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SEPTEMBER 24, 1993

TO H DIRECTOR, DIVISION OF RECORDS AND REPORTING

FROM :  DIVISION OF APPEALS (MoorE) (AI™ =

DIVISION OF WATER AND WAST (HILL, WILLY$, MERCHANT,
OC"MESSER, CHASE, SHAFER))C_

DIVISION OF AUDITING NANCIAL AMALY ussEAUX/LM
DIVISION OF LEGAL SERVICES (SUMMERLIN)
DIVISION OF RESEARCH AND REGULATOR (MAHONEY,
HOPPE) //1t]

RE :  DOCKET NO. 911082-WS - PROPOSED REVISIONS TO RULES 25-

22.0406, 25-30.020, 25-30.025, 25-30.030, 25-30.032,
25-30.033, 25-30.034, 25-30.035, 25-30.036, 25-30.037,
25-30.060, 25-30.110, 25-30.111, 25-30.135, 25-30.255,
25-30.320, 25-30.335, 25-30.360, 25-30.430, 25-30.436,
25-30.437, 25-30.443, 25-30.455, 25-30.515, 25-30.565;
NEW RULES 25-22.0407, 25-22.0408, 25-25-30.0371, 25~
30.038, 25-30.039, 25-30.090, 25-30.117, 25-30.432 to 25-
30.435, 25-30.4385, 25-30.4415, 25-30.456, 25-30.460, 25~
30.465, 25-30.470, AND 25-30.475; AND REPEAL OF RULE

25-30.441, F.A.C., PERTAINING TO WATER AND WASTEWATER
REGULATION

AGENDA: SPECIAL COMMISSION CONFERENCE, OCTOBER 7 AND 8, 1993
CONTROVERSIAL - PARTIES MAY PARTICIPATE ONLY TO RESPOND
TO QUESTIONS FROM THE COMMISSION

RULE STATUS: ADOPTION MAY BE DEFERRED

FILE NAME: I:\PSC\APP\WP\$SH08S#SIRON

CASE BACKGROUND

The Commission initially proposed these rules at a special
agenda conference held on March 5, 1993. A notice of rulemaking
was issued on March 24, 1993 and the rules were published in the
April 2, 1993 Florida Administrative Weekly. Hearings were held on
May 24, 25 and 26, and on Aucust 12. 1993,
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DOCKET NO. 911082-WS
SEPTEMBER 24, 1993

During the course of the hearings, certain rules were
identified by the participants as not controversial. Other rules
were discussed at greater length by the parties, staff, and by
Commissioners. The Commission made an initial decision on some of
the proposed rules and directed staff to bring the rules to final
agenda with specific changes or as originally proposed. The
Commission also asked staff to divide the "recommendation" into
"controversial" and "noncontroversial" parts.

Staff has divided the rules covered by this recommendation
into five categories or issues with the actual rule text and
specific comments contained in the following chart. Issue 1
contains those rules that parties agreed were not controversial.
Issue 2 contains those rules that the Commission, after hearing the
parties' comments, initially decided and provided staff with
specific directions. Issue 3 contains those rules that are
controversial and not initially decided, or rules that may not be
controversial but for which the Commission gave staff no direction.
Issues 4 and 5 contain the rules that are recommended for
withdrawal or deferral.

At the close of the hearing on August 12, 1993, the Commission
instructed staff to present the rules and staff's comments on the
rules or its rationale for recommending additional changes to the
rules in chart form. Changes to the rules--as they were originally
proposed--are shaded. Staff was directed to furnish the chart to
parties and, upon receiving the comments of the parties, to insert
them verbatim in a third column and file the document with the
Director of Records and Reporting.

DISCUSSION OF ISSUES

IBBUE 1: Should the Commission adopt Rules 25-30.032, 25-30.060,
25-30.090, 25-30.111, 25-30.135, 25-30.320, 25-30.335, 25-30.360,
25-30.4385, 25-30.460, and 25-30.470?

RECOMMENDATION: VYes, the Commission should adopt these rules as
proposed with the changes, if any, that are shown in the attached
text of those rules.

STAFF ANALYBIB: The participants in the hearings agreed that these
rules are not controversial.
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IBBUE 2: Should the Commission adopt Rules 25-30.020, 25-30.025,
25-30.030, 25-30.033, 25-30.034, 25-30.035, 25-30.036, 25-30.430,
25-30.455, 25-30.456, 25-30.475, and 25-30.565?

RECOMMENDATION: VYes, the Commission should adopt these rules as
proposed with the changes, if any, that are shown in the attached
text of those rules.

H After hearing from staff and parties, the
Commission made its initial decision and directed staff to present

these rules at final agenda in the form contained in the attached
chart.

IBBUE 3: Should the Commission adopt Rules 25-30.037, 25-30.0371,
25-30.039, 25-30.117, 25-30.433, 25-30.434, 25-30.436, 25-30.437,

25-30.4415, 25-30.443, 25-30.465, 25-30.515, and repeal Rule 25-
30.4417

¢ Yes, the Commission should adopt these rules with
the changes, if any, that are shown in the attached text of those
rules, and should repeal Rule 25-30.441.

H After hearing from staff and parties, the
Commission deferred its decision on these rules until the final
agenda.

IBBUE 4: Should the Commission withdraw proposed new Rules 25-
30.038 and Rule 25-30.435?

RECOMMENDATION: VYes.

¢ The Commission should withdraw these rules for the
reasons stated in staff's comments to the rules in the attached
chart.




DOCKET NO. 911082-WS
SEPTEMBER 24, 1993

ISSUE 5: Should the Commission withdraw proposed new Rule 25-
30.432, regarding used and useful and the provision regarding
imputing CIAC that was contained in Rule 25-30.433(6)?

RECOMMENDATION: Yes, the Commission should withdraw proposed Rule
25-30.432 and section (6) of Rule 25-30.433.

