Public Serpice Commission
-M-E-M-O-R-A-N-D-U-M-

DATE: October 23, 2001

TO: Division of the Commission Clerk and A istrative Services

FROM: Division of Legal Services (Gervasi)

RE: Docket No. 011344-WS - Resolution No. 2001-128 by Nassau County, in accordance with
Section 367.171, F.S., rescinding Florida Public Service Commission jurisdiction over
investor-owned water and wastewater systems in Nassau County.

Please file the attached letters dated October 22, 2001, from Mr. Walton F. Hill, and
October 23, 2001, from William E. Sundstrom, Esquire, in the docket file for the above-referenced
docket.
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cc: Division of Regulatory Oversight (Rieger)
Division of Economic Regulation (Iwenjiora
Division of Legal Services (Crosby)
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Unitedwatel' 7 ,‘\ - Walton F Hill

Vice President
® Regulatory Business

October 22, 2001 United Water Management and Services
700 Kinderkamack Road
Oradell, New Jersey 07649

Ms. Roseanne Gervasi, Esq., Legal Department telephone 201 986 4747

Florida Public Service Commission facsimite 201 986 4996
2540 Shumard Qak Blvd. Mailing address 200 Old Hook Road
Tallahassee. FL. 23299-0850 Harrnington Park, NJ 07640-1799
Re: Docket No. 011344-WS VIA FEDERAL EXPRESS

Dear Ms. Gervasi:

I understand that the Commission is in receipt of Nassau County’s Resolution 2001-128, which
attempts to rescind Public Service Commission jurisdiction over investor-owned water and
wastewater assets located in Nassau County, including those of United Water Florida (UWF). A
County Ordinance to this effect was scheduled to be considered at the meeting of the County
Commissioners scheduled for October 22, but this has been postponed. William Sundstrom, Esq.,
represents the Company in this matter.

Through Mr. Sundstrom, UWF has responded in writing (attached) to Nassau County, noting that
under the Beard decision (1992), its facilities located in Duval, St. John’s and Nassau Counties
constitute a single system whose service transverses County boundaries, which system is therefore
subject to Commission jurisdiction. In fact, the Commission has recognized this jurisdiction as
recently as 1997, in Docket No. 970210-WS, Order No. PSC-97-0929-FOF-WS, where in approving the
acquisition of the assets of Sunray Ultilities in St. John’s County, the Commission held that UWF’s
assets in St. John’s, Duval and Nassau Counties were a single system within the meaning of Chapter
367.021 (11), Florida Statutes. I have attached pages 4 and 5 of that decision. Note also that the
Commission referred to UWF’s prior rate proceeding at Docket No. 960451, where it accepted
stipulations that UWF’s land and facilities were functionally related and formed a single system. I
have attached the testimony of Company Witness Heil submitted in the rate case which is the basis
for the stipulation accepted by the Commission.

The facts cited at pages 4 and 5 of the Commission’s Order in 970210-WS, and as set forth in the
testimony of Company Witness Heil submitted in 960451, have not changed. UWF still manages and
operates all of its facilities from its office in Duval County, and its rates for utility service are uniform
for all customers. Central office personnel provide the same utility services across the entire service
area. UWF’s customers are all serviced by the same customer service representatives at the same
customer service telephone number. Financial, operating and capital planning is done centrally for
all utility facilities. Thus, all of UWF’s facilities and land in all Counties are functionally related.

If you have any questions, please do not hesitate to call.

Very trul); yours,
y, ’ ’ ) -
/ /// Y S
3 4 . ' 7/ o ‘ .'.
Walton F. Hill ocT 73 nol
Attachments e R e
','\ NN ¥
cC: W. Sundstrom

J. Marino
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: BApplication of United Water
Florida Inc. for Increased Water
and Wastewater Rates in Duval,

DCCXET NO. 960451-WS

Nassau and St.

)
)
)
Johns Counties )
)

TESTIMONY
CF
PHILIP HEIL
ON BEHALF OF _UNITED WATER FLORIDA INC.

2. Plazse stats your name and addrass.

Al My nams 1is Philip Heil My businsss adcdrsss is 1400
Millcce Road, Jacksonvilles, Flcrida 32225

Q. 3y whom are you employed?

2 Jnitad Wazmer Flerida Inc.(“UnizeZd Watsr Foorida”),
formerly known as Jacksenville Suburban Utilitiss
Corzorzzion

Q. What is your posizion with Unitsd Water Florida?

A, I am Vice President and Manager of United Water
Florida.

Q. Please describe your previcus utility experience and
background.

A. In September 1960 I was employed by Citizens Utilities

Company, a nationally known multi-service utility

serving in various states in the United States. From

September 1960 until Octcber 1961, I was the new

business representative for the Colorade District, a
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How were Schedules H-1 through H-13 prepared?
The schedules were prepared in conformance with the
Commission’s MFRs and rules.
In your opinion, do these schedules fairly represent
the information required by Rule 25-30.440, FAC, Rule
25-30.436(4) (1), FAC, and Rule 25-30.4385, FAC, for
United Water Flcrida as c¢f the daztes and for tnhs

periods of time for the raspective schedulss?

Yes
Plaasse dascribe the relationsnhip of the Zzaciliziss anc
land used by Unizad Wazar Flcorida.

P
S=agv 1= s ] -

Floricda to provids watar and wastewatar utilizy service
tc customers in Duval, Nassau, and St. Jchns Ccuntiss
comprise a single watar and wastawatsr systcam. In
Order No. 243335, issued c¢n April 8, 1951, the
Commission specifically found that “(United Water
Florida’s] comeination  of functicnally ralated
facilities and land is indeed a utility system whose
service transverses county boundaries.” The First
District Court of Appeal agreed with the Commissicon and
affirmed the Commission’s order. The functiocnal
relationship among the utility facilities and land of
United Water Florida that provide service to its

customers is evidenced as follows:
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United Water Florida manages all of its utility
facilities from its office in Duval County. The
office is centrally located for all of United
Water Florida’s service area in Duval, Nassau, and
St. Johns Counties. In terms of driving time from
the office, it takes approximately the same amount

of time to reach the most remote service arsa in

each of the thr=s counties;

The same manager 1s responsible for marnaging all
of United Water Flecrida’s operations in the thrzs
counties and at all of the facilities;

The same officers oI Uniced Water Flcrida a
rasvonsible for ovarsaaing all of Unit2d Wacex
Florida’s oreraticns in the three counties and ac
all of the facilitiss;

The same engineers of Unitsd Wazer Florida ars
responsible for designing United Watar Florida’s
utilicy facilities, establishing standards and
specifications, reviewing develocper plans,
coordinating with regulatory agencies concerning
required permits, and providing engineering
services in all three counties and for all of the
facilities;

The same accountants and other administrative

personnel of United Water Florida are responsible
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for providing administrative suppeort for United
Water Florida's cperations in the three counties
and for all of the facilities;
The same maintenance personnel of United Water
Florida maintain and repair United Water Florida’s
utility facilities in the three counties and at
all facility loc=tions;

United Water Florida’s customers in the tares
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The water procduced by all of Uniced Water

r tr=2atment plants and the efflusnt

1]

Florida’'s wat

and sludge by-trzcducts o all cf Unized Wa:msx
Florida’'s wastawater tre2atment plancts ars tasted
by the same personnel and independent

laboratoriss;

Purchasing for ©United Water Florida’s utility
facilities is dcne on the larger econcmic scale of
United Water Florida’s overall orerations and
utility facilities and not on a county by county
or a facility by facility basis;

Staffing requirements are reviewed in the context
of United Water Florida’s overall operations and
utility facilities and not on a county by county

or a facility by £facility basis;
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e United Water Florida'’s other planning is done in
the context of United Water Florida‘s overall
operations and utility facilities and not on a
county by county or a facility by facility basis;

e United Water Florida’'s budgeting has be=n on the
basis of United Water Florida’s overall operations
and utility facilities and not on a ccunty by
county cr a facility by facility basis;

e The separate utilicy facilitcies opera:zzd by Unitad
Wacer Florida ars not substantially difisrent from
each other;

¢ Tha cost of o¢psrating one of Unitsd Water

Flecricda’'s utilitcy facilities dces nect varv

h

materially from the cost of operating another o

its utility faciliciss merely because the utility

facilities ars located in different counties; and

e United Water Florida manages and operates its

utility facilities as a single functiocnally
related system.

You have described United Water Florida’s facilities

and land as comprising one single functionally related

system. What is United Water Florida’s rate structure?

