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Betty Easley Conference Center. Room II 0 
Tallahassee, Florm 32399-0BSO CJ .1:" 

w 
<J; 
() 

Re Doclcct No. 980561-WS 

Dear Ms Bayo: 

Enclosed herewith for flllng in the abovc-referenc;ed dockets on behalf of Fl'lrida Water 
Services Corponlion are the orisinaJ a.nd fifteen copies of the Reply Comments!T cstimony of Brian 
P Armstrong. 

Please admowledgc receipt of these documents by stamring the extra copy of this letter 
"filed" and returning the lll1lC to me. 

ACK 
AFA 

Thank you for your usiltanc;e with thlJ tiling 

~tJ.ra:f\.c> . 
CAl'-
CMU __ 
em __ 
EAG 
LEG 

LIN 

- -KAMII Hlrl 

~~~res 
$(c{':.,.ll Panics of Record 

ore ,. .. J 

RCH ..;I,___ 
I 9£C ....:..,,--

WAS ¢t 
on-t __ _ 

Sincerely, 

~~ 

I 3 4 0 I liOV ll &: 



Blanca S. Bayo. Director 
Page 2 
November 30, 1998 

CERTIFICATE Of SERVICE 

I HEREBY CERTIFY 1ha1 a c;opy of 1he foregoing wu furnished by U S Mail 10 lhe 
following thiJ 30lh day of November, 1998 

Christiana Moore, Elq. 
Florida Public Service Commisaion 
2540 Shumard Oak Boulevard 
Tlllalwsoe, FL 32399-0ISO 

S1ephcn C. Burgess. Elq 
::>ffic:e of Public Cou!Uel 
Ill West Madison Stnoet 
Room 812 
Tallahusee, Florida 32399-1400 
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Q. WB.AT IS YOUR NAME? 

A. 

Q. 

r~y name is Brian P . Armstrong , and I am General 

Counsel and Vice Presl dent - Legal of f lortda Water 

Services Corporation. 

Dm TOO I'ILI: DIJU!CT CCHCENTS/TESTINONY XN THIS ROLE 

D0CXET ON BIUIALI' OP FLORIDA WATER SERVICES 

7 COJU>ORA'l'ION? 

8 A. Yes. 

9 Q . BAVB XOU REVIEWED TBE PREFILED COtOCENTS OJ' KR . 

10 SBARJt OF TBJt COHK.ISSION S'l'API' AND MR . BURGESS OF 

II 'l'B& OrPICJ: OF PUBLIC COUNSEL? 

12 A. Yes, I have. 

13 Q. DO YOU HAVE ANY REPLY COMMENTS TO MR . BURGESS ' S 

14 COHICENTS? 

IS A. Yes . On page 2 of hls comments , Mr. Burg~ss pos1ts 

16 tho argument that Socuon 361 . 081 (41 lbl authorizes 

17 the Commlss1on to, by ru•e , o!fset pnor year ' s 

18 foregone expense decreases aga1n~L a 1 tled 1ncteasc 

19 

20 

21 

22 

23 

24 

because the statute re(ers to "new r ates authortzed 

to reflect tho amount c! the ch3ngc . 

think it rather clear from the statute that the 

~changeH r e ferred to IS the change Jn \hP expense 

in the last 12 m-:>nths. Thu Legi~latlvu history 

seems t o con!irm this . for the Commissio n's 

2 
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edificatlon, attached to my reply coMm~nts are t wo 

Flor ida Senate Staff reports on change~ to Chapter 

367 mode i n 198S. With regard to pass-thro uqh 

items, both o! these reports refer to "pass-th~ough 

costs dat i ng back (only) 12 months fo r the date ot 

filing ." Thus , it is the amount of the change to a 

pass-thrcugh expense in the last 12 months which is 

supposed t o be the subject of the pass-through rate 

change, not a ny changes p r ior thereto . I note that 

Mr. Sha fe r ' s At t achme nt C illustrates that the 

amount o! the 12- month change t o his hypo t het l cal 

pas s-th rough expense is S . 50 , but that t he proposed 

ru l e would deny full recovery o! that amount . 

Aside f rom the a r gument mentioned above , Mr. 

Burges s admits that tho Comm1ssJon Is not oxpressly 

gi ven statutory power to do what lt proposes to do 

by this rule; Mr. Burqess states that the statute 

"does not prohibit of fsetting an Increase by a 

