


STATE OF FLORIDA 

JULIA L. JOHNSON 
CHAIRMAN 

CAPITAL CIRCLE OFFICE CENTER 
2540 Shumard Oak Boulevard 
Tallahassee, FL 32399-0854 

(850)413-6044 

November 6, 1998 

The Honorable Nancy Argenziano 
Florida House of Representatives, District 43 
62 16 W. Corporate Oaks Dr. 
Crystal River, Florida 34429 

Dear Representative Argenziano: 

Thank you for your letter of November 4, 1998. As I indicated to you earlier, I wanted to give 
everyone additional time to understand the recommendation. I have been informed that members of our 
staff will be at the Lecanto Government Building, Room 166, 3600 West Sovereign Path in Lecanto, 
Florida, at 10:30 a.m. on Monday, November 9, to meet with customers regarding the recommendation. 

With regard to the questions you raised in your letter, please note that the First District Court of 
Appeal has reversed the Commission’s order on several issues and left the Commission with no 
discretion to take further evidence on the reuse used and useful calculation, the equity adjustment, and 
issues for which the Commission admitted error. 

Additionally, the Commission cannot at this time revisit any rate structure issue since rate structure 
has clearly been upheld by the Court. Therefore, it should be understood that under the approved rate 
structure, systems are grouped for ratemaking and there is no isolated revenue requirement responsibility 
for any specific service area. 

Since we are left with no discretion to address those points described above in this remand 
proceeding, I have not addressed questions relating to those issues. The answers that I am able to 
provide you follow. 

With respect to your stated concern that staff no longer recommends an evidentiary hearing, I must 
point out that staff has consistently recommended that we reopen the record on the two engineering 
issues. In the most recent recommendations, staff has recommended that we not unilaterally accept the 
utility’s settlement offer. Instead, staff has recommended that we reopen the record on two engineering 
issues: the annual average daily flow and the lot count methodology. Staff has, however, provided us 
analysis on various options and scenarios in an attempt to give us and all of the parties the necessary 
information to resolve this reversal by the Court. 

On the surcharge issue, the Florida Supreme Court has stated that surcharges are appropriate in 
cases in which the Commission has clearly erred. The Court has stated that the Commission has erred 
on the issues addressed above, therefore, staff has recommended that surcharges are required. Pursuant 
to that Supreme Court decision, all affected utility customers are responsible for the appropriate 
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surcharges, if any are required. If we accept staffs recommendation to reopen the record on the two 
engineering issues, the potential surcharge amounts continue to grow. In the event that we or the Court 
subsequently find that the utility was entitled to the revenues associated with those engineering issues, 
a surcharge might ultimately be required at that date. Because of this possibility, staff has recommended 
that the utility begin collecting the revenues now subject to refund. 

As to your concern with the 40/60 percentage split between base facility and gallonage charge, this 
issue was not appealed by any of the parties and is therefore, concluded. Consequently, all of the rates 
included in staffs recommendation utilize this allocation. 

With respect to your question regarding the interim refund, those refunds cannot be determined 
until the resolution of the final revenue requirement. It is my understanding that the utility’s offer of 
settlement is silent as to the disposition of the interim refunds. At the conclusion of this remand 
proceeding, I would expect that our staff will address the appropriate disposition of interim refunds, if 
any. 

I note that staffs recommendation is only an advisory memorandum which sets forth its analysis 
and interpretation of the evidence in this docket. It is not binding on the Commissioners. At the Special 
Agenda Conference, the Commissioners will discuss the recommendation with staff who have not 
testified in the proceeding and can accept, reject, or modify it. 

I hope that this information is useful to you and your constituents. For your convenience, I am 
having a copy of the Court’s opinion and the staff recommendation express mailed to your office. As 
always we will endeavor to provide you, other members of the Legislature, and your constituency with 
as much information as possible in this proceeding and in others. 

With kind regards, I am 

cc: Commissioner J. Terry Deason 
Commissioner Susan F. Clark 
Commissioner Joe Garcia 
Commissioner E. Leon Jacobs, Jr. 
Senator Ginny Brown-Waite 
Senator Anna P. Cowin 
Senator W. G. “Bill” Bankhead 

Representative Janegale Boyd 
Representative Dave Russell 
Respresentative Mike Fasano 
Representative Robert K. Casey, M.D. 
Jack Shreve, Public Counsel 



The Honorable Julia L Johnson 
Chairman 
Florida Public Service Cummission 
2540 Shumard Odk Boulevard 
Tallahassee, Florida 3239-0850 

Re: Special Agenda Conference in k k e t  No. 950495 

Dear Chairman Johnson: 

First, I want to thank you on behalf of myself, Senators Brown-Waite. Cowin. atid 
Bankhad. and Representatives Casey, Russell. and Fasiino. for deferring the Special Agenda 
Conference in Docket No. 950495 from November 2 and mcheduling i t  Tor Novciiilxr I 3. 
1998. Holding the conference the day before the general election presented obvious conflicts fur 
those of us who might have wished to attend. 1 realize and appreciate the effort which was 
demanded of you to reschedule. thus providing our constituents an opportunity to read mid digcst 
the new recommendations. and commend you for your flexibility and graciousness. 