¢ The Commission decided at the August 12, 1993
hearing to defer consideration of these two rules. Staff now
recommends that these rules be withdrawn. Although the Commission
voted to propose them and notice has been published, the hearing
has not been held. An additional workshop is planned and it is
likely that staff will be recommending substantial changes to the
rule before a hearing is held. An evaluation of the revised rule's
economic impact is advisable. Whether Rule 25-30.432 is withdrawn
and re-proposed or deferred, the process will take several months.
If the Commission defers adoption rather than withdraws the rules,
the record will remain open after final action on the 38 other
rules, resulting in a very cumbersome and lengthy record for a rule
that remains in the development stage. Procedurally, it will be
simpler and consume little additional time to withdraw these two
rules and open a new docket when a revised rule and economic impact
statement is ready for the Commission to consider.

ISSUE 6: Should the docket be closed once the rules are filed
with the Secretary of State and a Notice of Withdrawal, if
applicable, is published?

RECOMMENDATION: Yes.
STAFF ANALYBS8I8: The docket may be closed after the rules are filed

for adoption and a notice is published that certain oi the rules
are being withdrawn.

CTM/
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25-30.033, 25-30.034, 25-30.035, 25-30.036, 25-30.037,
25-30.060, 25-30.110, 25-30.111, 25-30.135, 25-30.255,
25-30.320, 25-30.335, 25-30.360, 25-30.430, 25-30.436,
25-30.437, 25-30.443, 25-30.455, 25-30.515, 25-30.565;
NEW RULES 25-22.0407, 25-22.0408, 25-25-30.0371, 25-
30.038, 25-30.039, 25-30.090, 25-30.117, 25-30.432 to 25~
30.435, 25-30.4385, 25-30.4415, 25-30.456, 25-30.460, 25~
30.465, 25-30.470, AND 25-30.475; AND REPEAL OF RULE

25-30.441, F.A.C., PERTAINING TO WATER AND WASTEWATER
REGULATION
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TO QUESTIONS FROM THE COMMISSION
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CASE BACKGROUND

The Commission initially proposed these rules at a special
agenda conference held on March 5, 1993. A notice of rulemaking
was issued on March 24, 1993 and the rules were published in the
April 2, 1993 Florida Administrative Weekly. Hearings were held on
May 24, 25 and 26, and on August 12, 1993.
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During the course of the hearings, certain rules were
identified by the participants as not controversial. Other rules
were discussed at greater length by the parties, staff, and by
Commissioners. The Commission made an initial decision on some of
the proposed rules and directed staff to bring the rules to final
agenda with specific changes or as originally proposed. The
Commission also asked staff to divide the "recommendation" into
"controversial" and "noncontroversial" parts.

Staff has divided the rules covered by this recommendation
into five categories or issues with the actual rule text and
specific comments contained in the following chart. Issue 1
contains those rules that parties agreed were not controversial.
Issue 2 contains those rules that the Commission, after hearing the
parties' comments, initially decided and provided staff with
specific directions. Issue 3 contains those rules that are
controversial and not initially decided, or rules that may not be
controversial but for which the Commission gave staff no direction.
Issues 4 and 5 contain the rules that are recommended for
withdrawal or deferral.

At the close of the hearing on August 12, 1993, the Commission
instructed staff to present the rules and staff's comments on the
rules or its rationale for recommending additional changes to the
rules in chart form. Changes to the rules--as they were originally
proposed--are shaded. Staff was directed to furnish the chart to
parties and, upon receiving the comments of the parties, to insert
them verbatim in a third column and file the document with the
Director of Records and Reporting.

DISCUSSION OF ISSUES

I8SUE 1: Should the Commission adopt Rules 25-30.032, 25-30.060,
25-30.090, 25-30.111, 25-30.135, 25-30.320, 25-30.335, 25-30.360,
25-30.4385, 25-30.460, and 25-30.4707?

RECOMMENDATION: Yes, the Commission should adopt these rules as
proposed with the changes, if any, that are shown in the attached
text of those rules.

STAFF ANALYS8IS8: The participants in the hearings agreed that these
rules are not controversial.
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ISBUE 2: Should the Commission adopt Rules 25-30.020, 25-30.025,
25-30.030, 25-30.033, 25-30.034, 25-30.035, 25-30.036, 25-30.430,
25-30.455, 25-30.456, 25-30.475, and 25-30.565?

RECOMMENDATION: Yes, the Commission should adopt these rules as
proposed with the changes, if any, that are shown in the attached
text of those rules.

S8TAFF ANALYSIS: After hearing from staff and parties, the
Commission made its initial decision and directed staff to present
these rules at final agenda in the form contained in the attached
chart.

ISSUE 3: Should the Commission adopt Rules 25-30.037, 25-30.0371,
25-30.039, 25-30.117, 25-30.433, 25-30.434, 25-30.436, 25-30.437,

25-30.4415, 25-30.443, 25-30.465, 25-30.515, and repeal Rule 25-
30.4417

RECOMMENDATION: Yes, the Commission should adopt these rules with
the changes, if any, that are shown in the attached text of those
rules, and should repeal Rule 25-30.441.

STAFF ANALYSIS: After hearing from staff and parties, the
Commission deferred its decision on these rules until the final
agenda.

ISSUE 4: Should the Commission withdraw proposed new Rules 25-
30.038 and Rule 25-30.435?

RECOMMENDATION: Yes.

The Commission should withdraw these rules for the
reasons stated in staff's comments to the rules in the attached
chart.
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ISBUE S5: Should the Commission withdraw proposed new Rule 25-
30.432, regarding used and useful and the provision regarding
imputing CIAC that was contained in Rule 25-30.433(6)?

RECOMMENDATION: Yes, the Commission should withdraw proposed Rule
25-30.432 and section (6) of Rule 25-30.433.