p r eviously nonimplemented decrease." rc the 

Commission is not a!flrmatlvely given d power by 

the statute , then the Commission has no authonty 

t:o exe r cise that power, a" 1> rule cdnnot crllatc 

such . further , Mr. Burgess glosses over the 

inequity argument I made in my direct 

3 
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A. 

• • 
~est~mony/comments: 1t ~s patently unfair (or the 

Commission t o o ffset for poor year ' :s foreqone 

decreases but not accumula~e pr1o r yoar ' ~ !oco~ono 

increases . 

DO YOU !lAVE ANY 1\.El'LY COKHENTS '1'0 MR . SliAYE'R' 8 

C<lMICEN"J.'S? 

Yes. rn addition to the points I have made ~n 

reply to Mr . Burgess ' comments, 1 would like to 

reply briefly t o some o! Mr. Shafer ' s points. On 

pages 5 and 6 Hr. Sha fer sta~es that the proposed 

rule would not lmpose a pass - through rate decrease. 

Yet , that is eKac tly the effec t whic h the staff 

.intands for t:ho proposed rule to havo: pur rh~ 

utility ir. t he pos1t1on starr believes the ut~l~ty 

would be in had it r1led f o r a pa5s-through 

decrease in a pr l.or year . On page ? , Mr. Shafer 

opines that the Comm1ss1on has the authority to 

require prior years cost 1n!o1mat1on pur:suant to 

Section 367. 121 Ill I c J , florida St a tute s. Tht.! 

CommissJ.on has the pcwer pursuant to t he clled 

provision t o requi re ~ utlltty to f ile "reports , " 

but 1 do not bel ieve iL 1s approprlate o r CQrrerr 

chat such a power may be Invoked lO so drasucall~· 

al,or "he only !illng requircmonta established in 
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the s~lltute for pass- through f1l1ngs -- 4 slmplc 

"verified no~1ce" lind earnings "'a!fi rna tion ." l 

t:Akc it that by >. nvokl.ng Section 367 .1 2 1111 (C) Mr. 

Shafer concedes that Se ction 367 . 08 1 (41 lbl does not 

empower the Commission to roqu1re 3 year5 o l 

historic i nformot ion. 

On rages 8 and 9, Hr. Sha fer d"cusses the 

prospect of whdt he calls "'double recove:y" of an 

expense item. As stated in my di rec~ comments , r 

maintain that this perception 1s wrong . The pass

through statute was net designed fo r the Commiss1on 

to perennially micromanaqe rates for one or more 

expense 1toms . All qxpenses do not rema1n equal 

from year to year, as Mr. Shafer presumes. The 

pass- through s ta tute was dc:signed to provide a 

simple mechanism for af!ecting rate changes to 

reflect 12-month cha119•'~ In c ertain ~xpc:•1~c Items 

throuqh the utility' :~ ! \ ling a verlilcd notice 11nd 

af f irmation. 

On page 9 , Mr. Sh11fer a5S<Hts as does Mr. 

Bu r gess 

p rior 

that there should be no accumu l lltion o r 

year's foregone pllss-throuqh 

bec11use the u l111ty controls when a flles !or 11 

pass-through. I find lt 1ron1c that stare would 

5 
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like to e ff ectively wreet away that utility control 

when it comes to a tore9one pnorc year ' s pass

~hrough d9creaso . 

4 Q . DO I OU RAVE ANT FtlllTIIU COHKENTS AT THIS TIME? 

S A. No . 

6 
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DAT£1 til['b Zl . 191$ 
PoQt .l.... 

,YAl.XST 

1. lrtnnlng ~ 
2. 

STArr DIISCCTQIS 

C.t lntf~ 

l. 

l.C'S!C 
1. 'iCCA 
). 

SU&JECTt 
$ 1 115 by 
St na tor McPhe rson 
lAo pooatd by tho Lt;l a l oturo l 

l. SWOSN\X: 

A. PttJtnt Sltuatlont 

Chapter l''· r lorldo 'totutta. pro•ldoo for t ho ro;ulotloft of 

cert a in vat er and •~•r •r• t • .. by t he Public Service 

