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Florida water .. zvicea Corporation (PWSC) provide• water and 

waatewater aerri.ce thzougbout Plorida. Moat of ita facilitiea are 
subject to thia a: tuiOD1 • juriadiction. In 19961 for facilitiea 
regulated by thia Cc t uioD1 PWSC recorded operating revenue• of 
$23 I 324 1 759 for -tar Mrvice and $21, 480, 059 for waatewater 
service. Tbe cornapoadiag ~ aiDOUilta were $41 4011 534 and 
$4,799,0651 respectively. 

By lette r dated Dec.-ber 29, 1997, PWSC notified the 
Commiaaion tbat it ._ aelling all of ita facilitiea in Orange 
county to Orange COUnty. Tbe 8Cbaduled cloaing date waa December 
30, 1997. 

Aa diac::uaaed bereunder1 the ataff rec~nda that the 
CoalniaaiOD should iNUe M order acknowledging the 8\lbject tran•fer 
and canceling PWIC' • certificate• for Orange COUnty. Purther, 
ataff rec::c.Mnda tbat a docket be opened to evaluate abaring 
propoaitiona due to •a~e of tbe Orange County facilitiea. 
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DOCKET NO. 971667-WS 
DATE: MARCH 26, 1998 

DUQ'!SICII gr x•-=e 
,... 11 8bauld tM 0: t ••ion ackDowledge the Ale of Florida 
Water Servioe COCpocatiOD'a facilitiea in Ora=ge COUnty to Orange 
County? 

Y .. , tbe CO..t••ion •hould acknowledge that rwsc 
ha• .old ita on...,. CouDty facilitie• a• of Decellber 30, 1JJ7. 
Certificat .. lloll. OM-W and 073-8 •bauld be canceled wben all 
pending ca••• for tile OnDge County facilitie• are concluded. rwsc 
i• re8p0118ible for 8Ubll1••ion of a 1JJ7 Alulual Report and pay.ent 
of 1JJ7 ~ozy AaM•~t Fee• through Decellber 30, 1JJ7. 
(IIALIIIIt, _, 

. ·.•. . . . . ~ . 

mrr '"&PU• ., letter datt!d Declllber 2J I 1JJ7 I PWSC notified 
the ~ ni •iaa that ita faciliti.. in Orange Cbmty wre being .old 
to OraDge CDuDty aad that tbe anticipated contract •igD!Dg and 
cla.ing date - Dea'rr:bar 30, 1JJ7. Tbi• filing CODCet"Da the 
int~ tnadu oe .Ulity -t• to • .,.,_.._tal authority and 
wa. filed iD aaaordssne with Section 367 . 071(4), Florida Statute• 
aDd Jtule 21-JO. OJ'7, ftorida Adllini•trati ve COde (PAC) . Pur.uant to 
section 317.0'71(4), a Ale of facilitie• to a govern.ental 
autbority ahall be approved a• a matter of right. 

TM IIIIPlicatiOD iDcluded a .om •tat ... nt by Orange County' • 
public utilitiea director that be received a copy of PWSC'a 1JJ6 
Aamaal R~~S~crt. M dincted by Section 367. 071(4) (a), tbat docwnent 
provide• receat infozoation concerning the utility' • inco.e and 
expeue atat~~, it• balance •beet, it• rate baH, and 
contrlbutiODa·iD-aid-~f-coaatruction a.ount• . 

The application included a copy of the purcba•• and •ale 
agree .. nt, wbiab i• nqtJirec:l pur•uant to Rule 25-30.037(4) (c), 
Florida Adlliniatratiw COde . All noted in the purcha•e agreement, 
PWSC will tZ'aDafer it• cuatomer•' •ecurity depoait• to Orange 
County in ntUZ'D for Oz'aDge COUnty' • agreeMnt to continue •erving 
tboae cuata.er•. Purtben.ore, PWSC will offHt each cu•tomer' • 
final bill with acc:ru.d intereat on the cuatOMr' • depo•it through 
tbe clo•iag date. 

Aa a t~iff reviaion natter, PWSC ha• filed revi•ed tariff• 
that elillinate all pz'8Vioua reference• to the Orange county 
facilitiu . .-c fuRblz' reported that regulatory u•e•-nt fee• 
for 1JJ7 iD OraDge Couaty will be paid in the Mnner and ti
preacribed by lule 21-30.120(2)(a), Plorida Admini•trative COde. 

