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Horch 17, 1997 

Ms. Blanca s. Bayo, Dir ector 
Diviaion ot Recorda and Reporting 
Florida Public service coamiaaion 
2540 Shumard Oak Blvd. 
Tallahaaaee, PL 32399- 0850 

HAHp QE!. IVERX 

Ro: Docket No . •70~~9-SU, Application ot K.W. Resort Utilities 
Corporation !Or 1 imited proceeding increase in reuse wator 
ratns. 

Dear Ks. Bayo: 

Enclo•ed tor fil ing on behalf of tho protestant , Koy West Colt 
Club, are tho original and tittoon copies ot the Protest and Motion 
to Oiamiaa the Application Cor Limited Proc9ccling, or in the 
alternative, Protest and Roquost t or Formal Hearing. 

Thank you tor your assistance. It thoro arc any questions, 
ploaae lot Qe know . 

Foe'. 
cc w;encl. 

----,w"111iam Smith, Esq. 

Sincerely yours, 

Ben E. Girtman 
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BBPORB THB 
FLORIDA PUBLIC SIZRVl:CE COKKISSION 

In r e : Application of K.W. 
Res o rt Ut ilitie s Corporation 
limited p r oceeding increaae 
in reuae water ratea. 

) 
f or ) 

) 
) _________________________ ) 

DOCKET NO. 970229-SU 
Submit ted tor t i li.ng: 

Karch 17, 1997 

JCBY WltST COUNTRY CWB's 

PROTBST 
A:ND 

MOTION TO DISMISS 
THE APPLICATION POR LI MITED PROCEBDiliG 

OR IN THB Alll'BRNATIVB 
f'BOTEST AND BRQQEST FOR FORMAL fiMBIHG 

ORIGfHAL 
i!tE COPY 

COMl!S HOW Xey West Golf Clltb, and aa grounds tor ita protest 

and motion to diaaiaa, o r i n the alternative, protoat and request 

for foraal hearing, states that: 

1 . Tho applicant utility, K.W. Resort Utilities Corporation, 

serves a 390-unit ruidential co111munity on Stock Island , just north 

of Key Weat, Florida. About halt the development is built out. 

2. Key Weat Golf Club (hereinafter referred to as 

"protest ant", "Key Wert" of "the Colt Club" ) is the only reuse 

water cuatomer of tho utilit.y (hereinafter referred to as 

"applicant", "K.W." or "tho Utility" . 

3 . Citicorp Real Eetato, Inc. acquired tho utility, tho 

development lote and the golf couroe in or about 1984 in a 

foraclos• . .u:··e aotion. Sao Docket No. 850009-SU, PSC Order No. loiOlO, 

issued January 18, 1985, attached hereto aa Exhibit "A". 

4. Tan years later, in 19'94, Citioorp aold the development 

lot10, tbo golf courae and olub to a separate entity, Kay west 
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• • 
cou.ntry ClUb o.velopaent, tno. Citioorp retain• 1 ownership ot the 

utility through ita subsidiary, K w Resort Utility corporation . 

Within a few we~, tbe golf go~~·· and club vera sold by the new 

owner to X.y Wast Golf Club, wbioh is owned by Gwen H. Smith. 

Tbaretore, three separate owners nov own the utility, the relllllining 

developaent lots, and the qolt course. 

5. on October 19 , 1994, Ci ticorp end the nov Go~:t Club owner 

entered i nto a water Reuse AQree.ment whereby the. Golf Club would 

pay $. 25 per 1, 000 gallons ot reuse water, based on the cost 

allocation ot $ . 38 per 1,000 gallons. 

6. 'l'o illpleaent the Reuse Water Agreement, the Utility 

applied to the Public Service Commission tor approval ot the new 

c lass ot service and tor approval ot the reuoe agreement and the 

utility' s tar itt tor that service. (See Docket No. 941323-SU.) 