C-luloft (PKI . Pr lor to t he lu uonco of a poral t by tho 

De~r~tnt of Env l ro~tnta1 ~c9ultt lon fo r th t conatructlon of 

a ftov vator a nd aevor facil i ty , tho utility auat obto lft o 

c t rtlllcott Croa lht PSC authorloln? It t o provide aorvlco . 

Tho cort lflcott dtC inoo tho utility a aorvlco t e rritory ond con 

be aubeequt ntly .. e nd ed to ta t t n4 \ht utlllty• a Jt rv\c t 

te rri t ory. StcliOft )£7.061, f .$,, tl t o~ll ohoo tho procoduroo 

by vhlch 1 va t•r t nd •~•r utallty can ts t t nd lt l ae rvlce. A 

utili ty dea lrlnq to t&t t nd Ita atrvl ct l t r r ltory au1t •••t 
certa in notiee requlreatnLa . The utlllt{ ~r aate a n 

oppllcotloft to tho PSC to oaond I ta cort Cicott provtdln; lor 

auch aa t enalon a t enr tlat vlthln one yea r tollov lnv notice . 

Stct iOft ),7.011(41, r.S., 1,14 S~pp,, Olttbllshoo o procodur o 

by vhlch t vator and ••••r utility • •Y l aploaont a rot e 

odj~auoont blood on o prlct Indo• lor a a jor c ot ovorl oo o r 

ope r a ,ln9 coata Incurred by Yi t t r and aever utl l ltlea. vithout 

furth er • ctlon ~ the PSC. ~•t•r a nd aeve r utlllt l ea' c e n 

a utoa.tlca lly ad u.t the lr r a t ea blaed on an an~o•J ln4e• lnQ or 

certa in coat& 1 a paaa·throuqh or the follovln;t 

'11 The coat of purchaa ln9 ae rvlcea 

froa a 90varn.ental 191ncy or other 

ve t ar and aave r utlllty re9ulated by 

t.llo PSC; 

(21 The COlt o f pur choo lnQ o ltctrlc 

pove rt or 

(JI Tho ..aunt of od valoro• tt a 

••••~•td oqolnat Ito property. 

A Vlllt and IIVI r utility 11 llalt l d tO lVO I UCh ld1u•~ent l ln I 

l2~th period. Tho uoo of tht lndo1lft9 and pooo-throuqh 

provla lona tor r e t e • djuaLaenta a re llalced to the aoat rece nt 

Indo• c otculo tlon and paoa-throuqh cooto do t lny bock only 12 

aontht Croa tht dttt o f l lllnq. When ~pllcot ont undor both tho 

lndoa lftQ ond paoo -throuqh provlolona ~·II ltd, th o lll lnq Ia 

c-ofta idered 11 one rate •d1uataiiH. &,At, v lthln 2• -.ontha oC the 

rote odjuauoent, tho ,sc Clnda tha t tho utl l ltf o•c• •dod I ts 

authorl~ed r ate ot return. lt .. , order the ut llty to refund the 

di ff erence to the rat epayera . 
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s. Effect of Propoaed Chanqo11 

Chepte~ l67, r.s ., ~~rrentlf req~lres • c e rtttlcate rroa the PSC 
t o r nov vato r a nd sovo r lac ll t l tl under It s jurisd ic tion. Other 
provlalon1 of tht chapter •••• to iaply cha t all vatt r and seve r 
utlll t l ea under I ta PSC ' a jur ladlct l on •ust have cortlllcetos. 
Tbla bill IP41Cirlca11r roqulroa thH ell aucb vaur end so.,.or 
utlll t l oa •uat have a current cortl l lcato . 

Soc t lon 40l.l5l, r .s., '''• lupp., P41r.lts tho Dopar t•ont o l 
£nvlrona•nta1 a~ulat lon to require tbe t est ing o f pybJic va t e r 
aupplltl for certe ln conc.-l~ant s . Ttat ln~ for auch COftta•lnar.ts 
Ia requi red l or c~lty va t a r aupply systoaa at l oos t ovory J 
yeara. ~~ de~r~ent haJ pro.u l91t1d ru lea to require auch 
t o&tlnv to bo dona by certa in cert i fied l aboratorl oa . Tnl s bill 
al lova vattr and aever utl l l t lta to use the auta.et lc paas• 
throu;h prov l a lona of a . J67.011, r .s., 1'84 5upp,, to r ecove r 
Cr~ tho ratopaJora tho costs of such vator tost lnv. If tho PSC 
finds that tho utllltJ hal oacoadod ltl authorltod r ote o f r e turn 
af t e r l•pl .. ontlnv a rata adjuat•ont purauant to tho paas ·throuqh 