United Water Florida employs a uniform set of rates for

its single system. The Commission has previously

authorized United Water Florida to employ a uniform set
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5
of rates in its last general rate case in Order 10531
and in the three (3) counties in severazl orders,
including Orders Nos. 2279%4, 23111, 23708, and 23834.
It is my understanding that Jacksonville Suburban and
Scuthern Utilities each had their own uniform ractss
before the merger and in 1982 the Commission approved
the uniform rates for the surviving entity in Order Nc.

10531. Unitad Watar rlorida has unifs-m

ancnprelerential rates for its customers thrcughout =

fu

2rnclr?2 servics ars

Ars there any advantages o haviag a uniferm ses c¢3
Yes. With a unifcorm set ¢f rztas, United Watsr Flcoridsz
has cost savings cdue to reductions in fees and expensszs
fox accounting, data Drocessing, an oz:
acdministrative fsss. For Unitsd Water Florida to b=
raquired to have separazs ratas for each of i:ts
separate facilities would result in a logistical,
operaticnal, and administrative nightmare, as well as
causing higher rates because of the higher costs
involved in managing the facilities in such a manner.
Such separate rates are unjustified because United
Water Florida operates its facilities and land as a
single system. Of course, the cost savings currently

experienced from the uniform rates will benefit the
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Rose, SunpsTROM & BENTLEY, LLP
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Taucorsn (830) 6364029

Wiuam B, SUNDSTRON, PA- October ]5, 200t

D D. Taswom, BA.

Jous L. Witarron e et
VIA Fax and Mail

Michael S. Mullin, Esq.
Nassau County Attomey
Paost Office Box 1010
Femandina Beach, FL 32035

Re: United Water Resources\Nassau County
Dear Mike:

We are in receipt of Marlanne Marshall’s letter to United Water advising of Nassau
County’s Resolutlon revoking Florida Public Service Comimisslon jurisdicdon over investor-
owned water and wastewater systems [ocated within Nassau County. Attached to that letter
was a copy of County Resolution 2001-128 and reference was made to a draft Ordinance.
The Ordinance was not attached, and we request that a copy of the Ordinance that will be
considered by the Board of County Commissioners on October 22 be provided to the
undersigned for review and comment. We will appear at the October 22 meeting to amplify
the posidon of United Water ("United”) In this regard.

In short, United’s position Is thac its system in St. Johns, Duval and Nassau Countles
are but one singie system, subject to the jurisdiction of the Florida Public Service Commission
pursuant to Chapter 367, Florida Statirtes. In that regard, we have rendered our opinion to
United that notwithstanding Nassau County’s adopdon of Resokition No. 2001-128, United
remains subject to the jurisdiction of the Public Service Commission, and thus the actlon of the
County, as regards United, is of no legal force and effect. We do not represent any other
water and wastewater systems in Nassau Coumty, and tws decline to comment on the
applicability of Resolution No. 2001-128 to those systems.

We were further advised, just this moming, of a request of one developer In Nassau
County to secure altemative water and wastewater providers to his property, notwithstanding
the fact thac said developer’s land Is located within the exclusive certificated service area of
United. Obviously, the County does not have the legal jurisdiction to grant such request, and
United will resist, through all appropriate means, any efforts by the County o the contrary.
{ tntend to appear before your Commission next Monday to further elaborate on Untted’s
position In this regard. In the meantime, we respectfully request that the County take no
action on the developer’s request as outlined above.

co8g 9L N dT1 ‘AFUNSE BUWOALSANTS 13S0 Sp:1r e /S1-81
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Michael S. Mudlin, Esq.
October 15, 2001
Page 2
Should you have any questions or comments regarding this matter, please do not
hesitate 10 contact me.
Sincerely,
ROSE, SUNDSTROM & BENTLEY, LLP
Witlam E. Sundstrom, P.A.
For the Firm
WES:jmt
cc:  John Marino
Bob Gerber
Kevin Mulkshine
Todd Mackey
John Jenkins

United\Muilln letter of Ocraber {5

Rose, Sundstrom & Bentley, LLP
2948 Blarons Aacs Drive Tatlahassee, Flonda 32301
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BEFCRE THE FLCRIDA PUBLIC SERVICE CTMMISSION

In re: Application by Unitad CCRET NC. $70210-W5
Water Florida Inc. for amencmentc [ORDER NC. PSC-37-092%-7CF-WsS

of Cercilicates Ncs. 236-W and ISSUED: August 4, 158%7
179-S and for limited Seding
to adjust rates in St
Councy.
A )
The following Commissicners parzicipacted in the disposition of

this matzer:

JULIA L. JCHNSCON, Chairman
v. TZRRY D=ZASCN

STSAN F. CLARK
DIANZ K. KIZSLING
JCE GARCIA

NCTICZ OF 3220PCSZT AGZNTY ACTICN
QRISZ CN OUR-SDICTION, ZSTRZL IS NG 3T

ANT APIRCVING IATES AND CTARGES

AN
TANAL ORTTZ AMDNTING JIITITIORTTS NCS i6-% ANT 175-.3

m~

BY T==Z CCMMISEION:

NCTIZE 1s Thersby cgiven Dby the Florida >2utllcs Service
Commissicn that the acticns discussed herein ragardinc =ha
Commissicn’s jurisdisticn cver Unized Wazar Floriza Tme.’'s (SWF o=
utility) Zacilities iz St. Jonn's Counzv (Countv', esctaclishinc
rate base, and approving rates and charges, ars sraliminary in
nature and will beccome final unless a perscn whzse inzarssta ava
substancially affectad filss a petition Zor a Zzrmal progeseding,

7]

m=am -
pursuanT to Ruls 25-22.02%, Florida Administraci

SACKGRCINT

On February 1%, 1257, UWF, a Florida corperaticn formerly
known as Jacksonville Suburban Utilitias Corpera

application for amendment ¢f its cperatinc cercif:
additicnal territory in St. Jochnma Countvy. The amencman-

concermns customers formerly served by Sunray Utilizias - St. Jénns,
Inc. (Sunray), a wholly-owned subsidiary of Ravsniar, Inc. In

1955, Sunray served twc custsmers; a commercial customer wich =

]
ty
1]
g
)
7]
2]

— ——— —



ORDER NO. PSC-37-0925-FCF-WS
DOCXET NO. 970210-WS
PAGE 2

two-inch meter, and the Cimar-one Prcperty Cwners Asscciation
(Cimarrone), which is gervecd throuch an eight-inch master merer.

UWF provides water and wastewaler service in three neighbering
counties in northeast Florida; Duval, St. Jokns, and.Nassau. The
Commiseion has previcusly Zound thac UWF's facilizies ars
functicnally relaced and comprise a single ucilicy svscem whese
gervice ctransverses ccunty boundaries. UWr has asxad us cs
reaiiirm our juriscicticn over UWF's cperating faciliziag i= St
Jonns Ccuncy for the purscse of this procseding.

In zhis proceeding, UWF alsc filed a reguest for a limi-ad
procssding to establish rate base balances for the acguired
facilizias. Iz addicticn, with twec excertions, TWF has »= Tuestad
authority to implement i1ts cwn rates and charges inm the Sumwac
ar=a. The exceptions ccncern rezantion of Sunrav's zlan: :a;a:::}
and guarant2ed ravenue charzsas.

A cCusicmer me=ctiLns was sInIustzd on Juns 2, 1s3=7 W
customers atiancded, betk of whcw wers mestly infarascaed im Sumravs
commersiil ractes. Ne =residenzs ¢iI the Cimarrznma ::mzu:i:y

aceangcec.

JIBTSnTomIoN

- T o mm-a - - - - P e - - -
i L35 &gT.lcaticzn, Nr asA22 tnas we aIfilir- SUr uriscszzico
e — . S - - « " 2 m - - T -} -~ - < - -
over UWr anz =zhe Su:'.ra_ sacia =28 L. JC. Jonns -SUNIY, &AnZ IIRI we

ecause zni¢ Commission dces mor ~ave

exercise such Surisdiczicn. 3
jurisdiczion ovar wazar and
County, we Iind it negessary ¢

is subiect =z ocur Iurisdis

issues -n the zase.

Pursuant to Secziecn 347.171!7), Flerida §lizuzas, we have
nall Tllily svstams wrnise ga—r~=-s

exclusive jurisdiczicn cver "all Silizy 3

transverses county boundaries,” whether or not the csunzias ara

jurisdicsicnal. The term “"syscam® is defined in Sac=ien

367.021(:1), Florida Statutes, as "facilities and land used ox»

useful in providing servizs, and, upon a Sinding by =he
e

[Clommission, may inclucde a combination of Ifuncticnallv relaced
facilizies and land."