The applicatioia to tranafer facilitie• to a govern~Mntal 
authority requirea a •tat.-ent regarding diapo•ition of any 
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DOCKET NO. 971667-WS 
DATE: MARCH 26, 1998 

outataDdiag nfUDda. fW8C reported that ita Oruge county 
facilitie• wn 1Dcluded in Docket lfo. t201tt-ws, wherein the 
utility'• rat .. -.ze natructured aDd potential refunda aad 
8\lZ'Cbargu wn ct.cland. TboM refund aDd wrcbarge feature• are 
revi...S iD a.c:tioa 12 of the purcbaH agn~t undftr tbe buding 
•JDdl.aiti ... • lpeailically, PI8C agreed to forego collection of 
any potential ~· in Orange County, while accepting 
reapcmaibility for aay required nfunda. In a letter dated March 
25, 1tt8, PII8C ·.uted tbat it would not Met recovery of Docket llo. 
t201tt-ws ~ dollar. attributable to Orange county plant• 
fro. cuatc:.en ill otber OOUDti•. bcantly, the 0: t uion decided 
that nfuDda aDd 8UZ'GIIu'gu an not required in Docket llo. t201tt
ws unl••• an altaraatl .. funding aourca ia found. Howe~r, that 
deciaioa baa bean 81f 1alecl. The Oraoge COUnty fac:ilitiea are alao 
included in Docket llo. t504t5-WS, which c:-e baa alao bean 
appealed. 

&iDea all of the fllillg nquira.enta have bean -t, the ataff 
nee•• •Dd• tbat the Oc: t aaion abould iaaue an order that 
aclmowleclga• tllat on...,. county baa acquired PWIC' • facilitiea in 
Onaga COUDty, efteatiw • of Dac1 t.r 30, 1tt'7. &iDee ita Orange 
County facllltl .. will ba aold in tbe entirety, PMSC'a operating 
certificate• iD OE .... county, O.rtific:ataa lloa. 084-W and 073-8, 
ahou.ld ba canaalect upcm concluaion of all paneling caHa that .. y 
affect theM 01"aDge COUnty facilitiea. PW8C aball file a 1tt7 
Anmaal Report aDd pay 1tt7 regulatory aaMa~t fee• tbro\&gh 
Dec:a~r 30, 1tt'7. 
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DOCKET 110. 971667-118 
DATE: NIRC8 26, lttl 

rerr a a 811oul4 tbe CCI i ••ion open a docket to uuaine whether 
PI&C'a aale of ita ocaage County facilitiea involve• a gain that 
•boul4 be aban4 witla otber cuato.era? 

4 • I , , · I 'II llfl f t YM. -rbe o= taaiOD abould open an inveatigation 
to evaluate tbe .,U. OD Ale aapecta for the Orange county 
facilitie•. (WALID, orrmor) 

mpp "'·PM• ,_. tbe purcbaH &p"11•1nt, tbe aal•• price for 
tbe ~ CDdatr leoiliti .. ia t13,100,ooo, aub1ect ~ adjuat..nt• 
aDd ~atioaa ~tted by tbe agr•••nt. Tbat au. exceecSa tbe 
rate baH Yaluea tbat the Cc t ••ioa baa approved for tboee 
facilitiu, bol:b befon aDd after uH4 and uaeful -aure•. In 
Docket llo. ISMts-•, tbe met ncent nte procaadtng for I'WSC, the 
appro..t rate . .._ Yalue for tbe COIIbu..cl water and wa•tewater 
facilitiu ia ~-.. COUDty wa• $1,503,366 for the projected te1t 
year endiag Daca-.z- 31, 1tt6. Re•toriDg uaed and uaeful 
adjuat..nta, tba ..VEegate rate baae balance w.a• tt,006,11•. AI 
tbe Ale oaaun.l lD 111'7, • updated nte bue calculatiOD will be 
nealled to ~ tbe gain, if any, due to Hle of the•• 
facilitiM. JDitial EWri .. iDdicat•• tbat Plf8C will record a gain 
oo th1• tnn••ctic:ID. -rbe ataff recoa•••nd• tbat tbe CO..i••ion open 
a Mpllrate cloallet to ..aluate wbetblr tbat pia abould be allocated 
a.ong cuato.z- aDd Rookbol.Mz- i.Dten•t•. 

-rbe pzopo.itiOD tbat gaiu on •al•• 1bould be 1hared w!th 
c::u.tc••n M8 .._ aaa.icla'ed in other docket• involving PWSC. In 
each caae, tba idea - pz-eMDted that cuato.er• in other ••rvice 
area• were eDtitled to ahan the gain wbeD anotber operating 
facility ... ao14. 

PnGiret •· ,,,, ••• - w•• pt;t1tttu. IPS. 