provlalona, then I t aay order tho utility to rotund th o 
dlflo r onco to tho ratapayara and adjus t Ita r a t o5 accordln;ly. 
Sucb a dttt~ln ac lon auat be ~d• br the PSC v lthln 1C -ont~a 
eCtor tho ra t oa ba vo boo n ad jus ted by tha uti l ity us lnv tho p111· 
tbrouqb provlalona. 

I I • g9I!O!! I C I HPQ N'P ri SCAL IIOT~ 1 

A. l'ubl lc 1 

Curre ntly . thtrt are only S laboratories in the statt vhlch have 
boon cortlflod t o do tha va t or t oa t l nq vhlch tho Dop•rt•on< or 
tnvlronatnta! Rt9Ulation r equfrta . Tht cos t a aasoclettd v~ th 
oucn una r a n9 o Cr~ $HO t o $1,100 otatovldo. Thou tlvuroo 
ar t q t nt r a lly only t or tht l n ltia l t ta t a~ vhere tht t l ndinQI 
art ntqa tlvt and no tvrtht r t ta t a I t t rtqulr~ I t thet tlMt . 
J.ddltlona l t ta t a . and thtrtlort cos ta, a r t ntceasa ry vhtn l n l t t al 
t t l t r taulta a r t potltlvt. Tht costa or the t tl tl vould ~ 
~rtl ~~ and paaa~ onto tbt rate pa ye r• throu9h an autoaat lc 
t ltt adju.tt.aent. rt. bovever. co1t1 for any va t tr q uality tts:.s 
have a lrtt4r ~'" included lnto • uulhy' a rat e , thtn th t pass
throuqh provlalona t4nnot bo ua od. 

lt J& not k novn I t Lb f l t fa t hOY Alnr Vl l l t And ltVt t Utfl l titl 
that • r• aubj oct to tbo PSC' a jurlad ctlon do not currently 
poaaoao a ce r tif ica t e lro• tha PSC. Tho bill vould roqulrt auth 
utllltlta to have a .cur r t nt c t rtll lcatt. 

a. Ck)verMtnt.a 

Ho alqnltlcant l•poct. 

l 1 J • CCI!f:rlt!TS 1 

Ttchnlcal errore - noAe noted. 

l V. AHPft!CP!IS 1 

II by C0111orco1 Clarlrlu tha tl•o pe riod In vhlch tha PiC • a r •ako 
1 ~•ttn.lnatlon 11 t o 1 va t t r a nd ltvtr utlltty ' a overea rn lnq1 •• a 
r e1ul t ot auLa.l tlc. rat.e • d j l.al t aent•. No lddltlon•l l •p• co t. 
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DATil: !tpr I J/ 11. 1285 Pogo ..L 

SEMATI: STATr o\IIALTSIS AIID ECO!IOHIC IKPACT STAT!:HUIT 

AHALJST SIAtr DI!I!CT9R 1\EfCi!WICC 

I. COK 
2. ECCA 
3. 

ACTION .... 
FlORIDA f • -41Vf$ 

[tv. v i Ae e nd .nrP,tJn .. ·~. !,.1 " Tt 
ftvortb lt D .. A. Glt· • • .,.G 

SUIIJ£CT: 

- t\a_'\U• H llliP-0250 
=<v< .. .l!.. ,,~..., Pic.; 

se n s by 
sene t or Hc Pheraon 

t • StJKHA.BX: 

A. Preaent S ltuatlon: 

Chapter )67, tlo rlda Statutoo, provldoo Cor tho r~u la tlon o l 
certa ln vater and •~•r ayateaa by the P~llc Strv ict 
C,_lulon (PSCI. Pr ior to tho luuanc o of 1 poralt by tho 
D-ep.trtatnt ot t nvl ronaental Requlatlon (0£1t) t or the 
eon•truc tion o t a nev vater and aever lacl l l tT. tht uti l ity 
auat obtain a cortlflcato fro- tho PSC a uthor : lng It t o 
provide aorvlco. 

~ectlon l67 . 081( 4 llol, tlor lda Statute•, 1984 Supplooont , 
ea t abl l ahea 1 procedure b y vhlch vat e r and •tver utilitlta ••Y 
l•plc• ont • r• • • edjuaL• enL b•acd on 3;.rlc• tndta tor • • jor 
ca t iQOrlts ot operac.in9 cos ta Incurred y ve t er 1 nd aever 
util ities v ltbout action by t ho PSC. octlon 367,00II4IIbl, 
r lor1da StaLutea , est1bll1hea 1 procedure by vh lch utllltlea 
c an autOMati cal l y adjuaL the ir ratoa boa~ on a paos·through 
ce r c.1 ln co:ata. 

A v1 t er 1nd aever utility Ia ll•lte,d to tvo ldjvst••~ta ln • 12~ 
aonth P*t iod a nd the uae o r t he lndexlng And p•ss·through 
provl a lona fo r auc h adju•t•enta •r• l l •lt~ to the MO\t re c ent 
lndtl c a lculation e nd p.aa·throuqh co1ta d et inq b1ck t2 •onthl 
r •- tho dote ol llllnv. When applicat lana under. t ho I nd u l ng 