STAFF ANALYSIS: The Commission decided at the August 12, 1993
hearing to defer consideration of these two rules. Staff now
recommends that these rules be withdrawn. Although the Commission
voted to propose them and notice has been published, the hearing
has not been held. An additional workshop is planned and it is
likely that staff will be recommending substantial changes to the
rule before a hearing is held. An evaluation of the revised rule's
economic impact is advisable. Whether Rule 25-30.432 is withdrawn
and re-proposed or deferred, the process will take several months.
If the Commission defers adoption rather than withdraws the rules,
the record will remain open after final action on the 38 other
rules, resulting in a very cumbersome and lengthy record for a rule
that remains in the development stage. Procedurally, it will be
simpler and consume little additional time to withdraw these two
rules and open a new docket when a revised rule and economic impact
statement is ready for the Commission to consider.

ISSUE 6: Should the docket be closed once the rules are filed
with the Secretary of State and a Notice of Withdrawal, if
applicable, is published?

RECOMMENDATION: Yes.

STAFF ANALYSIS: The docket may be closed after the rules are filed
for adoption and a notice is published that certain of the rules
are being withdrawn.

CTM/
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25-30.020 Fees Re uired to be Paid by Water and Wastewater
Sewer Utilities.

(1) When a utility files any application for a certificate of
authorization eertification;—extension—transt pursuant to
sectiors 367.045, 167.071 and 367.171. Florida statutes, or files
any reguest for a rate change pursuant to gsections 267.081.
167.0814 and 167.0822. Florida Statutes;—rate—ehanger (axcept an
index or pass-through), or files for authorization to collect or
change service availabllity charges pursuant to section 367,101,
Florida Statutes, the utility shall remit a fee FONCHGFCOMpIEsion’s
L - iSdid- A _separate fee shall apply for

(2) The amount of the fee to be filed pursuant to subsection

Lt 4

(1) of this rule; shall be based—upon—the = prop
eapaeity af the system—or—extension as follows:

fa) For an original certificate application filed pursuant to
Section 367.045, Plorida statutes. the amount of the fee shall be
as follows:

1. For utilities with the existing or proposed capacity to

CODING: Words underlined are additions; words in
type are deletions from existing law.
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STAFF'S COMMENTS

23-30.020

At the May, 1991 hearing, the Commission
directed staff to present the rule as
proposed for adoption with the changes
recommencded by staff in Exhibits CllH-1 and
CHH-2 (Composite Exhibit 1, Tab 16). In
addition, staff recommends the addition to
section (1) at line 10 stating to whom the
fee shall be paid.
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2. Fer utilities with the existing or proposed capacity to
serve from 2.001 to 4,000 ERCs, $2,350:
4. For utilities with the existing or proposed capacity to

Lad = -~ . i i

Ty T Y or Serving—tr

L3l B e 4 i .

o} 3Y or serving £rom—i000—ko—590

{d—For—systens—or-extensions Lrep— 0006
serving—ioy o P T
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fee shall be as follows:.
1. For applications in which the utility bas the capacity to
CODING: Words underlined are additions; words in

struei—threugh type are deletions from existing law.
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Specific Authority: 350.127(2) and 367.121(1), F.§. 36Friti—Frér
ao—amended—byp—Chapker—86—55-—hava—of—Floridar

Law Implemented: J67.045(1) (d) and (2)(e), 367,.071(J3), JI67.081(5),
367.0822(2), 367.101(2), 367.145 and 167.172(2)(b), F.§. F6Fritiv
Erfr—as—anended—by—Chaptes 3099 bawve—ef Floridar

History: New 10/29/80, formerly 25-10.11, Transferred from

25-10.011 and Amended 11/9/86, Amended .

CODING: Words underlined are additioens; words in
type are deletions from existing law.
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25-30.025 oOfficial Date of Filing.
(1) The “official date of filing" is the date on which ER§

Records and Reporting.

(2) The Diroc.tur of the Division of Water and Wastewazter
Gewer shall determine the official date of filing for any utility's
application and—adwise—ah tasd whe—uiid advise the
applicant. The Commission shall resolve any emd dispute regarding

the official date of filing.

Specific Authority: 367.121(1), F.S.

Law Implemented: 367.083, F.S.

History: New 13/26/81, formerly 25-10.12, Transferred from 25-

10.012 end Amended 11/9/86, Amended .

CODING: Weords underlined are additions; words in
type are deletions from existing law.
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25-30.025

At the May, 1993 hearing, the Commission
directed staff to present the rule as
originally proposed for adoption with the
addition of lanquage clarifying that the
:o:::c:ultgnta oth!ilinq" is not established

n estimony that may be r
25-30.436(2) iz filed. : BN, by -tk

PARTIES' COMMENTS

oPC

25-30.025 The Office of the Public Counsel
(OPC or the Citizens) supports the changes to
this rule as proposed by the Staff of the
Florida Public Service Commission (the Staff),
particularly, that the "official date of
filing® will not be established until the
utility has filed its testimony and MFRs. This
change was pro,.sed by OPC and objected to by
Southern States Utilities, 1Inc. (Southern
States). The filing of direct testimony at the
time the MFRs are filed, or not establishing
the official date of filing until testimony is
filed, will reduce the need for discovery,
enable the parties to more efficiently use
their time, and result in less rate case
expense. Furthermore, as pointed out by Staff,
requiring the filing of testimony with the
MFRs for the water and wastewater industry is
consistent with the requirements of the
electric and telephone industries. [Tr. 281,
May 25, 1993.)

Southern States would prefer that the
Commission allow it an addftional 30 days
after the approval of the MFRs before it is
required to file testimony. Florida has an
eight month file and suspend law, and to
delete another 10 days from the time available
for the Citizens, the Staff, and other
intervenors, to put their cases together, is
simply unfair. Southern States' arguments to
allow an additional 30 days to file testimony
after the official date of filing are without
merit and should be rejected.

The Commission should confirm its
previous vote to insert the language in the
rule as recommended by the Staff. [Tr. 290-91,
May 25, 1993,]
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25-30.030 Notice of Application.