1 . I:n response to the utility's request tor approval ot the 

reuse aqr-ment, the Stat! Recommendation in docket No. 941323-SU 

(attached bere to as Exhibit "8") indicated that: 

Staff responded to the utility o n 
Deoeaber, 30, 1994 requesting cost 
j luatitic::ation tor the new rates and char qes 
pursuant to Section 367.091(5), Florida 
Statutes •••• 

* * * 
Tbe utility submitted the necessary 
information to tho Commission on January 20, 
1.99!5. The coat justification subllitted by the 
utility substantiated a $ . 38 per 1 , ooo gallons 
charge in order tor the utility to ~:ecovar the 
additional labor oosto, and ths increase 1m 
puaping coats incurred by the utility in 
providing this aervice. [Page 2] 

* • 
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r. • 
starr believes that the proposed 

charges [of $.25 per 1,000 gallons] are 1ust. 
raaoo·noble . and copptngatorv. . . . [Emphasis 
addedl Staff Rae, page 4) 

a. By its Ordar No. PSC-95-0335-POF-SU issued on Karch lO , 

1995, Ule Comaiesion approved the new class ot service, the rouse 

agree.ment and the tariff. A copy of that order is attached hereto 

as Exhibit "C". Tbe eo-iseion also found that the Key West 

country Club's Sudace water Manag8lllent Permit issued in October, 

1981, required that golf course irrigation water be provided by 

secondarily treated savage effluent. Tbe devaloper/utility owner 

apparentlr bas operated the utility and the golf course tor 

thirteen yea.ra (between getting the penit in 1981, Citicorp taking 

ovar by foreclosure in 1.984, and Citicorp selli.ng the golf course 

in 1994) without having the golf course ever make any payment to 

the utility for reuee water for the golf course. Only attar tho 

golf course bad been sold to a non-related entity did tho utility 

seek to i.JIIpose a cbarqe tor reuse water. [Order, page 2] 

9. Tbe 1995 Co.aiasion Order alao stated that: 

• • . the utility submitted a coat 
justification for the new rates and charges. 
This cost justification substantiates a $.38 
pe.r 1, 000 gallons charge in order tor the 
utility to recover the additional labor costs 
an.d the increase in pWIIping coste incurred in 
providing this service. [Order, page 1] 

• • • 
• • • We t.lnd that the proposed rates and 
cbarqes [of $.25 per 1,000 gallons ] are 1ust. 
reo1pnoblt. oneS compontatoty 
[BIIphada addads Order, page 2 J 
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• • 
10. Alonq with ita current appUcat1.on, the utilit)' has now 

eubaitted a •special Report , Reuse Rate Increase, January 10, 1997" 

alleqing that instead ot the coat.e ot $.38 par 1.000 gallons which 

it substantiated as the coat in the 1994 docket, the utility nov 

alleqea that the coat per 1,000 gallons in $1.60, which is $1.22 or 

an alleqed coat incruu ot 321 percent in ju•t over tvo yearal In 

the 1994 docket, the oo-iaaion set a tee ot S. 2!5 per thousand 

gallons ot reuse water baaed on the coat justification ot $.38. 

Now the utility ia aaldng tor a tee ot $1. 25 baaed on ita alleqad 

coat of $1.60 per thousand qallona. The utility arrives at this 

increase by vbat appears to be iaproper, arbitrary or unsupported 

allooat~~n• of the costa ot cttluent treatment, contrary to the 

requireaents of the Coamisaion and or the statutes cited in the 

application. 

11. :tn ita Order No. PSC-95-033!5-f'OP-SU, the co-iesion also 

noted that, •rn 1993, K W Resort report-.d operatinq revenues ot 

$261,455, and a net loss ot $27!5,860.• The utility has boen 

continuously operatinq at a loss, and the application tor limited 

proceedinq acknowledges that it is continuinq to operate at ~ loss. 

At present, and even prior to the sale ot the golf club, the 

utility baa not sought to recover a tair return on ita invee~ent 

troa ita -ver cuato-ra. 

12. The early history ot the utility ie su.aarizod in 

Comaitoion Order No. 14620 issued on July 23, 198!5 in Docket No. 

830386-s. The subject utility originally was named Stock Island 

Utility Coapany, holding sewer certificate 198-S. A cnpy ot Order 
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• 
No. 14620 ia attached hereto aa Exhibit "D" . t,n that docket, the 

utility bacl aou9ht a rata in.oreaae, but before the caaa went to 

haarinq a etipulation waa reached with the intervenor., Office of 

Public Counaal. 'l'ba laval of ravenuaa which the utility vaa 

willing to accept vaa 60t laaa than it had raquaated and 20t lase 

than the co.ai .. ion ttacl allowed on an inter ill baa! a. That ia an 

indication that the Co..iaaion ahould take a hard look at the 

nWIIbar.a in the our.r•nt •coat juatification" au.baitted by the 

utility bef'ore takinq any action which will have auch a ai9nificant 

ilapact on tha utility' • euato .. ra. 