Jz=ns Sour-mv v Sear<, 501

o o
. 13T DCA 12%2', tha Firs: Discrict Cours ef Agrzasl

S¢. 22 339 (FL 22
acaressed the ingceryrezacicn of Secsions  347.021:1ii} and

367.171{7}, Florida
hi

Stacutes. The court affirmed Order No. 24333,
issued april g, s

1863 in Decket No. £10078-Ws, by which che
Commiseion found chat Zzcilities owned by Jacksecnville Suburtan
Utilities Corporatizn (mcw kncwn as UWF! in Duval, Nassau and St.

Vet



ORDER NO. PSC-27-0922-FOF-WS
DOCXET NO. 970210-WS
PAGE 3

Johns councies constituts a aincle system wnode service Sransverses
county doundaries. The cour: noted the functiicnal incerralzzadness

of the facilities, both operaciocral and admiziscrazive, and zhat

- -

physical comnnection was nct necsssary to support the finding. IS.
at 523. The csurt statad cthat: .

(tlhus, the evidexnce suppor: the PSC's
findinc that JSTC's facilicles comstituze "z
compinatieon of Suncsticnmally related Zacilizias
ané land"; in a word, a "systam”. DBezzuse Zhe
service provided by this systcam crosses ccunzy
boundaries, it 1s c¢lear <=natc the 2P3C nas
exclusive juriséiczicn cver J8UC pursuanz o2

gutsecticon 367.172(7).

.-
_i_.

In Zexmandg Sounnw v T38T, 583 3c. 24 4é EET-0
the courzt raversed a Commissicn corder de: zhe
Commissizcn has jurisdicticn sver sxisting faciliziss 2F
Scuthern Statas Utilizies, Inc., iz Flerida. The sded
that "the relevan: Iinguiry when dectarmining ==
jurisdiccion nder secticen 367.1.7207) is <zthe -
relatlionsihis o =we or mere Zacilizties providing =aa
in a partizular gecsgrashic ar=s comparaz.s o oth )
delinsZ in seccicn 367.0221.10%, gvar wnich the =8 F
juriscdiztien.” Ig. at 52 The zzurs Surcther cz3n a
raguirements o this statuze can Snlv De 3atisilied -
the Zacilities Zorminc the assertad ‘svscem’ exisz im eenmst:icusus
counctlies acrose which the servize travels.” I4. Furshar, the cours
mot22 that "to sacisfy the prersguisizes of secticn 347.17107', zhe
PST must Iind that ‘the sysctams wers speraticnally intagrazad, ar
Suncticnmally ralated, in . . 2TLlLTy service delivery (razher’
thar fiscal manacemenz.” 2. ac 31 (guoting Jizw—is Coum=er ar
Scuzhevrr gtscaeg Unilizies, §35 3 2d 1307, 1310 (Fla. 1s:z Dcaj,
saviaw deniad mem |, 653 Sc. 26 831 {Fla. 193%5).°' We ncce zhac che

'Subseguenc to the Beard decision, but prior o Harmande
Czunsv v, T9SC, UWF acguiraed thres zddicional walar ané wascawaszax-
facilizles; San Parlo and Atlancic iz Duval Couzncy, and Penca Vedya

in St. Jonns Councy. In the utilizy’s recent raca zase,

Neo. PST-57-0168-FOF-WS, igsued May 30, 1527, in Seckat Ne.

0w
q
o0

(1Y
[ ]
"

T L]
]

1 )4 i‘{ (YN

-3
WS, we accepted scipulaticns indicating Tz2at the evidenca ;: c
procsecing showed that UWF's facilicies and land wers funccionallv
related and formed 3 single systam whose 3arvica sransvargad maumecvw
beuncariss, and zha:z we had exclusive Jjurisdizzisn over UWF'a

- =,
-

facilizias in all =hr=s ccuntias.

)
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courz founc Beard to be both Zactually and legally distincuishable.
pt-

The jurisdicticnal questicrn sresented in this case is whezher
the aczuisition by UWF of zhe Sumray-St. Jobns facilities weuld
resul: in those facilizies being Iunctiomally relaced tc UWS's
octher facilities such that they weuld become a porzicn <f UWrF's
sing.e systcam whose gerwvice transgvarses Sounty beoundaries. I se,
pursuant t» Section 367.27.{(7', Flerida Statutes, we Rave

jurisdiction &o process zhe utiliztv’'s aprlizazion. For the
fcllowing reascns, we Zind this :c be the case, under both the

Bears and Hexman Counzv v, TT2Z opinicns.

iz its appllicatien and by way of a

UWF addressec this issue % 1=}
scatement filed cop April 15, 1537, Iz respcnse Iz a reguesc bv sur
scaff Zor further clarifizazien We I:nc chat UWF is providiac
wazer and wastewatar service in thres adiciming countias, including
tweniyv waler and seven wastawatar Zzcilliz: in Zuval Counzv, eighs

caw £ -

Tame = ™ iama - -
JCills sunTv, anc

Waler and thrse wastaws
WaTar and IWo WasTawals: Szunzv. 3ezn Nass
and 22, Jchns Counctlias 22 Dpval Counmszy. Tha uzilis
cper3itas tha varicus as a single svsiam whese servi-a
transverses all thrse councy beundzrias. Decisicns arsz mads o
Cae entires sysiem serving the thras ccuntlies

Sv Zs
ciiica : =
Servics =z
drive ZIx sz
the Zihrases ¢ T > - v
PTOVide the same utility servicss thrsuchicul the servicae zrazs 1o
tne tiree ccunties, includinc enginsaring, coeraticn, malinzanance,
Testing, custcmer serwvics, asosunmiing,  Durchasing, T.ann.ing,
budgezing, perscnnel ancd cther adminiscrative funcsoicns Ta=
ucilizy emplcys a monitoring system in all of its facilizias known
as Ctle Supervisorv Ccntrol and Daza Aczuisiticn (SCADA! svscam.
Under the SCADA system, all facilities are monizoresd by on-siza
perscrinel for gixteen hours per dav, a=d by the use of ala»m z=d
pager systems Zor the other eight hcurs each day. Mcracver, UWF :ia

in the process of pregaring a uzility mastear plan which will
address the need for, and ziming of, constructie :
improve or increase the capacizy = all o tha uriliz

in all locacions.

Acceorading te the ucilisy, the acsuisiticn ¢ zhe Sunva
facilizies in St. Jokns Csuncy will not change its merhos of
=i an facilicias

sr. 35Seciuse UWF is currancly orerating Sunray's
eratien ans Managamanz Agrasmanc, =xia

-

-

-\ -
Al
essentially treated as though it wers ancther facilizv in UWF's
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single utility system. In addition, onces Sunrayv is acguires, UWF
plans to improve the facilities. Suck improvements inslucde an
anticipated pnysical interconnecczicn with UWF's St. Jghn’s Ner=:
facilities, whichk are in close proximizy. UWF alsc plans ts make
the Sunray facilitcies part of the SCADA monizering systam discussed
above, and to make octher ongcing system exhancemencts, gsuch i3S
planned improvements in the watar treatment pricasses ¢ czmply

izh lead and copper riles.

Sased on the fcregeing, we Zind tza:t cnce cthe §
facilicles are acgulired by UWF, thev will be funmctisnally ra
tc the otzer facilitles owned by UWF in St. Jeams, Nassau, an

Duval Counties, anc thact they will zhus become a perzion of UWE'

ingle uzility system, within the meaning of Chapzer 367.022:(11),
Florida Statutes Theraicre, we ZIind thkat <zhe uys=ili=v'g
arplicazion is wizhin our jurisciczisn, pursuant =z Sac=ien
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Re: United Water\Nassau County

TELECOPIER (850) 656-4029

FLORIDA PUBLIC SERVICE COMMISSION

LEGAL DIVISION

Dear Rosanne:

I am in receipt of a copy of Walton Hill’s letter to you concerning the
applicability of the recent Resolution of the Nassau County Board of County
Commissioners (No. 2001-128) wherein that County rescinded PSC jurisdiction over
the investor-owned water and wastewater utilities located in the County. I have
already advised the County, through its attorney, that the Resolution is inapplicable
to United Water Florida. Our firm has also issued an opinion to United Water in this
regard, a copy of which is attached for your ready reference.

Mr. Hill’s letter to you referenced Order No. 97-0929 in Docket 97-0210-WS.
For your further ready reference, I am also attaching a complete copy of that Order.