In Dockat ... 111111-WI, a ca•• involving Lehigh Utilitie•, 
Inc. (Lebir) , D affiliated OOIIIP&DY tbat i1 now an operating 
divi•ioa o ..C, tbe c=r t••ion con1idered tba arvu-nt that 
Lehigh'• cuata.er• •bould benefit becauae another operating 
facility (st. Auguatine aborea) waa COO!Iumed and aold to St. Jobna 
County. A ... 2 llilliOD pia wa• reported. ODe arvu-nt for 
•baring tbe ~ - tbe PE'QPOiition that Lehigh'• portion of 
co .. ~ co•t• woUld inczeaae aftezo the •ale, thu• ju•tifying aome 
off•et to ~a.... Tboae aupporting thi• off1etting adjuat..nt 
noted tbat t 0: t NiOD baa required •bared gaina on •ale• in 
other caae• iavolYiD,r other utilitie•. 

CoDveE'aely, tbe utility argued that the gain on ••1• of the 
St. Auguatine 8borea facility •bould not be •bared with Lehigh 
cuata.era. It• ~· egainat the •baring concept included the 
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followt.l• 1) lt. JobD8 couaty regulated tbat faciliti, not thia 
cc t•iGD1 2) U. Ale precedecl n8C'a 4inct ueoc ation with 
Lehip1 3) ~ ilma8tor• an opportunity to offNt eroaion of 
~ tbzoaulh GIIPital piDa ililpede• ninvut..at of earning• and 
attractloll of a.pital1 t) Lehigh'• cuata.er• a•~ DO riak and 
contrU.ted IIOCiiiDI to tbe It. Auguatine Sbona facility 1 5) 
cuat~ wn 1oK wbeD tbe It. Augutiae abona facility waa 
aolcS1 ,, ~ do DOt acquire a proprietary i.Dtenat in the 
utility'• ~' 7) owaer•bip aDd ri•k of lo•• for DOD-utility 
aD4 DOD·~ted pcoperty re•t• with tbe utility'• aharebolder•t 
and I) ualDI tM .. iD to offNt otberwi.. entitled rate relief 
depri ... tM utility of juat ca.penaation. 

After OQII8idu"iag tbe record, the COP-i••iOD voted that the 
gain Oil 8ale of tM at. Auguatine lborea •boule! be not be counted 
UDder n~ -.tti.Dg priDciple• for Lehigh. In Order ~. P8C-t3-
0301-JOP· .. , ia .. ad OD Pebruary 25, 1tt3, tbe cc .. ia•ion •tated: 

.. ~ with tbe utility that ratepayer• do not 
aaiJIIn a J&"G~Wietazy iDteZ'Mt in utility prcperty that 
ia ••• ..S for utility MrYice. We a lao avree that 
it ia the •hareholdera who bear the riak of loaa on 
their in9eat.enta, not the Lehiqh ratepayera. Further, 
we find that Lehiqh'a ratepayer• did not contribute to 
~ utility'• recovery of ita inveat.ent in St. 
Augu8ti.De lborea. Baaed on the forevoinCJ, we find no 
ecljua~t for the 9ain on the aale of the St Auquatine 
Sborea to be appropriate. 

t'be Office of Public Council (OPC) participated in that case 
and filed a petition for reconaideration. OPC argued that the 
Ca..iaaion'a decision waa not conaiatent with ita decision in a 
caH iDYOlvinCJ Mad Hatter Utilities, Inc., or with other cases 
involYiDCJ retir ... nt of obaolete equipment by requlated telephone 
~niea. rurtber, OPC argued that qain wn sale adjuatments were 
appro.-d for electric utilities. In reaponae, Lehiqh stated that, 
aaonq differenoea, the Mad Hatter case involved abandoning two 
treat.ent plant• to interconnect with Pasco County, whereas both 
cuatc:.era aDd revenues were lost when the St. Auqustine Shore a 
facility wu aold. 

The Cc taaion denied OPC'a reque:t to reconsider this issue. 
Instead, the C~iaaion found that different facts and 
circuaatancea diatinquiahed the Mad Hatter caae and Lehiqh caaea, 
notinq that loaa of cuatcmera waa a material difference. 
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The - oppoain9 ar~nts r~arclin9 the S·t. Au9Uatine Shores 
sale were repeated in Docket No. 920199-WS. The Commiaaion alao 
heard oppoain9 ~ta about ahared intereata rela~ive to aale of 
a parcel of •caec~Jmned property• at Univeraity Shorea. Thoae 
eventa preceded the teat year uaed for Docket No. 920199-WS. OPC 
proposed aboYe-the-line .-ortization of the 9ains on theae sales to 
benefit cuata.era. 