(1) when a utility applies for a certificate of
authorization, an extensicn or deletion of its service area, or a
sale, assignment or transfer of its certificate of authorization,
tfacilities or any portion thereof or majority organizational
control, it shall provide notice of its application in the manner
and to the entities described in this section.

(2) Before providing notice in accordance with this section,

a utility shall obtain from the Commission a list of the names and

CODING: Words underlined are additions; words in
struch—through type are deletions from existing law.

STWFF'S COMMENTS

25-30.030

At the May hearing, the Commission
directed staff to present the rule as
eriginally propesed for adoption with the
additional changes recommended by staff in
Exhibit PD-1 (part of Composite Exhibit 1 at
Tab 21), and directed staff to recommend
language to clarify what is meant by
“appropriate” territory description format.
This clarification is contained in secticn
(2) of the proposed rule.
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of —the - torritory

the descriptiontshal

(3) The notice shall be appropriately styled:

(a) Notice of Application for an Initial certificate of
Authorization for Water, Wastewater, or Water and Wastewater
Certificate;

(b) MNotice of Application for an Extension of Service Area;

(c) Notice of Application for Deletion of Service Area;

CODING: Words underlined are additions; words in
type are deletions from existing law.
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(d) Notice of Application for a Transfer of Water,
Wastewvater, or Water and Wastewater Certificate(s); or

(e} MNotice of Application for a Transfer of Majority
Orgarizational Control.

(4) The nﬂntic§ shall include the following:

{a) &the date the notice is given:

Ablte} the name and address of the applicant;

ig)4dy a description, using township, range and section
references, of the tarritory propcsed to be either served, added,
deleted, or transferred; and

{d)fe} a statement that any objections to the aapplication
=ust be filed with the Director, Division of Records and Reporting,
101 East Gaines Street, Tallahassee, Florida 32399-0870, no later
than 30 days after the last date that the pNotice was mailed or
published, whichever is latar.

(5) Within 7 seven days of filing its application, the
utility shall provide a copy of the pNoticer by reqular eertified
nail er—personai—servicer to:

(a) the governing body of the county in which the utility
system or the territory propoged to be served is located;

(b) the governing body of any municipality contained on the
list obtained pursuant to (2) above within—e—four—sile—rodius—of
the—utitiey—oysten—or—the territory proposed—to—be—served;

(c) the regional planning gouncil egeney designated by the
Clean Water Act, 33 U.S.C. 1288(2);

CODING: Words underlined are additions; words in
type are deletions from existing law.
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(d) all eny water or wvastewater utilities contained on the

(e) the at!ico. of Pvnblic Counsel; and

{f) the Commission's Director of Records and Reporting;~

{g) the appropriate regional office of the Department of
Environmental Regqulation: and

ih) the appropriate Water Management District.

(6) No sooner than 21 swenty—one days before the application
is filed and no later than ] seven days after the applicatlion is
filed, the utility shall also provide a copy of the Notice, by
reqular mail or personal service, to each customer, if—any; of the
system to be certificated, transferred, acquired, or deleted.

{7) The Notice shall ba published once h—weel—for—th

ed s+ in a newspap of g al circulation in the
territory proposed to ba served, added, deleted, or transferred.
The #£irse publication shall be within 7 davs of filing the
application me—seener—than—21i-days—before—the—date—the—appliieation

Statutes. The affidavit shall be filed no later than 15 days after

CODING: Words underlined are additions; words in
type are deletions from existing law.
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£aling the application.
19) 484 This rv'e does not apply to applications for

grandfather certificates filed under section 1367.171, Fleorida

Statutes. or to applications for transfers to governmental
authorities filed under Section 167.071. Florida Statutes, or to
name changes. .

Specific Authority: 367.121(1), F.S.

Law Implemented: 367.031, 367.045, 367.071, F.S.

History: New 4/5/81, formerly 25-10.061, Transferred from
25-10.0061 and Amended 11/9/86, Amended 1/27/91, Amended __ .

CODING: Words underlined are additions; words in
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25-30.032 Applications.

(1) Each utility subject to requlation by the Coammission
shall apply for an initial certificate of authorization, amendment
to an existing certificate of authorization, er transfer, or name
zhange by filing a cblplcttd application and 13 #ifeeen coples, Iin
accordance with either 25-30.0317, 25-30.034, 25-10.035, 25-30.036,
or 25-30.017(1) or (2)F—Ro-Strei, or 25-10.039, F.A.C. However,
a utility shall apply for a transfer to a governmental authority by
tiling a completed application and two copies, in accordance with
Rule 25-30.037 (3) and (4), F.A.C. The application shall bae filed
with the Director, Division of Records and Reporting, 101 East
Gaines Street, Tallahassee, Florida 32199-0870. Sample
application forms may be obtained from the Division of Water and
Wastewater, Bureau of Certification, 101 East Gaines Street,
Tallahassee, Florida 32399-0850608+3.

(2) A utility may file combined applications if it is
applying for certificates of authorization or any amendments
thereto for both water and wastewater systems; however, the utility
shall remit a separate application fee for each service eysten.
The Commission will treat a combined application as if a separate
application had been filed for each service systenm.

(3) The official filing date of an application for an
original certificate, any amendment to an existing certificate,cr
any transfer shall be the date a completed application is filed
with the Division of Records and Reporting, except that the

CODING: Words underlined are additions; words in
type are deletions from existing law.
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15-30,033

At the May 25 hearing, all parties
agreed that the rule as proposad is not
controversial and should be adopted. The
commission directed staff to present it for
adoption as proposed. FRecause staff is
recommending withdrawal of proposed new Rule
25-30,018, the reference to it in section (1)
should be stricken.
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noticing requirements set forth in Rule 25-30.030, F.A.C., do not
need to be completed at that time. If, however, the utility has

not completed the noticing within the tipe lipits prescribed by
BRule 25-30.000, F.A.C., #2—dayo—of —£iting—the—appiication—the

official filing date shall be the date the noticing is completae.