With that information in mind, I simply wish to herein support the proposition
that the Florida Public Service Commission retains jurisdiction over the United Water
system located in Nassau County and that this matter was settled by the First District
Court of Appeal in 1992 in the matter of Board of County Commissioners of St. Johns
County v. Beard. The Beard decision actually involved United Water, and the issue
was whether or not one of United’s Systems in St. Johns County (which had also
rescinded Florida Public Service Commission jurisdiction) was but part of one single
system whose service transverses County boundaries, thus rendering it subject to
Public Service Commission jurisdiction.

The Florida Wastewater Regulatory law, as found at Chapter 367, Florida
Statutes, provides that the Public Service Commission shall have exclusive jurisdiction
over each utility with respect to its authority, service and rates and that Chapter 367
shall “supersede all other laws on the same subject, and subsequent inconsistent laws




Rosanne Gervasi, Esq.
October 23, 2001
Page 2

shall supersede this Chapter only to the extent that they do so by express reference.”
(367.011(4), Florida Statutes) It is a proposition too plain to be contested that the
County may not, by ordinance, supersede a General Act of the Legislature. While it is
true that pursuant to Section 367.171 the County may rescind that jurisdiction, it may
not do so when Section 367.171(7) applies. That Section states:

(7) Notwithstanding anything in this Section to the
contrary, the Commission shall have exclusive jurisdiction
over all utility systems whose services transverses county
boundaries, whether the countiesinvolved are jurisdictional
or non-jurisdictional. . . .

The Beard decision confirmed a prior Order of the Public Service Commission
which found that it had jurisdiction over the entire unified United Water system
because all of the facilities were operated from offices in Duval County, even though
they existed in three counties. Further, supporting its findings are the facts that
Duval, Nassau and St. Johns Counties are contiguous, and all UWR facilities are
managed from a central office and shared the same manager, officers, engineers,
accountants, maintenance personnel, customer service representatives and testing
laboratories. Further, all purchasing, budgeting, planning and staffing functions were
performed on a system-wide basis. The Beard court specifically rejected St. Johns
County’s position that “functional relationship” required an actual physical
connection between utility facilities, noting that “if physical interconnection is
required, there is little need for a finding by the Commission that the facilities are
functionally related.” In other words, the focus was on whether the facilities were
“interrelated administrationally and operationally” which they were. Thus, the Beard
court found that as the service provided by the system crosses County boundaries, they
were subject to the jurisdiction of the Public Service Commission.

The County would probably cite you to a decision involving Hernando County
and the Public Service Commission, rendered in 1996, but that decision is inapplicable
here, as I will demonstrate. That decision involved Southern States Utilities, now
known as Florida Water, which then had 127 systems around the State, many of which
were not contiguous.

I would like to quote liberally from Order No. 97-0929 (attached) issued in
August of 1997, after the Hernando County decision, involving the application of
United Water Florida for amendment of its certificates. That Order was entitled,
among other things, an “Order on Jurisdiction” and involved United Water’s purchase
of Sunray Utilities in St. Johns County. That Order found that United systems in
Duval, St. Johns, and Nassau were functionally related and comprised but a single

Rose, Sundstrom & Bentley, LLP
2548 Blairstone Pines Drive, Tallahassee, Florida 32301
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utility system whose service transverses county boundaries. In that Order, the
Commission carefully examined the fact that pursuant to Section 367.071(7), Florida
Statutes, it has exclusive jurisdiction over “all utility systems whose service transverses
county boundaries” whether or not the counties are jurisdictional. The term “system”
is defined in Section 367.021(11), Florida Statutes as “facilities and land used or
useful in providing service, and, upon a finding by the Commission, may include a
combination of functionally related facilities and land.” The Commission carefully
examined the Beard case, which I have already discussed with you and which found
that the former Jacksonville Suburban Utilities Corporation (now United Water
Florida) in Duval, Nassau and St. Johns Counties constituted but a single system
whose services transverse county boundaries. The Order further examined Hernando
County v. PSC, which found that the existence of Public Service Commission
jurisdiction involved the inter-relationship of two or more facilities providing utility
service in a particular geographic area comparable to a “service area.” That Order
confirmed United Water Florida to be subject to the jurisdiction of the Public Service
Commission both under the Beard and Hernando County cases because the United
Water Florida systems in St. Johns, Duval and Nassau Counties were but “a single
system whose service transverses all three county boundaries.” And thus they were
subject to the jurisdiction of the Public Service Commission as they were a “single
utility system” within the meaning of Chapter 367.021(11), Florida Statutes.

It is a simple proposition of law and unless the facts have changed, or the law
has changed, lower courts and administrative agencies are bound by the precedential
statements of higher courts. The legal principle is that trial courts and the
administrative agencies may be at liberty to disagree with the binding precedent of
the district courts of appeal having jurisdiction over them, and they are also at liberty
to state the reasons for their disagreements in their orders or judgments for
consideration by the higher courts, but they are nevertheless bound by such precedent
and must follow it, unless the Supreme Court of the State of Florida says otherwise.
Please see State Farm Mutual Automobile Insurance Company v. Adair, 722 So. 2d 958
(Fla. App. 3 Dist. 1998), Ornda Health Corp. v. Berghof, 722 So. 2d 961 (Fla. App. 3rd
Dist. 1998), Carr v. Carr, 569 So. 2d 903 (Fla. App. 4™ Dist. 1990) and Cusick v. City
of Neptune Beach, 765 So. 2d 175 (Fla. App. 1* Dist. 2000).

Rosanne, all of this may become academic before the end of the year anyway,
as the JEA f/k/a Jacksonville Electric Authority intends to purchase the assets of
United Water Florida. However, before being able to legally acquire JEA assets out of
Duval County, it needs the consent of Nassau and St. Johns Counties. The Nassau
County Attorney advised me yesterday that he believes that an agreement granting
that consent will be negotiated and executed in the next two or three weeks.

Rose, Sundstrom & Bentley, LLP
2548 Blairstone Pines Drive, Tallahassee, Florda 32301
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I wanted to bring these authorities to your attention freshly after your receipt
of Walton Hill’s letter, and thank you for taking the time to review them. Should you
have any questions or comments concerning the above, please do not hesitate to
contact me.

Sincerely,

ROSE, SUN ¥'& BENTLEY, LLP

\

William E. Sundstrom.A.
For the Firm

WES:jmt

Attachments

cc:  Walton Hill (with attachments)
John Marino (with attachments)

United\Gervasi letter of October 23

Rose, Sundstrom & Bentley, LLP
2548 Blairstone Pines Drive, Tallahassee, Florida 32301
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United Water Resources
¢/o Mr. John Marino
227 Birchstone Lane
East Dorsett, VT 05253

RE: United Water Florida\JEA
Dear John:

I have reviewed the letter to you dated October 4, 2001 from Marianne Marshall,
Chair of the Nassau County Board of County Commissioners. With all due respect to Ms.
Marshall’s analysis in her letter, we believe that she is wrong. It is our opinion that the Florida
Public Service Commission ("PSC") retains jurisdiction over the United Water systems located
in Nassau County, notwithstanding Nassau County’s recent assumption of jurisdiction over
investor-owned utilities. Our analysis follows.

At first reading, the opinions cited in Ms. Marshall’s letter appear to be at odds with
each other. Those opinions are Board of County Commissioners of St. Johns County v. Beard,
601 So. 2d 590 (Fla. 1 DCA 1992) and Hernando County v. Florida Public Service
Commission, 685 So. 2d 48 (Fla. 1* DCA 1996). However, upon closer reading and
understanding of the facts in both opinions, as compared with the facts relating to United

Water’s system, it seems apparent that the controlling case is St. Johns County and not
Hernando County.

First, the facts in St. Johns County involved utility systems in Duval, Nassau and St.
Johns counties. This is identical to United Water’s situation. Second, Duval Nassau and St.
Johns counties are contiguous, which is identical to United Water’s situation. Third, all of the
facilities in St. Johns County were managed from a central office located in Duval County and
shared the same manager, officers, engineers, accountants, maintenance personnel, customer
service representatives and testing laboratories. This is identical to United Water’s situation.
Fourth, the utility in St. Johns County performed purchasing, budgeting, planning and staffing
functions on a system-wide basis, which is identical to United Water’s situation. In St. Johns




Mr. John Marino
October 5, 2001
Page 2

County the court specifically rejected the county’s position that functional relationship requires
an actual physical connection between the utility’s facilities, instead noting "[ilf physical
interconnection [is] required there [is] little need for a ‘finding by the commission’ that the
facilities [are] functionally related.” In other words, the focus is on whether the "facilities are
interrelated administratively and operationally." 601 So.2d at 593. The court in St. Johns
County concluded by noting, "[blecause the service provided by this system crosses county
boundaries, it is clear that the PSC has exclusive jurisdiction over [the utility] pursuant to
subsection 367.171(7)." Id. at 593 (Emphasis supplied).