The economic advantages and disadvantages represented by ~c slilfrs rccciilly iiiodilictl 
recommendation are not at all clear to me and many of my constituents. The dcfenncnt and t l~c 
trip of your staff to this area should help clear the confusion. So I might mort fully infomi 
myself nnd my constituenu on the merits of the staff's various proposals, I request that you 
prepre answers to the following questions. which arc the result of discussions bctwccii mysclf 
and consumers whom Iconsider knowledgeable, and provide them to me. and the otlicr clecicd 
officials requesting the deferral, prior to the staffs visit to Citrus County or by the end OK his 
week. 

I am concerned by what appears to be the staff's primary goal of either forcing acceptance 
of the utiliry's settlement offer or unilaterally imposing a similar result and, UIUS, ignoring an 
opportunity to defend two of the positions taken in the final Order in this care. 1 u m  lrouhlcd hy 
this because earlier positions had clearly benefitted consumen and because stafr had earlier so 
adamantly stated it could successfully dcfcnd these positions through n tww evidentiary Itccnriiig. 
What happened to their resolve? I am likewise troubled becau.~~ the various scttlcmclli 
alternatives s a m  to clearly shift the flnancial responsibility of the remand to systems. includiiig 
many serving my constituents, whlch may not bc either legally or equitably rc..ponsibie for thcm. 

C O M M ~ E S :  CRIME AM) PUNISHMEMI 8Wm AFFAIRS AND LONG nw w e  I V ~ L I T I E S  ANI)  
COMMUNICATfOHS I WATER AND RESOURCF. MANAt iEMLM 
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Lady.  1 am especially troubled by ihe suggestion of staff that thc uiility should Iw I W V I & . ~ ~  il)l 
thc monies it might eventually win by both immedi;llc proqxriiw rate iticrl*:tw~ ;Itrti tltrtltrgh two 
year rctro-xtivc surcharpcs. The suggestion that consumcm will q~ptcci: i fc i l i i u  ctlr.tllt,&d~,~y ;is 
bencfittiiig ihem by eliminating the possibility of later, large surcliitrph i* l w l ~ i c ~ t w 1 ~ .  ;IS 

cvidcnccd by my con3tituenta’ rciction to it. And I have been advised tlm Icpl siullltirity or C:ISL. 

prcctdcnt which would support awarding a utility revenues through the cullcct~~ii (II’ ciirrctit rjLcs 
and surcharges which have not yet k e n  found due the utility through an appropriatc cvidcntiary 
hearing, is lacking. Am I c o m t ,  or d m  staff have case support for this alternative'! 

One of the goals of the questions that follow is to ascertain just what my V’I % rtous ’ 

constituents “owe” by virtue of h e  court’s reversal of the final order vcrsus whut thcy arc ohligcd 
to pay under the utility’s settlement offer and various of the staffs alternrlivc?i. most of  whicll 
assume that the Commission and the consumen will be unable to defend the positiotls adopted in 
the laqt case. As I bclicve you know. at least some of my constituents do not share your st;tf?,q 
pessimism. An example of the clear disparity of what my constituents uncquivocally owc under 
the court’s opinion and what they are- being asked to pay is demonstrated by rhc court-ordcced 
equity adjustment. If I understand Schedule I to b e  staff‘s recoinmendation correctly. the to(ill 
incease in revenues from thc two equity adjustments is .65 % (.34 and .3 I). which 1 a m  cold is  
the sole revenue responsibility of most of my constituents resulting from the revcrsal. Dcspitc 
that, I understand staff pushed acceptance of the utility’s settlement. which would rcsult in an 
immediate increase in rates of at least 4.8 percent. followed by another increase or I ~‘crccni or 
more. Is it unreasonable for my constituents, many of whom will receive littlc more tliiin I 
percent increases to their fixed incomes this coming year. to elect paying less than onc prccnt  
rather than close to ten times a much? Aside from that point, my constituents bclicvc ilui ihc 
degrte of existing and proposed forced subsidies are not clearly explained aiid wc hopc that your 
answers to the questions will be of assistance them. 

1.  Staffs Revised Memorandum of 10/21/98 includes Additional Schedules 5A uid 58, 
whose column headings include ‘Total Remand Revenue Requirement” and “Utility’s Scttlcnicnt 
Revenue Requirement.” These columns show the revenue requirement berorc staff splits tllcnl up 
into (he various capbands. However, both columns are influenccd by either a subsidy cost or 
benefit for each utility system, includlng the systems in the $5’2 and $65 cap groups. With 
respect to the revenues required in each of these COIU~X~S: 

A. What is the annual subsidy cost or benefit for each system? 

B. What would be the return on fa& base for each system? 

C. What would be the return on equiy for each syskm7 

2.  Schedules 4A and 4 8  to Staffs Revised Memorandum of 10/21/98 include column headings 
of “Final Order” and “Recommended Ram.” These show the monthly water bill for ;15/8” X 
3/4” meter with ausage of l0,oOO gallons per month and the monthly wastewater bill at 6,000 



A. W h a ~  would be the system revenue for each of the r t spc i ive  columns Tur hotit w;itcr 
(including other income). and sewer, The $52 and $65 capped sysicllls s l t ~ ~ i d  bo 
includcd. 

