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Rockat Mo, $20199-N8 - Southarn Statas Utilitiss. Ing.

The same opposing arguments regarding the St. Augustine Shores
sale were repeated in Docket No. 920199-NS. The Commission also
heard opposing arguments about shared interests relarive to sale of
a parcel of “condemned property” at University Shores. Those
events preceded the test year used for Docket No. 920199-NS. OPC
proposed above-the-line amortization of the gains on thess sales to
benefit customers.

In that docket, the Commission identified a projected $255,000
savings in administrative expenses following sale of the St.
Augustine Shores (8AS) facility and reduced expenses accordingly.
However, the Commission did not approve OPC’s proposal to amortize
that gain above-the-line. Instead, the Commission found that
customers residing outside the SAS service area contributed nothing
towards recovery of a return on investment for that facility. 1In
Order No. PSC~93-0423-FOP-NS, issued March 22, 1993, the Commission
stated that since the “remaining customers never subsidized the
investment in the SAS system, they are no more entitled to share in
the gain from that sale than they would be required to absorb a
loss from it.* With regard to the University Shores facility, the
Commission found that those facilities were never included in any
approved rate base amount. Thus, above-the-line amortization of
that gain on sale was denied.

Dockst Na. SE0485-NE - Southern Statas Utilitiss. Iog.

Similar issues regarding gains on sales were reviewed in
Docket No. 950495-W8. Proponents again argued that the gain on
sale of the St. Augustine Shores (SAS) facility should be amortized
above-the-line as a reduction to the revenue requirement. Another
facility, Venice Gardens Utilities (VGU), was sold to Sarasota
County under circumstances somewhat similar to sale of the SAS
facility. Sharing the gain on that facility was also proposed by
OPC.

Threatened with condemnation, the VGU facility was regulated
by Sarasota County before the county purchased that facility. The
record indicated that VGU’s rates were established under stand-
alone principles. Again, like the SAS matter, the utility argued
that customers outside VGU contributed nothing towards recovery of
a return on that investment and assumed no risk. Also like the SAS
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case, ailo of the VGU .facility was accompanied by loss of
customers.

The Commission reviewed the similarity of these sales in the
following terms: “the sales of VGU and SAS were similar in many
respects: they were involuntarily made by condemnation or under
threat of condemnation; SSU lost the ability to serve the customers
in both service areas, which were regulated by non-FPSC counties;
and the facilities served customers who were never included in a
uniform rate structure.” The Commission thus concluded that no
portion of the VGU or SAS gains should be allocated toc the
ratepayers. However, the Commission found that different
circumstances might justify a different response: “{hjad either the
SAS and VGU facilities been regulated by the FPSC at the time of
the sale or previously included in a uniform rate structure, the
situation would ba different.”

[l mdd §2en Gmne T BErmiEr fAeal LAY

Before the County facilities were sold to Orange
County, those facilities were subject to this Commission’s
jurisdictica. To some extent, their service rates were established
under uniform rate considerations in MISC’s recent rate

proceedings. Thus, eervice rates for other PMNSC operating
tacilitiu were influenced by ownership of the Orange County
facilities. Initial review suggests that the Orange County
facilities, wmostly because of the University Shores facilities,
contributed to betterment of FWSC’'s earnings profiie under subsidy
assumptions. Thus, their elimination would tend to worsen FWE™'s
return on investment condition rather than improve it. In other
words, the Orange County facilities seemed to subsidize income for
facilities outside Oranges County to some extent.

Purther study to examine sharing considerations for the Orange
County gain on sale is recommanded to permit timely examination of
this topic. We recommend that a separate docket be opened to
determine the actual gain on sale for Orange County and to evaluate
whather that gain should be shared with customers.



DOCKET NO. 971667-WS
DATE: MARCH 26, 1998

ISSUR 3: Should this docket be closed?

RECOMMEBIDATION: Yes. This dockst should be closed following
acknowledgment of the sale to Orange County. (WALKER, OTTINOT)

STAFF ABALYSAI8: This docket concerns a proposed transfer of
facilities to a governmental agency, which must be approved as a
matter of right. This docket should be closed after the approving

order is issued.
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