In contrast, although the opinion in Hernando County focuses on service crossing
county lines as opposed to a system, it appears the factual foundation for the court’s ruling had
more to do with the fact that "Southern States Utilities owns water and wastewater facilities
in numerous counties throughout Florida[,]" many of which were not contiguous. 685 So.
2d at 50 (Emphasis supplied). In fact, in one instance the court noted that Southern States
Utilities owned 127 systems in Florida.

In conclusion, unless the First District Court of Appeal is prepared to reverse its
decision in St. Johns County or otherwise indicate that the opinion in that case is not binding
precedent, it is our opinion that the holding in that case is the controlling law, given our
understanding of the facts in United Water's situation.

Further, even assuming Nassau County’s regulatory jurisdiction over United Water’s
system in that county, the use of such authority as a means to force United Water to sell its
system to the county, or its designee, exposes Nassau County to money damages and other
remedies under a variety of legal theories, including, but not limited to, tortious interference
with business relationships, inverse condemnation and forced exaction.

If | can be of further assistance or you need further explanation, please feel free to
contact me.

ROSE, SUNDSTROM & BENTLEY, LLP
2548 BLAIRSTONE PINES DRIVE, TALLAHASSEE, FLORIDA 32301
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WES:jmt

cC: Bob Gerber
Gayle Petrie
Kevin Mulshine
John R. Jenkins

United\Marino.105 - 2

Sincerely,

ROSE, SUNDSTROM & BENTLEY, LLP

S 2/ W,

¢ William E. Sundstrom, P.A.
For the Firm

ROSE, SUNDSTROM & BENTLEY, LLP
2548 BLAIRSTONE PINES DRIVE, TALLAHASSEE, FLORIDA 32301
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BEFORE THE FLORIDA PUBLIC SERVICE
COMMISSION

In re: Application by United DOCKET NO. 970210-WS

Water Florida Inc. for amendment ORDER NO. PSC-97-0929-FOF-WS
of Certificates Nos. 236-W and ISSUED: August 4, 1997

179-5 and for limited proceeding

to adjust rates in St. Johns

County.

The following Commissioners participated in the disposition of this matter:

JULIA L. JOHNSON, Chairman J. TERRY DEASON SUSAN F. CLARK DIANE K. KIESLING JOE
GARCIA

NOTICE OF PROPOSED AGENCY ACTION ORDER ON JURISDICTION. ESTABLISHING RATE
BASE, AND APPROVING RATES AND CHARGES

AND
FINAL ORDER AMENDING CERTIFICATES NOS. 236-W AND 179-S

« TOINCLUDE ADDITIONAL TERRITORY

BY THE COMMISSION:

NOTICE is hereby given by the Florida Public Service Commission that the actions discussed herein
regarding the Commission s jurisdiction over United Water Florida Inc. s (UWF or utility) facilities in
St. John s County (County), establishing rate base, and approving rates and charges, are preliminary in
nature and will become final unless a person whose interests are substantiaily affected files a petition for
a formal proceeding, pursuant to Rule 25-22.029, Florida Administrative Code.

BACKGROUND

ORDER NO. PSC-97-0929-FOF-WS DOCKET NO. 970210-WS PAGE 2

On February 19, 1997, UWF, a Florida corporation formerly known as Jacksonville Suburban Ultilities
Corporation, filed an application for amendment of its operating certificates to include additional

1of 11 10/23/2001 9:58 AM
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territory in St. Johns County. The amendment request concerns customers formerly served by Sunray
Utilities - St. Johns, Inc. (Sunray), a wholly-owned subsidiary of Rayonier, Inc. In 1995, Sunray served
two customers; a commercial customer with a two-inch meter, and the Cimarrone Property Owners
Association (Cimarrone), which is served through an eight-inch master meter.

UWF provides water and wastewater service in three neighboring counties in northeast Florida; Duval,
St. Johns, and Nassau. The Commission has previously found that UWF s facilities are functionally
related and comprise a single utility system whose service transverses county boundaries. UWF has
asked us to reaffirm our jurisdiction over UWF s operating facilities in St. Johns County for the purpose
of this proceeding.

In this proceeding, UWF also filed a request for a limited proceeding to establish rate base balances for
the acquired facilities. In addition, with two exceptions, UWF has requested authority to implement its
own rates and charges in the Sunray area. The exceptions concern retention of Sunray s plant capacity
and guaranteed revenue charges.

A customer meeting was conducted on June 12, 1997. Two customers attended, both of whom were
mostly interested in Sunray s commercial rates. No residents of the Cimarrone community attended.

JURISDICTION

In 1ts application, UWF asked that we affirm our jurisdiction over UWF and the Sunray facilities in St.
Johns County, and that we exercise such jurisdiction. Because this Commission does not have '
jurisdiction over water and wastewater utilities in St. Johns County, we find it necessary to determine
whether UWF s application is subject to our jurisdiction before addressing the specific issues in the case.

PursuanttoSection367.171(7), Florida Statutes, we have exclusive jurisdiction over "all
utility systems whose service transverses county boundaries, whether or not the counties are
jurisdictional. The term "system" is defined in Section 367.021(11), Florida Statutes, as "facilities and
land used or useful in providing service, and, upon a finding by the [Clommission, may include a
combination of functionally related facilities and land.

ORDER NO. PSC-97-0929-FOF-WS DOCKET NO. 970210-WS PAGE 3 In Board of County Com'rs
of St. Johns County v. Beard, 601 So. 2d 590 (Fla. 1st DCA 1992), the First District Court of Appeal
addressed the interpretationof Sections367.021(11)and367.171(7), Florida Statutes.
The court affirmed Order No. 24335, issued April 8, 1991, in Docket No. 910078-WS, by which the
Commission found that facilities owned by Jacksonville Suburban Utilities Corporation (now known as
UWTF) in Duval, Nassau and St. Johns counties constitute a single system whose service transverses
county boundaries. The court noted the functional interrelatedness of the facilities, both operational and
administrative, and that physical connection was not necessary to support the finding. Id. at 593. The
court stated that:

(t]hus, the evidence supports the PSC's finding that JSUC's facilities constitute "a
combination of functionally related facilities and land"; in a word, a "system". Because the
service provided by this system crosses county boundaries, it is clear that the PSC has
exclusive jurisdiction over JSUC pursuanttosubsection367.171(7).

Id.

In Hernando County v. FPSC, 685 So. 2d 48(Fla. 1st DCA 1996), the court reversed a Commission
order determining that the Commission has jurisdiction over existing facilities and land of Southern
States Utilities, Inc., in Florida. The court concluded that the relevant inquiry when determining the
existence of jurisdiction under section 367.171(7) is the actual inter-relationship of two or more facilities
providing utility services in a particular geographic area comparable to the service area defined in
section 367.021(10), over which the PSC ordinarily has jurisdiction. Id. at 52. The court further
concluded that the requirements of this statute can only be satisfied by evidence that the facilities
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forming the asserted system exist in contiguous counties across which the service travels. Id. Further, the
court noted that to satisfy the prerequisites of section 367.171(7), the PSC must find that the systems
were operationally integrated, or functionally related, in . . . utility service delivery [rather] than fiscal
management. Id. at 51 (quoting Citrus County v. Southern States Utilities, 656 So. 2d 1307, 1310 (Fla.
ORDER NO. PSC-97-0929-FOF-WS DOCKET NO. 970210-WS PAGE 4 1st DCA), review denied
mem., 663 So. 2d 631 (Fla. 1995).] We note that the court found Beard to be both factually and legally
distinguishable. Id.

The jurisdictional question presented in this case is whether the acquisition by UWF of the Sunray-St.
Johns facilities would result in those facilities being functionally related to UWF's other facilities such
that they would become a portion of UWF's single system whose service transverses county boundaries.
If so, pursuanttoSection367.171(7), Florida Statutes, we have jurisdiction to process the
utility s application. For the following reasons, we find this to be the case, under both the Beard and
Hernando County v. FPSC opinions.

UWF addressed this issue in its application and by way of a statement filed on April 15, 1997, in
response to a request by our staff for further clarification. We find that UWF is providing water and
wastewater service in three adjoining counties, including twenty water and seven wastewater facilities in
Duval County, eight water and three wastewater facilities in St. Johns County, and one water and two
wastewater facilities in Nassau County. Both Nassau and St. Johns Counties are contiguous to Duval
County. The utility operates the various facilities as a single system whose service transverses all three
county boundaries. Decisions are made for the entire system serving the three counties.