and pasa-th rou~h provlalo~ ar o f ll td, th< f i l ing Is cono ldor~ 
•• orte r e te edjust.aent. . '-1!. v lthln 24 110ntha o r the rate 
adjuatJoont, tho PSC tlndo that tho utility exceeded I ta 
tuthorl&•d rate o f re turn, I t aay order the utlllty to refW\d the 
un1uthort1~ r eturn to r l ttplyt r J. 

Part VI of ••etlan 403.053 , Plorlda Sta tutes , 1984 Supp l oaont, 
requl rea D£A to adopt 1nd enforc e r e9u l1 tlona reletln9 to the 
t eat. ln9 o f public va ter auppllea for certa in contaalnanta. The 
de~r~ent has r.qulrtd by rule thlt a uch t eatin9 be done b y 
eert1 ln c tr tl f ltd labora torl ea •ee tlng certa l n crltarla every 
throe r••r•. 

a. ~C foct o f Proposed Changoo o 

Tho bil l r equire• t hot ooch utility oubjoct to tho comml aalon'• 
Jurl•d lc t lon po••••• • eurr• nt c•r t l l lc•t•. 

The bil l •llova VIle r and aevt r utllitJea t o u•e the automat te 
paoo-through pro• l • lono of oectlon 367.0111 • 1. r lorlda Statute s , 
1984 s uppl•••nt, ;ro re cove r tro- r•t •~• r• r• th e coat.a o t auch 
voter t. eat lnq. vff the PSC ! l"dc tha t the utl l l ty he a ••c •e.ded 
ltl authorised tilt o r return at t er iapl e•ent.lng • r a t e 
ad J~•taent p~r1 u1 nt t o the ~·•·throuth ptoYlalona, t.he 
c~l••lon •G J order Lht ut lllty to ref und the Ynauthortaed 
retur n to rat. ~P•r•r• a nd to acljust It a r1te1 accord ln;ly. SYch • 
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dtltra lnatlon au.t ·• .. de by t h t PSC v lthln l 4 ~nth• alte r \he r• &. •• h a•• been aCS ) .a ted b y t h e utll tty u s ln9 tht paaJ•throu.qh provla lona. 

I I. U'O!f(MIC IMPACT t.I!Q rtSr.AL JIOTC t 
A. PubliCI 

There a r tS laboratorlea In Flor ida vhl c h Nttt DEft' a c r l torla to do vattr ttatlft9 r~ulrtd by DEft . The coat or Initia l tea t a Ia bttvotn S760 to SI. IOO. II the ruvl u art negative, no IIOrt tta t a, or coata, ere nececs•ry. If the reaulta a re poaitlve. ad4ltlonal ttltl, ar.d c·osta , art neceaaary. Jt l a a_sa-...ed c. ha• th t coata of the test~ vould be p._a.d onto tbt rat e~yera through an a utoaatlc rato adjuat•tnt. 
To tbt tatent certa i n vattr and sever utllltea aubject t o th~ PSC'a jurisdiction art not In poaaeaa lQn of • currt nt c t r t l f lcata , those utl l l t i ta v l ll Incur t he coa t ot an appl l atlon ftt ti'WS a nr11al tt9Ul t tory •••••••tnt f••• · It u •••uaed th••• co sta vl ll b4 passed on to tht r a t tpa ytra In the ro .. or big~·· •••••• 

I. Gov t rn.tnt J 

ACcording t o PSC atocr . the reqvlrc•ent that c orto ln vtl llt l es under It a jurls.dlctlon vh SC1t do not poaaeaa current c ert 1 r lcat ta obta in one v l ll rttult In lncrtaaed revenue to the PSC in th e for• of appl lcat iOft ftll and • nnu• l r•q ~l e\ory ••••••• e n\ Ctes . 
I II • CO! 'jEI!TS 1 

Tft t prov l alon• of the chapte r do not prov id e tor tht eaplr•r. lon or rt~tva l of 1 ce rtlt lc ttt. but do prov ld t for th t revocation or auaptn•lon of a cerr.lt tcett . lc vould appear aort appropr l ett to requl rt va t t r and ••~er ut llltltl under the jurlsdlctlo~ o f tht PSC t o poaaeaa 1 •valid• c t r t l f lcatt r a ther tha n a •curr t nr.• c err.lt lct t t . 
Sl 175 voa ordortd e nroll ed on Mor 11, 1'15 , 

I V. N"CHQMC:tf[S t 

11 by co--.rc t t Cla rlfl tl the r.l•• P4r lod ln vhlch tht PSC ••Y ••~• • dtttrM l ne tlon aa t o 1 va ctr a nd atver utl l lty•a ove r• •r"lnqa •• t rea~lt of a utoaa tlc r t t t adjus~enta. 
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