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CASE BACKGROUND 

Gulf Utility Company (Gulf or utility) is a Class A utility 
which serves approximately 7 , 040 water and 2 , 435 wJstewater 
customers in Lee County , Florida. The ut i li t:y is 1 oca ted .i.n a 
water use caution area as designated by the SJu h Florida Water 
Management District (SWf'WMD) . 

By Order No. PSC-96-0501-fOf-WS, issued April 11 , 1996, in 

Docket No. 960~34-WS , the Commission initiated an overearn1ngs 
investigation and ordered the utility t~ hold $353 , 492 in annual 
water revenues subject to refund . As noted by that order , the 
overearnings investigation would be combined at the appropriate 
time with a rate proceeding the utility had indicated thal it wou ld 
be filing for its wastewater system . 

OOCUMUir • I .... ,. C? -O ATE 

£d...,.aw3 [8 -5~ 



' . # 

DOCKETS NO. 980057-WU 
DATE : FEBRUARY 5 , 1998 

On June 27 , 1996, Gulf fi led an application for an increase in 
wastewater r ates , approva l o f a decrease in water raLcs , and 
approval of service availabiliLy charge s . The test year for final 
rates was the projected year ended December 31 , 1996 . 

By Order No . PSC-97 - 084 7-FOF-WS , issued July 15, 1997 (F~nal 
Order ) , in Dockets No . 960234-WS and 960329-WS , the Commission 
approved fJnal water and wastewater ra tes and charges fo r Gul f . On 
July 30 , 1997 , Gulf timely filed a mot ion for r econsidLrdtion of 
Order No . PSC- 97 - 08 47- FOF-WS. Gulf also filP.d a Motion Lo Release 
Escrow Funds on July 30 , 1997 . OPC filed a response to the Motion 
for Reconsideration on August 11 , 1997 , after an extension of time 
approved by the Commission . On September 18 , 1997 , Gulf f ilPd a 
Request for Administrative Not ice for a leLter provided by an 
engineering firm to support the in-service time f ramc fo r the one
million gallon reject holding tank . 

By Order No . PSC-97 - 1544-FOF-WS (Reconsideration Order) , 
issued December 9, 1997, the Commission denied Gulf ' s RPquPst for 
Administrative Notice . The Commission also approved in pdrt and 
denied in part the Motion for Reconsideration . The Order finalized 
the rate base, r e venue requi remen t , r ates and r ate structure . The 
Order also approved releasing of the escrow account to Gulf . 

On January 9 , 1998 , Gulf filed in the instant docket its 
Petition for an Interim and Permanent Water Rate Increase Pursuant 
to Sections 367.0817, 367 . 082 and 367 . 0822 , Florida Statutes . I~ 
this limited proceedi ng, Gul: requests a return on its investment 
in water reuse facilities and recovery of additional salar1~ ~ onj 
chemical expense . In addition to its rate cnse expense for this 
proceeding , Gulf also seeks Lo r ecover the rclte case expense it 
incurred in filing its motion fo r reconside r ation in Doc keLs No . 
9602 34-WS and 960329-WS. This recommendation addresses Gulf ' s 
request for an interim increase in water rates , pu r suant to Section 
367 . 082 , Florida Statutes. 
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PISCl)SSIQN or ISSQES 

ISSQE 1 : Should Gulf Utility Company ' s request for interim tates 
be dpproved? 

BECOHHBNPATION : No. Staff recomrrends that no revenue increases 
should be approved on an interim basis at this ume. (BRUBAKER , 
ZHANG) 

STAlf ANJ\LXSIS : As stated previously , Gulf filed Lhis applicdLion 
pursuant to Sectio~s 367 . 0817 , 367 . 082 and 367 . 0822 , Flo rida 
Statutes , for a limited proceeding to increase its waler rates . In 
its filing , Gulf requests that the Corrunission authorize an increase 
in its rates on an interim and permanent basis , whi ch would provide 
for an annual increase in water re'lenues of $? 22 , 4 03 (10 . 52 ) , 
based on the year ended November 30 , 1997 . 