Specifically, UWF manages all of its facilities from its office in Duval County, which is centrally
located to all of its service areas. It takes approximately the same amount of time to drive from the office
to the most remote service area in each of the three counties. The central office personnel in Duval
County provide the same utility services throughout the service areas in the three counties, including
engineering, operation, maintenance, testing, customer service, accounting, purchasing, planning,
budgeting, personnel and other administrative functions. The utility employs a monitoring system in all
of its facilities known as the Supervisory Control and Data Acquisition (SCADA) system. Under the
SCADA system, all facilities are monitored by on-site personnel for sixteen hours per day, and by the

use of alarm and pager systems for the other eight hours each day. Moreover, UWF is in the

1Subsequent to the Beard decision, but prior to Hernando County v. FPSC, UWF acquired three
additional water and wastewater facilities; San Pablo and Atlantic in Duval County, and Ponte Vedra in
St. Johns County. In the utility s recent rate case, by Order No. PSC-97-0168-FOF-WS,; issued May 30,
1997, in Docket No. 960451-WS, we accepted stipulations indicating that the evidence in that
proceeding showed that UWF s facilities and land were functionally related and formed a single system
whose service transversed county boundaries, and that we had exclusive jurisdiction over UWF s
facilities in all three counties. ORDER NO. PSC-97-0929-FOF-WS DOCKET NO. 970210-WS PAGE 5
process of preparing a utility master plan which will address the need for, and timing of, construction
projects to improve or increase the capacity of all of the utility's facilities in all locations. v

According to the utility, the acquisition of the Sunray facilities in St. Johns County will not change its
method of operation. Because UWF is currently operating Sunray's facilities under an Operation and
Management Agreement, this facility is essentially treated as though it were another facility in UWF's
single utility system. In addition, once Sunray is acquired, UWF plans to improve the facilities. Such
improvements include an anticipated physical interconnection with UWF's St. John's North facilities,
which are in close proximity. UWF also plans to make the Sunray facilities part of the SCADA
monitoring system discussed above, and to make other ongoing system enhancements, such as planned
improvements in the water treatment processes to comply with lead and copper rules.

Based on the foregoing, we find that once the Sunray facilities are acquired by UWF, they will be
functionally related to the other facilities owned by UWF in St. Johns, Nassau, and Duval Counties, and
that they will thus become a portion of UWF's single utility system, within the meaning of Chapter
367.021(11), Florida Statutes. Therefore, we find that the utility s application is within our jurisdiction,
pursuant to Section 367.171(7), Florida Statutes.
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AMENDMENT OF CERTIFICATES

On August 21, 1996, Sunray and UWF s parent organization, United Waterworks Inc. (United
Waterworks), entered into an Agreement of Purchase and Sale concerning the intended purchase by
United Waterworks of the water and wastewater facilities owned and operated by Sunray in St. Johns
County. That agreement also provided for subsequent transfer of the utility system to UWF as a
contribution to the utility s capital account. This capital contribution treatment accords with the
accounting procedures used in UWF s most recent rate proceeding to identify UWF s cost of capital for
rate making purposes.

In 1996, Sunray provided water and wastewater service in St. Johns County pursuant to operating
certificates issued by the County rather than by this Commission. Therefore, on February 18, 1997,
United Waterworks, Sunray, and UWF filed a joint application with the County s Water and Sewer
Authority for authority to transfer Sunray s certificates in St. Johns County to UWF. On April 2, 1997,
the Authority met and approved the requested transfer. That approval was affirmed by the Board of
County Commissioners of St. Johns County on April 22, 1997. In this proceeding, UWF proposes to
amend its Certificates Nos. 236-W and 179-S to include Sunray s service area in St. Johns County.

ORDER NO. PSC-97-0929-FOF-WS DOCKET NO. 970210-WS PAGE 6 The application is in
compliance with Section 367.045, Florida Statutes, and other pertinent statutes and administrative rules.
The application contains a check in the amount of $2,000, which is the correct filing fee pursuant to Rule
25-30.020, Florida Administrative Code. The filing fee includes $1,000 to process the amendment
request and $1,000 to process the limited proceeding portion of this case. In addition, UWF has provided
proof that Sunray owns the land upon which its treatment facilities are located, pursuant to Rule
25-30.036(3)(d), Florida Administrative Code. A description of the territory requested by UWF is
appended to this Order as Attachment A, and is incorporated herein by reference.

The application contains proof of compliance with the noticing provisions set forth in Rule 25-30.030,
Florida Administrative Code, including notice to the customers of the system to be acquired. No
objections to the notice of application have been received and the time for filing such has expired.

The application contains a copy of the purchase contract, which disclosed the purchase price, terms for
payment, and a list of the purchased assets and the assumed liabilities. We find that UWF has the
financial and technical abilities needed to provide water and wastewater service for the Sunray service
area. UWF and its affiliates have operated utility systems for over one hundred years, providing service
to more than two million individuals in thirteen states. UWF has provided service in Northeast Florida
for more than twenty-five years, and possesses the financial, managerial, and technical capabilities
needed to assure satisfactory service for this system. UWF has shown that its superior financial
condition will enable it to attract sufficient capital to meet existing and future construction requirements.
Further, Sunray s parent company agreed to sell all of its utility assets to UWF because it was no longer
interested in providing utility service. UWF serves a large service area with many customers, which
should reduce the frequency and necessity for rate increases due to inherent economies of scale.

The Department of Environmental Protection (DEP) has advised that this system is not subject to any
outstanding notices of violation or consent orders. Moreover, UWF reported that Sunray s system is in
satisfactory condition and is in compliance with all DEP operating standards.

Based on the foregoing, we find it to be in the public interest to grant UWF s application for amendment
of Certificates Nos. 236-W and 179-S to include the former Sunray service areas in St. Johns County.

RATE BASE

UWTF requested that we establish rate base values for the acquired systems to match their net book
values at the closing date. At December 31, 1995, the reported net book values were $865,720 and
$1,216,229 for the water and wastewater systems, ORDER NO. PSC-97-0929-FOF-WS DOCKET NO.
970210-WS PAGE 7 respectively. Our staff conducted an audit of the books and records of the utility
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for the period ending December 31, 1996, and updated the net plant balance through that date to reflect
more current information.

The seller and buyer agreed that the purchase price for the acquired systems would exactly match the net
book balance at the closing date, subject to verification as to compliance with any prescribed accounting
principles. Thus, because UWF s purchase price will exactly match the net book value, there will be no

acquisition adjustment in this case.?

Sunray s rate base has not been established by the County or by the Commission in any previous order.
Instead, Sunray s initial rates were determined using anticipated plant balances rather than audited
records. Thus, the rate base determination in this case required examination of Sunray s accounting
records since its inception. The staff audit disclosed that the recorded values on Sunray s books were
supported by appropriate accounting records. Two adjustments were proposed, including: 1)
reclassification of a $7,500 expenditure from the water system to the wastewater system; and 2)
inclusion of $2,772 to represent general plant which was omitted from Sunray s reported plant balances,
less associated depreciation.

Our approved rate base balances are shown on Attachment B, and our adjustments are shown on
Attachment C. These attachments are appended to this Order and are incorporated herein by reference.
Based on the adjustments as shown on Attachment C, we find it appropriate to approve rate base
balances of $784,380 for the water system and $1,355,089 for the wastewater system, as of December
31, 1996. These rate base calculations are used solely to establish the net book value of the property
being acquired and do not include the normal rate making adjustments for working capital or used and
useful adjustments.

RATES AND CHARGES

By way of a limited proceeding filed pursuant to Section 367.0822, Florida Statutes, UWF has
requested that Sunray s rates be changed to conform with the rates that UWF uses for its single operating
system, with two exceptions. As noted above, those exceptions concern retention of Sunray s plant
capacity and guaranteed revenue charges.

2 An acquisition adjustment results when the purchase price differs from the original cost calculation.
However, it has been Commission policy that in the absence of extraordinary circumstances, a
subsequent purchase of a utility system at a premium or discount shall not affect the rate base
calculation. ORDER NO. PSC-97-0929-FOF-WS DOCKET NO. 970210-WS PAGE 8 UWF s approved
rates and charges were effective May 19, 1997, by Order No. PSC-97-0618-FOF-WS, issued May 30,

1997, in Docket No. 960451-WS.3
Rule 25-9.044(1), Florida Administrative Code, provides that:

In case of change of ownership or control of a utility which places the operation under a
different or new utility . . . the company which will thereafter operate the utility business
must adopt and use the rates, classification and regulations of the former operating company
(unless authorized to change by the Commission).