Phe—atfidavit—ih ~h 14 e Ldad i £ ik il
afitanvre PP fras—proy e £ of—rbs

aanenl L i i W O Fi LWL B VTS 1 ey I TR ey ol 3t

SppEicationrequired-by T T eelad-otatutes—ahall-be

£ led—wibhi a2 e FIET e Liamini

SedWitmin—So—doyos—after EELL ) PP iofr

Specific Authority: 367.121, F.s.
Law Implemented: 367.031, 167.045, 367.071, F.S.

History: New 1/27/91, Amended —
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25-30.0331 Application for Original Certificate of
Authorization and Initial Rates and Charges.

(1) Each application for an original certificate of
authorization and initiai rates and charges shall provide the
following information:

(a) the applicant's name and address;

(b) the nature of the applicant's business organization,
i.e., corporation, partnership,

proprietorship, association, aete.;

limited partnership, sole

(c) the name(s) and address(es) of all corporate ofiicers,
directors, partners, or any other person(s) owning an interest in
the applicant's business organization;

(d) whether the applicant has made an election under Internal
Revenue Code § 1362 to be an 5 corporation;

(e) a statement showing the financial and technical ability
of the applicant to provide service, and the need for service in

the proposed area.

The statement shall identify any other

took to ascertain whether such other sarvice is available;

(f) A statement that to the best of the applicant's
knowledge, the provision of service will be consistent with the
water and wastevater sections of the local comprehensive plany as

approved by the Department of Community Affairs at the time the

25

application s filed
, or, if not copnsistent, a statement

CODING: Words underlined are additions; words in
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25-30.033

The Commission directed staff to present
the rule as originally proposed with staff's
recommended change contained in Exhibit PD-2
(part of Composite Exhibit 1 at Tab 21), and
changes suggested by Public Counsel as
modified by Frank Seidman on behalf of
Florida Waterworks Association (part of
Composite Exhibit 1 at Tab 9). In addition,
staff has added one phrase in subsection
(1) (1) to reference the territory description
format suggested to be included in Rule 25-
30.030(2).

PARTIES' COMMENTS

lease too

25=30.033 (1) (3) 99 year
Include:

restrictive as sole exanple.

OPC

2%-30.033 OPC supports in part and opposes in
part the Sstafr's proposed rule. In
particular, OPC supports the Staff's proposed
changes to section (1)(x), which clarifies the
previously proposed rule concerning the
provision of financial statements (balance
sheet and income statement) and, if available,
sources and uses of funds statements. No party
disputed OPC's  proposad clarification.
(Composite Exhibit 1, Tab 8, p. 4.]

OPC opposes the Staff's failure to make
the ch - ded by OPC to section
(1) (c) . The Commission instructed the Staff to
address OPC's concerns in section (1)(s).
Staff's suggested changes to section (1)(s) no
not adequately address OPC's concerns.

Therefore, OPC suggests the following
compromise. OPC believes that the Commission
should know the name of any parent company
having ownership of the utility secking an
original certificate. OPC recommends that to
section (1)(c), the Commission add the
language set forth in Appendix A, of OPC's
post hearing comments, which includes parent
companies on the list of information items
required from the utility. OPC's
recommendation is to add after the word
"person(s)", the words "or companies* owning
an interest in the applicant's business. This
will ensure that if a company, as well as a
person, owns an interest in the utility, the
Commission will know it when the utility
applies for an original certificate.

To section (1)(s), OPC proposes that the
language more accurately reflect the intent of
the Commission. Thus, after the words "a list
of all entities", add the words, "including
affillates® upon which the applicant is
relying to provide funding . . . ." Appendix
A to these post hearing comments sets forth
OPC's proposed rule.



v @

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

demonstrating why granting the certificate of authorization would
be in the public interest.

(g) the date applicant plans to begin serving customers;

(k) the number of equivalent residential connections (ERCs)
preposed te be s.ﬁ.d, by meter size and customer class. Ir
development will be in phases, separate this information by phase;

(L) a description of the types of customers anticipated,
i.e., single family homes, mobile homes, duplexes, golf course
clubhousa, commercial, etc.;

(j) evidence, in the form of a warranty deed. that the
utility owns the land upon which the utility treatment facilities
are or will be located, or a copy of an agreement which provides
for the continued use of the land, such as a 99-year leasa. The
applicant may submit a contract for the purchase and sale of land
with an unexecuted copy of the warranty deed, provided the
applicant files an executed and recorded copy of the deed, or
executed copy of the leasa, within 10 ehirey days after the order
granting the certificate;

(k) one original and two copies of a sample tariff,
containing all rates, classifications, charges, rules, and
regulations, which shall bae consistent with Chapter 25-9, Florida
Administrative Code. Model tariffs are available from the Division
of Water and Wastewater, 101 East Gaines Street, Tallahassae,
Florida 32399-08506879;

(1) a description of the territory to be served, using
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APPENDIX A
OPC - Appendix A

25-30.033 (1) Each application for an
original certificate of authorization and
initial rates and charges shall provide the
following information:

(c) the name(s) and address(es) of all
corporate officers, directors, partners, or
any other person(s), Oricompaniesy owning an
interest in the applicant's business
organization;

__(s) a list of all entities, AT
33@1’&&-5& upon which the applgﬁ,&i?g
relying to proving funding.....
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township, range and section references

TIOEGARY

(m) one copy of a detailed system map showing the proposed

lines, treatment facilities and the territory proposed to be
sarved. The map shall be of sufficient scale and detail to enable
correlation with the description of the territory proposed to be
served;

(n) one copy of the official county tax assessment map, or
other map showing township, range, and section with a scale such as
1"=200' or 1"=400', with the proposed territory plotted thereon by
use of metes and bounds or quarter sections, and with a defined
reference point of beginning.