Pursuant to the Fina 1 Order in Dockets No . 9602 34-WS and 
960329- WS , the Commission declined to include the costs of the 
reject holding tank and monitoring and control system in Gulf ' s 
revenue requirement . In its rate case , Gulf ,..hose to file a 
projected test year ended December 31 , 1996. The Commission found 
that evidence in the record was not sufficient to support the 
utility's projection . Gulf did not produce firm ev1oence of its 
commitment to construct the holding tank, even though the hearing 
was held on March 4 and 5, 1997 , Lhtee months .ter the end of the 
test year . Further , the utility did not l' . '? any bids for the 
tank ' s construction or a firm start/completion date for the 
project . Had there been at least a signed contract to construct 
the reject holding tank , the Commission could have considered its 
inclusion in some manner . However , there wa ~ no date certain in 
the record as to when the tank would be built. Therefore, the 
Commission concluded that the evidence did not support the 
inclusion of the one-million gallon reject water holding tank in 
rate base. The Commission further noted that the utility could 
apply for a limited proceeding when it had firm figures and dates 
available, and if it could show financial neej. 

Pursudnt to the Reconsideration Order , the Commission Jenied 
the inclusion of additional salaries and c hemical expense. The 
ordtr states that the utility failed to ask for relief in the rate 
case, and that a motion for reconsideration is an improper vehicle 
to request costs not requested, nor ever considered by the 
Commission in the record of th~ docket . 
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In its petition , Gulf states that Lhe rejE =t hol rl1nc tank and 
monitoring and control system represents an investmen c ( $803 , 064 . 
The tank was completed and placed in service on Noveh ~er 1, 1997 , 
and is permitted by the Florida Departme 1t of rnv1ronmental 
Protection (DEP) as part of Gulf ' s reuse system pur~uant t o Secllon 
403 . 064, Florida Statutes. Gvl! states that the tank was 
constructed as a component part of the ex~ansion of the o rksc rew 
water treatment plant and was necessary to obtain >oth the 
construction and operating permit for the expans1on o' the water 
treatment plan t . 

Gulf also states that it is seeking increased sala ry costs 
because DEP rul es now require the staffing of the Corksc1~w plant 
to be sixteen hours a day for seven days a ~eek inst~a<l of six 
hours a day for five days a week . The inc1 ?a .. ed staf i ng has 
apparently been required by DEP due to the: l'Xpans1on of the 
Corkscrew plant, whose DEP treatment plant :: lass1ficat ion has 
recently changed from a Class C to a Class B facility GuH 
further states that the increase in expense of c1emicals is for the 
corrosion products fed at the Corkscrew and San Carlos Wa ter 
Treatment facilities . 

Finally, Gulf is seeking recovery of its ra e r ase expense for 
both this proceeding and those incurred in f11 ng its mot ion for 
reconsideration in Docket Nos . 960234-WS ano 960329-WS. The 
expense for the filing of the mot ion tor reconsiderati on were 
incurred after the determination of rate case expense in those 
dockets . 

A utility may receive "interim" rates pursuant to the i nterim 
statute set forth in Section 367.082 , Florida StJtutes . Although 
Sect ion 367. 082 , Florida Statutes , cont a ins ve1 y broad language 
regarding the availability of interim rates , t has been past 
Commission practice and policy not to use $ection 367 . 082 , Fl o rida 
Statutes , in limited proceedings. Sec Order No . PSC-9i-OS21-FOF
WU, issued April 7, 1993, in DockPt No. 910963-WU In R~: Petition 
for a Limited Proceeding to Adjust Water Rates 11 Pasco County by 
Betmar Utilities, Inc. ; Order No. PSC-97-0825-W~, issued July in 
Docket No. 970536-WS , In re : Application for 1.Tiited procted1ng 
increase in water and wastewater rates by Alohd Ut1l1ties , Inc . 
Gulf ' s petition was filed under the provisions of the limited 
proceeding statute, Section 367.0822, Florida Statutes , wh ich does 
not include a provision for interim rates . 

4 



'· . 

l 

DOCKETS NO. 980057-WU 
DATE : FEBRUARY 5 , 1998 

The purpose of the interim statute is to allow the utility an 
opportunity to earn a fair rate of return during the pendency of a 
full rate proceeding through higher interim rates subject to refund 
or to provide for refunds of excess earnings during the pendency of 
rate reduction cases. Thus, the granting of interim rates is a 
mechanism to address the regulatory lag which accompanies a full 
rate proceeding, which typically takes eight months . This may be 
distinguished from t he instant case , in that limited proceedi ngs 
are processed within a much shorter time , typically t our J live 
months. Further, the lim1ted proceeding statute wa~ passed after 
the interim statute , and does not incorporate the interim conc~pt. 
Therefore, staff believes that interim rates are not appropriate 
here . Accordingly, staff recommendJ that the utility's request for 
interim rates pursuant to Section 367 . 082 , Florida Statutes be 
denied . 