Retention of system specific plant capacity and guaranteed revenue charges has been approved for other
systems acquired by UWF. (See, e.g., Order No. PSC-93-0201-FOF-WS, issued February 9, 1993, in
Docket No. 920877-WS.) Upon review, we find that Sunray s present plant capacity and guaranteed
revenue charges appear to be reasonable. Moreover, by Order No. 25501, issued December 17, 1991, in
Docket No. 870539-WS, the Commission fully examined the fairness of these charges. Accordingly, we
find it appropriate to approve UWF s request to retain Sunray s plant capacity and guaranteed revenue
charges.

Adoption of UWF s existing rates for an acquired system has been approved in other limited proceeding
filings. In Docket No. 930204-WS, which involved UWF s purchase of the Ponte Vedra system in St.
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Johns County, implementation of UWF s rates was approved by Order No. PSC-93-1480-FOF-WS,
issued October 11, 1993. Likewise, in Docket No. 890759-WS, by Order No. 22794, implementation of
UWF s rates was approved for the Ponce De Leon system in St. Johns County. Adoption of UWF s rates
was likewise allowed in Docket No. 891110-WS, by Order No. 23111, concerning UWF s purchase of
the St. Johns North Utility Corporation. UWF contends that application of its rates for the acquired
system will result in uniform, non-preferential rates for all UWF customers, which will produce cost
savings due to a reduction in accounting, data processing, and administrative expenses. UWF further
states that reduced expenses will benefit current and future customers.

A related rate structure issue is whether UWF's land and facilities are functionally related, within the
meaning of Section 367.021(11), Florida Statutes. Florida law ... allows uniform rates only for a utility
system that is composed of facilities and land functionally related in the providing of water and
wastewater service to the public. Citrus County v. Southern States Utilities, 656 So. 2d 1307, 1309 (Fla.
1st DCA 1995). As discussed above, we 30n June 16, 1997, UWF filed a motion for reconsideration of
certain portions of that Order, which motion is currently pending. ORDER NO. PSC-97-0929-FOF-WS
DOCKET NO. 970210-WS PAGE 9 find that upon the acquisition of the Sunray facilities, UWF's
facilities and land will continue to constitute a single system.

Based on the foregoing, we find it appropriate to approve UWF s request to implement its uniform rates,
while retaining Sunray s plant capacity and guaranteed revenue charges. The adoption of UWF s rates
should benefit all residential customers once the master-meter is removed. Some increase in general
service rates is forecasted. A comparison of UWF and Sunray s rates is appended to this Order as
Attachment D, which is incorporated herein by reference.

For informational purposes, we note that residents had already voiced their interest in UWF s acquisition
of this system and the proposed rates in appearances before the St. Johns County Utility Authority,
where they expressed their preference for individual metering of their community. As discussed
previously, Sunray has been serving two customer groups: a general service customer who receives
service through a two-inch meter, and the Cimarrone community, which receives service through an
eight-inch master-meter. Residents of the Cimarrone community have approached Sunray and UWF,
proposing that UWF eliminate the eight-inch meter and commence individual metering of residential
customers. Residents of the Cimarrone community also appeared before the St. Johns County Utility
Authority to express their preference for individual metering in their community and dissatisfaction with
the cost of utility service that results from master-metering. Representatives of UWF also appeared
before that agency and indicated that it was their intention to convert the master-meter to an individual
metering system, provided that UWF obtains the necessary regulatory approvals. Speaking on behalf of
the Cimarrone community, the St. Johns County Utility Authority asked that we carefully consider the
proposed removal of the master-meter and consequent individual billing of residential users.

Removal of the master-meter and implementation of residential rates for Cimarrone residents will be
delayed until certain preliminary steps are taken. These include inspection of Cimarrone s distribution
and collection facilities before acceptance of those facilities as donated properties, receipt of good and
proper titles and easements for the donated facilities, and assurance that appropriate connection charges
and permits have been obtained. Thus, it appears that implementation of residential rates for Cimarrone
will not occur until these preliminary measures are completed.

If there are no timely protests to the proposed agency action provisions of this Order, no further action
will be required and the docket shall be closed.

Baéed on the foregoing, it is

ORDERED by the Florida Public Service Commission that the Commission has jurisdiction over United
Water Florida Inc. s facilities and land in St. Johns ORDER NO. PSC-97-0929-FOF-WS DOCKET NO.
970210-WS PAGE 10 County, including the acquisition of Sunray Utilities - St. Johns, Inc. It is further

ORDERED that Certificates Nos. 236-W and 179-S, held by United Water Florida Inc., 1400 Millcoe
Road, Jacksonville, Florida 32225, are hereby amended to include the territory described in Attachment
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A of this Order, which is incorporated herein by reference. It is further

ORDERED that each of the findings made in the body of this Order is hereby approved in every respect.
It is further

ORDERED that all matters contained in Attachments A - D of this Order are incorporated herein by
reference. It is further

ORDERED that rate base, which for acquisition purposes reflects the net book value, is $784,380 for the
water facility and $1,355,089 for the wastewater facility. It is further

ORDERED that United Water Florida Inc. shall charge the former customers of Sunray Utilities - St.
Johns, Inc., the rates and charges as set forth in the body of this Order until authorized to change by this
Commission in a subsequent proceeding. It is further

ORDERED that the rates and charges approved herein shall be effective for service rendered or
connections made on or after the stamped approval date on the tariff sheets. It is further

ORDERED that the provisions of this Order issued as proposed agency action shall become final and
effective unless an appropriate petition, in the form provided by Rule 25-22.036, Florida Administrative
Code, is received by the Director, Bureau of Records and Hearing Services., 2540 Shumard Oak
Boulevard, Tallahassee, Florida 32399-0850, by the close of business on the date set forth in the Notice
of Further Proceedings or Judicial Review attached hereto. It is further

ORDERED that in the event this Order becomes final, this Docket shall be closed.
By ORDER of the Florida Public Service Commission, this 4th day of August, 1997.

{s/ Blanca S. Bay6 |
BLANCA S. BAYO, Director

Bureau of Records and Hearing Services.

ORDER NO. PSC-97-0929-FOF-WS DOCKET NO. 970210-WS PAGE 11 This is a facsimile copy. A
signed copy of the order may be obtained by calling 1-904-413-6770.

(SEAL)

RGC

ORDER NO. PSC-97-0929-FOF-WS DOCKET NO. 970210-WS PAGE 12 NOTICE OF FURTHER
PROCEEDINGS OR JUDICIAL REVIEW

The Florida Public Service Commission is required by Section 120.569(1), Florida Statutes, to notify
parties of any administrative hearing or judicial review of Commission orders that is available under
Sections 120.57 or 12 0. 6 8 , Florida Statutes, as well as the procedures and time limits that apply.
This notice should not be construed to mean all requests for an administrative hearing or judicial review
will be granted or result in the relief sought.

As identified in the body of this Order, our actions regarding the Commission s jurisdiction over United
Water Florida Inc. s facilities in St. John s County, establishing rate base, and approving rates and
charges, are preliminary in nature and will not become effective or final, except as provided by Rule
25-22.029, Florida Administrative Code. Any person whose substantial interests are affected by the
action proposed by this Order may file a petition for a formal proceeding, as provided by Rule
25-22.029(4), Florida Administrative Code, in the form provided by Rule 25-22.036(7)(a) and (f),
Florida Administrative Code. This petition must be received by the Director, Division of Records and
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Reporting, at 2540 Shumard Oak Boulevard, Tallahassee, Florida 32399-0850, by the close of business
on August 25, 1997. If such a petition is filed, mediation may be available on a case-by-case basis. If
mediation is conducted, it does not affect a substantially interested person s right to a hearing. In the
absence of such a petition, this Order shall become effective on the date subsequent to the above date as
provided by Rule 25-22.029(6), Florida Administrative Code.

Any objection or protest filed in this docket before the issuance date of this Order is considered
abandoned unless it satisfies the foregoing conditions and is renewed within the specified protest period.

If the relevant portion of this Order becomes final and effective on the date described above, any party
adversely affected may request judicial review by the Florida Supreme Court in the case of an electric,
gas or telephone utility or by the First District Court of Appeal in the case of a water or wastewater
utility by filing a notice of appeal with the Director, Bureau of Records and Hearing Services. and filing
a copy of the notice of appeal and the filing fee with the appropriate court. This filing must be completed
within thirty (30) days of the effective date of this Order, pursuant to Rule 9.110, Florida Rules of
Appellate Procedure. The notice of appeal must be in the form specified in Rule 9.900(a), Florida Rules
of Appellate Procedure.