(o) a statement regarding the separate capacities of the
proposed lines and treatment facilities in terms of ERCs and
gallons per day. If development will be in phases, separate this
information by phase;

(p) a written description of the type of water treatment,
wvastewater treatment, and method of effluent disposal;

(q) if (p) above does not include effluent disposal by means
of rguse sepray—irsigation, a statement that describes with
particularity the reasons for not using reuse sprey—irrigetien;

(r) a detailed HINBRGIR] statement (balance sheet Hiic
FESEERSTE) , certified if avallable, of the financial condition of

the applicant, that shows all assets and liabilities of every kind

..)4.5»....[.-]-‘ yiprecading

and character. et stabepenCishatlobe

CE T
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C L yaa e e L NCoRa  sCACEmant “anall e ba" for  CHav l ssaar
Beriedd The statement shall be prepared in accordance

with Rule 25-30.115, Florida Administrative Codelifsavallablesea

T s v Y TR AP T W E T
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the utility, and an explanation of the manner and amount of such
funding, which shall include their financial statements and er
copies of any rinancial agreements with the utility, This

ErEs a cost study including customer growth projections
supporting the proposed rates, charges and service availability
charges. A sample cost atudy, and assistance in preparing initial

rates and charges, are available from the Division of Water and

Wastewater;

N a schedule showing the projected cost of the
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proposed system(s) by uniform svstem of accounts (USOA) wNARGE
account numbers pursuant to Rule 25-30,115. F.A.C, and the related
capacity of each system in ERCs and gallons per day. If the
utility will be built in phases, this shall apply to the first
phase; '

f¥T¥Y ' a schedule showing the projected operating expenses
of the proposed system by USOA NARU@ account numbers, when 80
percent of the designed capacity of the system is being utilized.
If the utility will be built in phases, this shall apply to the
first phase; and

R a schedule showing the projected capital structure
including the methods of financing the construction and cperation
of the utility until the utility reaches B0 percent % of the design

capacity of the system.

{2) The base facility and usage rate structure (as defined in
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Specific Authority: 367.121, F.S.
Law Implemented: 367.031, 367.045(1), F.S.
History: WNew 1/27/91, Amended :
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25-30.034 Application for Certificate of Authorization for
Existing Utility Currently Charging for Service.

(1) Each existing utility currently charging for service,
which is applying for an initial certificate of authorization,
other than under acc¥lan 367.171, Florida Statutes, shall provide
the following .information:

(a) the utility's complete name and address;

(b) the nature of the utility's business organization, i.e.,
corporation, partnership, limited partnership, sole proprietership,
association, etc.;

(¢) the nama(s) and address(es) of all corporate officers,
directors, partners, or any other person(s) owning an interest in
the utility;

(d) a statement regarding the financial and technical ability
of the applicant to continue to provide service;

(e) evidence that the utility owns the land upon which the
utility treatment facilities are located, or a copy of an agreement
which provides for the continued use of the land, such as a 99-year
lease;

(£) one original and two copies of a model semple tariff,
containing all rates, classifications, charges, rules, and
regulations, which shall be consistent with Chapter 25-9, Florida
Administrative Code. Mgdel Gample tariffs are available from the
Division of Water and Wastewater, 101 East Gaines Street,

Tallahassee, Florida 32399-08500879;

CODING: Words underlined are additions; wvords in
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15-20.034

The Commission directed staff at the Hay
hearing to present the rule as originally
proposad for adoption. Staff has added one
phrase in section (1) (h) to reference the
territory description format suggested to be
included in Rule 25-10.030(2).

PARTIES' COMMENTS

FWWA § FCHC

25-30.034 (1) (e) 99 year lease too
restrictive as sole exanple. Include:

other cost effective alternatives.

.
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(g) a statement specifying on what date and under what

authority the current rates and charges were established;

(h) a description of the territory to be served, using

(1) one .copy of a detailed system map showing the 1lines,
treatment facilities and the territory to be served. Any territory
not served at the time of the application shall be specifically
identified on the system map. The map shall be of sufficient scale
and detail to enable correlation with the description of the
territory to be served;

(j) one copy of the official county tax assessment map, or
other map showing township, range, and section with a scale such as
1"=200" or 1"=400', with the proposed territory plotted thereon by
use of metes and bounds or quarter sections, and with a defined
reference point of beginning.

(k) the numbers and dates of any permits issued for the
systems by the Department of Environmental Regulation;

(1) the date the utility was established; and

(m) a statement explaining how and why applicant began
providing service prior to obtaining a certificate of
authorization;_ and

{n) a_schedule shoving the number of customers currently
served, by class and meter size, as well as the number of customers
projected $o be gerved when the requested gervice territory is
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consistent., a statement demonstrating why granting the territory
would be in Che public interest.

Specific Authority: 2367.121, F.S.

Law Implemented: 367.045, F.S.

History: New 1/27/91, Amended __ .
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26-10.035 Application for Grandfather Cartificate.

Each applicant for a certificate of authorization under the
provisions of section 367.171, Florida Statutes, shal) provide the
following information.

(1) the utuit'y's complete name and address;

(2) the nature of the utility's business organization, i.e.,
corporation, partnership, limited partnership, sole proprietorship,
association, etc.;

(3) the name(s) and address(es) of all corporate officers,
directors, partners, or any other person(s) owning an interest in
the utility;

(4) the date the utility was established;

(5) a description of the types of customers served, l.e.,
gingle family homes, mobile homes, duplexes, golf coursa clubhouse,
commercial, etec.;

(6) evidence that the utility owns the land upen which the
utility treatment facilities are located, or a copy of an agreement
which provides for the continued use of the land, such as a 3S-year
lease;

(7) one original and two copies of a sample tariff,
containing all rates, classifications, charges, rules, and
regulations, which shall be consistent with Chapter 25-9, Florida
Administrative Code. sample tariffs are available from the

pivieion of Water and Wastewater, 101 East Gaines Street,

Tallahassea, Florida 32399-08500876.