13. """' co--t aaion apparently hu never cona.idarad tbia 

utility'a rata bue, ooata, or other aattera relevant and naceaaar.y 

to be conaidara4 in a 9enaral rata proceeding. Even if a general 

rata proceadinCJ had been bald prior to 1985, the changaa which have 

likely occurred ainca than do not enable the co .. iaaion to make 

cost allocation• like the onaa the utility is nov aaoking in a 

lillited procaedinq. 

l4. 'l'ba filin9 of an application for liaited proceeding is 

improper under the ourrant oircWII&tancaa. Tba co .. iaaion cannot 

properly asaaaa the coats of the utility, and oonaidar the burdens 

which each claa4t of cuato-ra ahould bear, without having a general 

rata proceeding. only then ~ the coata be properly conaidared. 

15. While reviewing the hi~tory of tbia utility, proteatant 

could find only tvo other rata adjuataant c aaaa for tho utility, 

both of which vera price i .ndox rata adjuataenta (aaa Docket Noa. 

850573-StJ and 890993-StJ) • Tbaaa do not allow the full analycia 

- 5 -



• • 
available !.n a general rate proc:ee41ngl and they cannot aupport the 

liaited proceedi.nq aouqht in thia docket. 

16. The current application tor Halted proceeding at4tea on 

paqe 3 thats 

• JC.W. Reaort believea that p r oc:eaaing of 
thia requeat for an inoreaae in reuae ratea ia 
a preraquieita to the deteraination of both 
the appropriate llJW)unt of and tiainq of any 
propoaed ino.reaae in vaatevater ratea to be 
ril..S by the Applicant in the future. Rather 
then pureue a ru11 rate oa.. to recover .thia 
one s;t,ema DM4IM iur'iata contidarot.ion and 
1n order to prpptrly •••••• the tiwinq of and 
-ount ot any increaae in vaatevater aervice 
c:harqea 1 the Applicant hereby requeate that 
thia cbanqe in reuae ratea be rec:oqnh:ed in a 
Haited .,z-oce..Si.nq. • • • [EIIphaeie added. ) 

17. Thia •one charge• haa already been addraeaed in 1994 I 

when the co .. J.eeion illpoaec1 a charge ot $.25 on the utility'• ovn 

substantiated coete of $ . 38 ~r 1,000 qallona. If there hae been 

need tor • i.JIJiediate attention• to the reu.ae charge, it ahould have 

been dona in the thirteen yeare durinq which Citicorp, the coamon 

ovnar ot the developaent and the utility, a leo ovned the qolt 

course. 

18. lilby the eudden urqency? Citicorp 1 the utility ovner 1 ia 

now contemplating an i .. inent aale of tho utility. 

19. Tho proper method or addroaainq the rates or the utility 1 

if the owner is aerioue about doinq so, is to t ile a general rata 

application a<; that all ocate oan bu analyzed and properly 

allocated aaong all claaaea of cuet-era 1 not juat try to load tho 

wastewater coats onto one ouetoaor prior to iaainent aalo of tho 

utility. 
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zo. And finally, upon inforaation and belief, the Key Weat 

Golf Club baa not been served vith notice ot this application and 

has not been provided a copy thoreot by tho utility. A Golf Club 

representative learned trcm another source about a possi.ble pending 

application, end protestant herein had to inquire a t the co-iaaion 

before detaraining that an application had, in tact, been tiled. 

WHBRZPORB, Xey Weet Golf Club prote.ta the application tor 

liaited proceedi"9 and •oves to disaiss the application, or in tho 

alternative, proteats the liaited proceeding and requests a formal 

hearlng pursuant to Section U0. 57 , P.S. 

RESPECTFULLY SUBKI'M'BD this ..l.'Lth day of Karch, 1997. 

Ban r:. Girtaan 
Fl Bar No. 186039 
1020 E. Lafayette St., Suite Z07 
Tellehessee, Pl 3Zl01 
(904 ) 656-H32 

- Attorney tor Protestant, 
Key Weat Golf Club 

CEBTIPICATB Of SBBVICE 

I RERBBY CERTIFY that the original end fifteen copies of the 
foregoing have been tiled vith tho Division ot Recorda end 
Reportlnq, Flo rida Public Service Co-iaaion, 2540 Shuaaerd Crak 
Blvd., Tallahassee, FL 32301, and that a copy has boon sent toP. 
Harebell Deterdinq, of Rose, Sundatroa ~ Bent~ey, Z548 Bleiratone 
Pines D ~lve, Tallaheaeee, PL 32301, by hand delivery this _ll_th 
dey of ~rch, 1997. 
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