However, the Commission has in the pas t allowed emer~ency or 
temporary rates in limited proceedings . The determination of 
whether emergency/temporary rates are appropriate is made o l a 
case-by-case basis. See Order No. PSC-97-0825-WS, issued July in 
Docket No . 970536-WS, In re: Application for lim.i Led proceeding 
increase in water and wastewater rates by Aloha Utilities , Inc . ; 
Order No. PSC-93 - 0525-FOF-WU , issued April 7 , 1993, in Docket No. 
910963-WU , In Re : Petition for a Limited Proceeding Lo Adjust Wat~r 
Rates in Pasco County by Betmar Utilities, Inc. The Commission has 
previously granted temporary/emergency rates for utilities wh~ re 
the utility has demonstrated an immediate or substantial increase 
in its costs or has demonstrated that a situation c.x1sts wh ich 
requires the Commission's immediate attention in order to preser ve 
the public health, safety, and we lfare . See Order No. PSC-93-0525-
FOF-WU , issued April 7 , 1993, in Docket No. 910963-WU, In Re : 
Petition for a Limited Proceeding to Adjust Wa teL Rates in Pascu 
County by Betmar Utilities, Inc . (Emergency/temporary rates were 
granted with respect to costs associated with an inspection/testing 
program, where an emergency was shown to exist due to the corrosi ve 
quality of water in the service area); Order No. PSC-97-0825 -WS, 
issued July in Docket No . 970536-WS, In re : Applicat~on for 1.imited 
proceeding increase in water and wastewater rates by Aloha 
Utilities, Inc., (Emergency/temporary rates were denied whe re 
utility failed to demonstrate a substant'al increase in costs or an 
inunediate need for an increase in costs , and no immediate att~ntion 
was required to preserve the public health, safety and welfare); 
Order No. PSC-92-0127-FOF-SU, issued March 31 , 1992 , in Docket No . 
911146-SU , In re: Application for a limited proccedinq t o i11creasv 

5 



... 

DOCKETS NO. 980057-WU 
DATE : FEBRUARY 5 , 1998 

wastewater service rates for Aloha Gardens Wastewater System in 
Pasco County by Aloha Utilities, Inc ., (Errergency/temporary rates 
were granted where , pursuant to a DEP consent order , the utility 
was ordered to abandon its facilities and interconnect with the 
County, and the i nterconnection costs resulted in a 95 . 64% increase 
in the utility' s wastewater rates) ; Order No . 25711 , issued 
February 12 , 1992 , in Docket No . 911206-SU , In re : Pe ti ti on f o r 
emergency limited proceedings on wastewater service in Pasco Cou11ty 
by Mad Hatter Utility , Inc ., (An emergency/temporary rate increase 
of 102.41% and 90 . 98% for t wo wastewater systems was gr~nted to 
preserve the public health , safety and welfare , where the systems 
were operating without DEP permits and could not otherwise afford 
to pay Pasco County for wastewater treatment and disposal 
services) . 

Gulf did not request emergency/temporary rates in its 
petition . Even if the utility had made such a request , staff 
believes that Gulf ' s petition fails to demonstrate the kinds of 
exigent circumstances which would warrant the granting of 
emergency/temporary rates . Staff does not believe the utility has 
demonstrated an irrunediate need for an increase in costs occasioned 
by the water reuse facilities . Further, staff believes that the 
utility could have supported its request for the inclusion of 
costs for the reject tank and could have requested recovery of the 
additional salaries and chemical cost in the rate case . Limited 
proceedings are typically processed within four to five months , and 
Gulf ' s petition does not appear to contdin any allegations which 
would warrant the recovery of its reuse facility costs prior to the 
time normally required to process a limited proceeding . Finally , 
staff does not believe the utility has presented in its filing a 
situation which requires the Conunission ' s immediate attention in 
order to preserve the public health , safety , and welfare. 
Therefore , staff recommends that no emergency/temporary rates 
should be granted in this case 
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