8. What would be the subsidy cost or benefit for each system? 

C. What would be the return on rate base for each system? 

D. What would be the return on equity for each system? 

E. I understand that the revenue split between the meter and gallonage charges win urigin;illy 
set at 40/60 percent i n  order to encourage conservation by placing thc bulk on conwnlptiotl. I IIIII 

especially concerned with water conservation issues and would like to know what thc split is 
currently for all the systems included in this rate casc and under the rcmand pruposals. 

3. Also on Additional Schedules SA and 58. the column heading “Utilily’s Scttlemcnt Kcvcnuc 
Requirement” appears to be the alternate that Staff refers to in the Revised Memorandum. Whcn 
the Staff makes thefr capband allocations, the rates are shown for the alternate in Addilional 
Schedules 6A and 68. but there are no schedules showing either the cost for ihc IO.Oo0 gilluns 
per month for water and the 6,000 for wastewater or the total revenue for each system. With 
respect to these columns: 

A. What would be the capband revenue for each system? 

B. What would be the 10,000 gallons per month water and the 6.W gallons pcr nrunth 
wastewater cast pcr customer? 

C. What would be thc subsidy cast or benefit per system? 

D. What would be the rate of return on rate base? 

E. What would be the rate of return on equity? 

4. In Schedule 1, Lines 3 and 4 show the total utility “ C o m t  Equity Adjustment Tor RcfunJ“ as 
$195.25 1 or an average 0.34% increase in annual revenues. However, since none of b e  552 iind 
the $65 capped service area systems will absorb any of the equity cost. of m y  other incrcascs Tor 
that matter, through increased rates. that shortage had to be made up by charging u subsidy tu 
other systems. With respect to thc equity adjustment associated with capped service area 
systems, but not collected from them: 



A. What would be the equity subsidy cost for cach capband systcni? 

8 .  What would bc thc pcrccntuge equity subsidy for cach rxph;iiid \y\tciit” 

C. Will that incrcAsc the return on rate bare for the respective systcnis’! II‘ v). b y  I I I W  riiucli? 

D. Will that increase the return an equity for each capband system? If so. by how niuch? 

5. T h e n  docs not seem to be any schcdules showing what the revenue requilcmcnt would bc I’ur 
each system with the 4.8% utility settlement offer. Since the $52 and the 565 cap@ scrvicc 
systems will not be charged for any in the h a n d  settlement offer, then must bc suhsidics 10 ~ h c  
capband systems to make up for the shortfall. 

A. What would be the revenue requirement from each system and percentage incrcasc? 

B. What would be the subsidy cost or benefit p r  system? 

C. What would be the return on rate base? 

D. What would be the return on equity? 

I am also advised that the final order provided that certain systems, including sonic ill m y  
district, were entitled to Interim Rate Refunds. As I understand it. all of the settlement 
alternatives being proposed by staff would complelely eliminate the refund of these monies to 
any of the customers to whom they are owed. Is this true? If so. what is the total ilinount of 
Interim Rate Refunds owing and what specific systems a n  they owed to and in what aniounis’! 

I may have other questions. but I: think the answer3 to these will give my constitucnis a good 
start at determining whether or not any of the staff alternatives of the utility’s proposcd 
settlement is a “good deal” for them individually as opposed to just paying the rnonics 
specificnlly owing from them as’mandated by h e  court and going to hearing on tlic issucs 
allowed for by that court. 

Si 

CC: Public Service Commiuion Commissioners 
Senators Brown-Waitc, Cowin, Bankhead 
Representatives Boyd, Russell. Fasano, Casey 
Public Counsel Jack Shreve 



STATE OF FLORIDA 

November 5. 1998 

MEMORANDUM 

Ms. Blanca Bayo, Director of Records eporting 

No, 950495-WS, increase in service availability 
charges by Utilities, Inc. in 

Collier, Duval, 

TO: 

FROM: Julia L. Johnson, Chairman 

Docket 

Highlands, Lake, Lee, Marion, Martin, Nassau, Orange, Osceola, Pasco, Putnam, 
Seminole, St. Johns, St. Lucie, Volusia, and Washington Counties. 

Please find attached a copy of a letter dated November 4, 1998, from Florida State 
Representative Nancy Argenziano, which references matters at issue in the above referenced 
proceeding. I received Representative Nancy Argenziano’s letter on November 4, 1998. Because 
this letter addresses matters relevant to a pending proceeding, it is necessary to place this 
memorandum and attachment on the record of the above-referenced proceeding pursuant to section 
350.042, Florida Statutes. Please give notice of this communication to all parties to the docket and 
inform them that they have 10 days from receipt of the notice to file a response. 

JLJ:CJW:jbe 

Attachment: 
cc: Mary Bane (EXD/T) 

Lila Jaber (LEG) 
Ralph Jaeger (LEG) 