Any party adversely affected by the Commission s final action in this matter may request: (1)
reconsideration of the decision by filing a motion for reconsideration ORDER NO.
PSC-97-0929-FOF-WS DOCKET NO. 970210-WS PAGE 13 with the Director, Bureau of Records and
Hearing Services. within fifteen (15) days of the issuance of this Order in the form prescribed by Rule
25-22.060, Florida Administrative Code; or (2) judicial review by the Florida Supreme Court in the case
of an electric, gas or telephone utility or the First District Court of Appeal in the case of a water or
wastewater utility by filing a notice of appeal with the Director, Bureau of Records and Hearing
Services. and filing a copy of the notice of appeal and the filing fee with the appropriate court. This
filing must be completed within thirty (30) days after the issuance of this Order, pursuant to Rule 9.110,
Florida Rules of Appellate Procedure. The notice of appeal must be in the form specified in Rule
9.900(a), Florida Rules of Appellate Procedure.

ORDER NO. PSC-97-0929-FOF-WS DOCKET NO. 970210-WS PAGE 14 ATTACHMENT A
UNITED FLORIDA WATER INC.

SUNRAY UTILITIES - ST. JOHNS COUNTY, INC.
TERRITORY DESCRIPTION

IN St. JOHNS COUNTY, FLORIDA, THE FOLLOWING LANDS IN TOWNSHIP 5
SOUTH, RANGE 27 EAST:

All of Section 1, LESS AND EXCEPT, the North 1/2 of the NE 1/4 of said section.

ALL OF SECTION 2, LESS AND EXCEPT Northeast 1/4; further LESS AND EXCEPT
‘the Southeast 1/4; and further LESS AND EXCEPT the Easterly 1/2 of the Northwest 1/4 of
said section.

ALL OF SECTION 3.

ALL OF SECTION 4, LESS AND EXCEPT the Northerly 1/2 of said section; further LESS
AND EXCEPT the Northerly 1/2 of the Southeast 1/4; and further LESS AND EXCEPT the
Northerly 1/2 of the Southwest 1/4 of said section.

IN SECTION 5, ALL OF THE Southeasterly most 1/4 of the Southeast 1/4 of this fractional
section.
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ALL OF SECTIONS 9, 10, 11, 12, 13, 14, and 15.

ALL OF THE South 1/2 of the Northeast 1/4, together with the South 1/2 of the Southeast 1/4, of
SECTION 16.

ALL OF SECTIONS 17 AND 21.

ALL OF SECTION 22, LESS AND EXCEPT the South 1/2 of the Northeast 1/4; further
LESS AND EXCEPT so much of the Southeast 1/4 as may lie Southerly of the Right of
Way of State Road 210.

ALL OF SECTION 23, LESS AND EXCEPT so much of the Southwest 1/4 that may lie
Southerly of State Road 210; further LESS AND EXCEPT the Southwest 1/4 of the
Southeast 1/4.

ALL OF SECTION 24.

ALL OFSECTION25,LESS ANDEXCEPTtheSoutheast 1/4ofthe Southeast1/4
oftheSoutheast1/4.

ALL OF SECTIONS 26, 27 AND 28.

ALL OF THAT CERTAIN TRACT OR PARCEL OF LAND LYING IN THE :
Northerlymost 1/4 of SECTION 32; together with the Southeast 1/4 of the Northeast 1/4, of
said Section 32.

(Cont'd: Township 5 South, Range 27 East)
ORDER NO. PSC-97-0929-FOF-WS DOCKET NO. 970210-WS PAGE 15

ALL OF SECTION 33, LESS AND EXCEPT the Easterly 1/2 of the Southeast 1/4 of the
Northwest 1/4; further LESS AND EXCEPT the Easterly 1/2 of the Northeast 1/4 of the
Southwest 1/4; further LESS AND EXCEPT the Southwest 1/4 of the Northeast 1/4 of the
Southwest 1/4 of the Southwest 1/4; further LESS AND EXCEPT the South 1/2 of the
Northwest 1/4 of the Southwest 1/4; further LESS AND EXCEPT the Southwest 1/4 of the
Southwest 1/4; further LESS AND EXCEPT the Southeast 1/4 of the Southeast 1/4, of said
section.

ALL OF SECTION 34, LESS AND EXCEPT the Southwest 1/4 of the Southwest 1/4 of
said section.

ALL OF SECTION 35.

ALL OF SECTION 36, LESS AND EXCEPT THE EASTERLY 1/2 OF THE
SOUTHWEST 1/4 OF SAID SECTION.

ALL OF SECTION 41.

IN ST. JOHNS COUNTY, FLORIDA, THE FOLLOWING LANDS IN TOWNSHIP 5
SOUTH, RANGE 28 EAST:

ALL OF SECTIONS 4, 5, and 6 lying South of Race Track Road.

ALL OF SECTION 7, LESS AND EXCEPT the Southwest 1/4 of the Southeast 1/4 of said
section.

ALL OF SECTIONS 8,9, 16, AND 17.
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ALL OF SECTION 18, LESS AND EXCEPT the Northeast 1/4 of the Southeast 1/4;
further LESS AND EXCEPT to much of the Northeast 1/4 of the Northeast 1/4 of the

Northeast 1/4 as may lie Northerly of the right of way of Russell Sampson Road (a 60' right
of way in Section 18).

ALL OF SECTIONS 19, 20, 21, 28, 29, 30, 31, 32, 40, 41 AND 46.

ORDER NO. PSC-97-0929-FOF-WS DOCKET NO. 970210-WS PAGE 16
ATTACHMENT B

SUNRAY - ST. JOHNS, INC.
SCHEDULE OF WATER RATE BASE
AS OF DECEMBER 31, 1996

Balance per Commission Balance per

Description Utility Adjustments Commission
Utility Plant in Service $1,109,044 $(6,114) $1,102,930
Accumulated Depreciation S (255,199) s (831) $ (256,030)
CIAC s ( 76,360) S 0 $ ( 76,360}
Accumulated Amortization s 13,840 S 0 S 13,840
Totals $ 791,325 $(6,945) $ 784,380

SUNRAY - ST. JOHNS, INC.
SCHEDULE OF WASTEWATER RATE BASE
AS OF DECEMBER 31, 1896 -

Description Balance per Commission Balance per
Utility Adjustments Commission
Utility Plant in Service $1,891,679 $ 8,886 $1,900,565
Accumulated Depreciation $ (321,858) s {(831) $ (322,689)
CIAC $ (236,382) S ¢ $ (236,382)
Accumulated Amortization $ 13,595 S 0 S 13,595
Totals $1,347,034 $(6,945) $1,355,089
ATTACHMENT C

ORDER NO. PSC-97-0929-FOF-WS DOCKET NO. 970210-WS PAGE 17

EXPLANATION OF ADJUSTMENTS WATER WASTEWATER

PLANT IN SERVICE

a) Reclassify plant account $(7,500) $7,500

b) General Plant - breathing apparatus S 750 $ 750

c) General Plant - ADT Security $ 636 $ 636
$(6,114) $8,886

AéCUMULATED DEPRECIATION
a) Adjustments to reserve accounts due $ (831) $ (831)
to adjustments to plant

ORDER NO. PSC-97-0929-FOF-WS DOCKET NO. 970210-WS PAGE 18 ATTACHMENT D

COMPARISON OF RATES
Water: Residential - Quarterly Sunray UWF
5/8" meter - BFC I3 $ 17.38
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Gallonage Charge - per 1,000 gallons

Wastewater: Residential - Quarterly
5/8" meter - BFC

Gallonage Charge - per 1,000 gallons

Regidential - Combined Quarterly
Total Bill @ 18K

Total Bill @ 27K

Water: General Service - Monthly
2" meter - BFC

8" meter - BFC
Gallonage Charge

Wastewater: General Service - Monthly
2" meter - BFC

8" meter -~ BFC

Gallonage Charge

Sunray - Retained Charges

Plant Capacity Charge

Guaranteed Revenues

45.51
$
1.64
$
52.98
$
2.18
$
167.25
$
201.63
$
121.38
$1,213.81
$
1.64
$
141.29
$1,412.93
5
2.61
Water
$
410.00
5
14.08

$ 33.98

S 3.34

135.78

177.99

$
82.89
$1,326.20

$
1.35

$
132.55
$2,210.65

$
4.01

Wastewater

250.00

$
18.19

Note - UWF will not collect Sunray s authorized Allowance for Funds Prudently Invested (AFPI)
Charges. Sunray s approved charges were $1,290.60 for water and $1,460.62 for wastewater. ORDER
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