. wWords underlined are additions; words in
m type are deletions from ;xistlnq law.
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23-30,035

The Commission directed staff to present
the rule for adoption as originally proposed
with the addition of a requirement, based on
Public Counsel's comments, to identify
affiliates upon wvhich the applicant relies
for funding. Staff has not included this
requirement because the rule prescribes the
filing requirements for grapndfather
certificates. Grandfather certificates are
granted as a matter of right pursuant to
section 367.171(2)(b), F.S., and applicants
do not need to demonstrate adequate funding.

Staff has added one phrase in (9) to
reference the territory description feormat
suggested to be included in Rule 25-
30.030(2).

PARTIES' COMMENTS

FWWA & FCWC

25-30.035 (2) Agree with staff comment r= no
need to further identify affiliates in
grandfather application.

(6) 99 year lease too restrictive as
sole example. Include: Commission will

effective alte. .atives.
oPC

25-30.035 The Citizens disagree with the
Staff's proposal inasmuch as it excludes
information requested by Public Counsel and
directed by the Commission to be included.

The Staff asserts that it has not
complied with the Commission's directive
because section 367.171, Florida Statutes
grants grandfather certificates as a matter of
right and proof of adequate funding is not
specifically required.

OPC  notes, however, that various
requirements of 25-30.035 are not specified in
section 367.171, Florida Statutes. The
statute does, however, provide that the
granting of a grandfather certificate is
contingent upon a utility complying with all
the statute's requirements, one of which
provides that the utility shall provide ". . .
such other financial information as may be
required by the Commission."™ Section 367.171
(2) (a)3.

The Identification of affiliates upon
which the applicant relies for funding is just
such "other financial information."

The Commission should follow through on
its directive to the Staff and include OPC's
proposed addition.
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(8) a statement specifying on what date and under wvhat
authority the current rates and charges were established;
(9) a description, using township, range, and section

F05030(2), of the territory the

refereices B R b
utility was serving, ‘or was authorized to serve by the county which
had jurisdiction over the utility on the day Chapter 167, Florida
Statutes, became applicable to the utility;

(10) one copy of a detailed system map showing the lines,
treatment facilities and the territory to be served. Any territory
not served at the time of the application shall be specifically
identified, and the map shall be of sufficient scale and detail to
enable correlation with the description of the territory to be
served;

(11) one copy of the officlal county tax assessment map, or
other map showing township, range, and section, with a scale such
as 1"=200' or 1"=400', with the proposed territory plotted thereon
by use of metes and bounds or quarter sections, and with a defined
reference point of beginning; end

(12) the numbers and dates of any permits issued for the
systems by the Department of Environmental Regulation: and

1) a schedule showing the number of customers currently
served, by class and meter size, as well as the number of customers
projected to be served when the requested service territory is
fully occupjed.=
Specific Authority: 367.121, F.S.
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Lav Implemented: 167.171, F.S.
History:  Amended 7/21/65, 1/7/s9, 2/3/70, 3/6/71,

1/26/81, formerly 25-10.02, Transferred from 25-10.002 and Amended

11/9/86, Amended 1/27/91, Amended ___.
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| 25-30.036 Application for Amendment to Certificate of

2| Authorization to Extend or Delete Servica.
3 {1) This section applies to any certificated water or
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23-20.036

The Commission directed staff at the May
hearing to present the rule for adoption as
originally proposed with starff's recommended
changes contained in Exhibit PD-1 (part of
Composite Exhibit 1, Tab 21).

PARTIES' COMMENTS

FWWA & FCWC
25-30.036 (23)(d) 99  year lease too
restrictive as sole example. Include:

other cost effective alternatives.
{2)43+ at page 30, line 14 should read
{4) 2.
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ThES Bach utility proposing to extend its service area
fexcept applications filed pursuant to section TZFIEY above, which
shall file only (a), (d), fe). (i), NW¥) (o), (o). (g). and (x)

listed below) shall provide the following:

(a) the utility's complete name and address;

(b) a statement showing the financial and technical ability
of the utility to provide service and the need for service in the
area requested. Fhe—stat t—shali—identify—any—other—utitities
within-a—4—mile-radivs-—that-—could-potentially-provide-such-service;

(c) a statement that to the best of the applicant's knowledga

the provision of service will be consistent with the water and

wastewater sections of the local comprehensive plan at the time the
application is filed, as approved by the Department of Community
Affairs, or, if not, a statement demonstrating why granting the
amendment would be in the public interest.

(d) evidence that the utility owns the land upon which the
utility treatment facilities that will serve the proposed territory
are located or a copy of an agreement, such as a 99-year lease,
vhich provides for the continued use of the land;

(e) a description of the territory proposed to be served,

ediin*“Rule
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(£) one copy of a detailed system map showing the proposed
iines, treatment facilities, and the territory proposed to be
served. The map shall be of sufficient scale and detail to enable
correlation with the description of the territory;

(g) if the utility is planning to build a new wastewater
treatment plant, or upgrade an existing plant to serve the proposed
territory, provide a written description of the proposed method(s)
of effluent disposal;

(h) Aif (g) above does not include effluent disposal by means
of reuse eprey—irrigetion, a statement that describes with
particularity the reasons for not using reuse spray—irrigetion.

(1) one copy of the official county tax assessment map or
other map showing township, range, and section, with a scale such
as 1"=200' or 1"=400', with the proposed territory plotted thereon
by use of metes and bounds or quarter sections, and with a defined
reference point of beginning.