In tbat doc~, the eo--1aaion identified a projected $255,000 
aavings in adlllniatrative expenaea following aale of the St. 
Au9Ustine Shore• (lAS) facility and reduced expenses accordin9ly. 
However, tbe Cc iaaion did not approve Ol'C' a propoaal to a110rtize 
that 9ain above-the-line. Inatead, the C~iaaion found that 
cuatam.ra reeidlng outaide the SAS aervice area contributed nothinq 
towards recovery of a return on inveat.ent for that facility. In 
Order No. PIC-93-G423-fOF-WS, iaaued March 22, 1993, the Commission 
stated that aiDoe tbe •r ... inin9 cuata.era never aubaidized the 
inveat.ent in tbe IAI ayat .. , they are no .ore entitled to ahare in 
the qain fraa that .. 1. than they would be required to absorb a 
loa• fraa it.• With regard to the Univeraity Shore• facilitt, the 
Ca..iaaion found that thoae facilitiea were never included in any 
approved rate baae a.ount. Thua, above-the-line a.ortization of 
that 9Ain on .. le waa denied. 

Pee"' Wa· IIQ4U=W - IMtlnom •tete· 9"1!''"· '"· 

Siailar issuea ref}ardin9 qains on aales were reviewed in 
Docket iO. 950495-WS. Proponents aqain arqued that the qain 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 Gardena Utilities (VGU), waa sold to Sarasota 
County under circ:u.atancea aomewhat siailar to sale of the SAS 
facility. Sharin9 the 9ain on that facility was also proposed by 
OPC. 

Threatened with condemnation, the VGU facility was requlated 
by Sarasota County before the county purchased that facility. The 
record indicated that VGU'a ratea were establiahed under stand
alone principlea. Again, like the SAS .. tter, the utility arqued 
that cuata.ers outaide VGU contributed nothinq towards recovery of 
a return on that inYeat.ent and assumed no risk. Also like the SAS 
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case, sale of tbe VGO . facility wa1 accompanied by 1011 of 
cu1tomer1. 

The Ca..i11ion reviewed the similarity of these 1ale1 in the 
followin9 ter.a: •tbe aales of VGU and SAS were similar in many 
reapect1: they were involuntarily made by condemnation or under 
threat of COI'Id-aatiolll SSU lo1t the ability to serve the cuatOIMra 
in both aervice areaa, which were requlated by non-FPSC counties; 
and the facilitiel aerved cu1tomer1 who were never included in a 
unifo~ rate atructure.• The Com.iaaion thu1 concluded that no 
por:tion of the YGU or SAS 9ain1 1hould be allocated to the 
ratepayera. no .... r, the Ca..i11ion found that different 
circumstance• .tgbt justify a different response: •(h)ad either the 
SAS and VGU facilitiea been re9Ulated by the FPSC at the time of 
the sale or previou1ly included in a unifo~ rate structure, the 
situation would be different.• 

Before tbe OzaDge COunty facilitiea were aold to orange 
COUnty, tboee faailitlea were subject to thia CO..iaaion'• 
juri8dictica. 1'o.,.. extent, their Hrvic:e ratea were eatabliahed 
under unifora ~te conaideration. in PNSC'a recent rate 
proceedh~g•. 'l'bu8, Hrvic:e ratea for other PWSC operating 
facilitlu wen iDflu.oed by ownerabip of the Oruge COUnty 
facilitiea. Initial n.iew 8Uft••t• tbat the Oruge county 
facilitiea, .oatly becau H of the Univeraity Sborea facilitiea , 
CODtributecl to bette~t of PWSC'a earning• profile under aubaidy 
aa.u.ptioaa. Tbua, their eli•ination would tend to woraen PWS~'• 
return on .ilweat..ot eoaclition rather tban ia~prove it. In other 
worda, ~ OEaage Oouaty facilitiea ..... d to aubaidiae income for 
facilitiea outaide orange COUnty to acme extent . 

Purtber atudy to eu•t ae aharing con8iderationa for the orange 
County gain OD aale ia recQRFJDded to per.it ti .. ly examination of 
thia topic. We nc~u•Dd tbat a aeparate docket be opened to 
detendae tbe actual gain oa aale for orange COUnty and co evaluate 
whether that gain abould be ahared with cuatomera. 
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IIQ Ia aboulcl thia docket be cloaed? 

• •. • . • • • I MUCII• Yu. Tbia docket abould be cloHd following 
ackDowle&tg.1at of tbe Ale to Orange County. (WALDR, OTTIHOT) 

ftAIPlP W'·DJia Thia docket concerns a ~roposed transfer of 
facilities to a govern.ental agency, which must be approved as a 
matter of right. This docket ahould be cloaed after the approving 
order is issued. 

- 8 -