(j) a statement dcscribiné the capacity of the existing
lines, the capacity of the treatment facilities, and the design
capacity of the propesed extensien;

(k) the numbers and dates of any permits issued for the
proposed systems by the Department of Environmental Regulation;

(1) a detailed statement regarding the proposed method of
financing the construction, and the projected impact on the
utility's capital structure;

(m) a description of the types of customers anticipated to be
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STAFF'S COMMENTS

PARTIES'

COMMENTS



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

served by the extension, l.e., single family homes, mobile homes,
duplexes, golf course clubhousae, commercial, etec.;

(n) a statement regarding the projected impact of the
extension on the utility's monthly rates and service availability
charges; )

{(e) the ‘original and two copies of sample tariff sheets
reflecting the additional service area; and

(p) the applicant's current certificate for possible

(3142} Each utility proposing to delete a portion of its
service area shall submit the following:

(a) the utility's complete name and address;

(b) a'dslcriptlon of the territory proposed to be deleted,
using township, range and section references;

(c) one copy of a detailed system map showing the existing
lines, treatment facilities, and territory served. The =map shall
be of sufficient scale and detail to enable correlation with the
legal description of the territory;

(d) the number of current active connections within the
territory to be deleted;

(e) one copy of the official county tax assessment map, or
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other map, showing toviship, range, and section with a scale such
as 1"=200' or 1"=400', with the territory proposed to be deleted
plotted thereon by use of metes and bounds or quarter sections, and
with a defined reference point of beginning.

() a statement specifying the reasons for the proposed
deletion of territory;

(g) a statement {ndicating why the proposed deletion of
territory is in the public interest;

(h) a statement as to the effact of the proposed deletion on
the ability of any customer or potential customer to receive water
and wastewater service, including alternative source(s) of service;

(i) the original and two copies of sample tariff sheets
reflecting the revised service area; and

(j) the applicant's current certificate for possible
amendment.

Ak) the number of the most recent order of the Commission
establishing or changing the applicant's rates and charges.

{1) »ap arfidavit that the utility has tariffs and annual
reports on file with the Commission.

Specific Authority: 367.121, F.S.

Law Implemented: 367.045, F.S.

History: HNew 1/27/91, Amended "
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25-30.037 Application for Authority to Transfer.
(1) This rule applies to any application fo. the transfer of

{2V Each application for transfer of certificate of
authorization, facilities or any portion thereof, to a
non-governmental entity shall include the following information:

(a) the complete name and address of the seller eransferer;

(b} the complete name and address of the buyer transferee;

(c) the nature of the puyer's 4erarsferee’s business
organization, i.e., corporation, partnership, limited partnership,
sole proprietorship, or association;

(d) the name(s) and address(es) of all of the buver's
fronsfereetls corporate officers, directors, partners or any other
person(s) who will own an interest in the utility;

(e) the date and state of incorporation or organization of
the byver—trensferee;

(£) the names and locations of any other water or wastewater

er—water—and—vastewater utilities owned by the buver transferee;
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25-30.037

The Commission directed staff at the
hearing on May 26 to present the rule as
proposed with chang reco ded by Public
Counsel to sections (2)(g)., (2)(k) and
(3)(g). As to staff's suggested change to
section (2)(m), regarding a negative
acquisition adjustment, staff believes the
Commission gave sufficient direction that thae
buyer should not be required to justify in
the transfer application why a negative
acquisition adjustment should not be included
in determining net book value. Staff can
obtain this information through discovery if
necessary, and the change is not included in
this version of the rule which is presented
for adoption.

PARTIES' COMMENTS

FWWA & FCWC

25-30.037 (2)(q) 99 year lease too
restrictive as sole example. Include:

other cost effective alternatives.

(3) (1) 99 year lease too restrictive as
sole example. Include: Commission will

effective alterpatives.

-

ssu

25-30.037(2) (m) SSU agrees with retaining
this subsection of the existing rule unchanged
as proposed by Staff. Staff's deletion of its
earlier proposal that a utility set forth tha
reasons why a negative acquisition should not
be imposed is appropriate since such a
requiremant would impose a burden on the
utility to establish something it does not
seek, i.8., a negative acquisition adjustment.
A burden of proof of this nature violates
established principles of law which hold that
a petitioner carries the burden only of
establishing its right to the affirmative
relief it seeks from the Commission.

OPC

25-30.037 OPC agrees in part and opposes in
part the Staff's recommendations concerning
this proposed rule.

Specifically, OPC agrees with sStaff's
recommendations concerning section (2)(g) and
notes that no party really objected to the
additional information requested of a utility
applying for authority to transfer.

Concerning sections (2)(k) and (3)(g),
OPC relterates the comments made with respect
to 25-30.033 (1) (s).

With respect to section (2) (m), the Staff
notes in its recommendation that it "believes
that the Commission gave sufficient direction
that the buyer should not be required to
Justify in the transfer application why a
negative acquisition adjustment should not be
included in determining net book value.™
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1. purchase price and terms of paymentZy §Fd

(h) the contract for sale shall also provide fcr the

disposition, where applicable, of the following:

1. customer deposits and interest thereon;

2. any gquaranteed revenue contracts;

3. developer agreements;

4. customer advances; .

5. debt of the utility;

6. leases;

(1) a statement describing the financing of the purchase;

(3) a statement indicating how the transfer is in the public
interest, including a summary of the buyer's +transferee’s
experience in water or wastewater utility operations, a showing of
the buyer's transfereels financial ability to provide service, and
a statement that the buver trensferee will fulfill the commitments,
obligations and representations of the geller 4rensferer with

regard to utility matters;
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OPC has searched the record and was
unable to locate any such direction. This
subject was addressed at the following
transcript cites: 108-109, August 12, 1993;
446-453, May 25, 1993.

At the conclusion of the discussion of
section (2)(m), the following direction was
given by Chairman Deason:

CHAIRMAN DEARSON: Are there any
comments on the provision of
.037(2) (m)? Any comments from any

of the parties? Very well.

Just include that {in your final
recommendation.

MS. CHASE: Okay. (Tr. 109, August
12, 1993.)

OPC notes that much discussion of this
proposed rule toock place during the Hay
hearings. In general, Southern States and the
Florida Water Works Association (FWWA) were
opposed to the proposal.

OPC supports the rule originally proposed
by Ms. Chase on JC-1 of Composite Exhibit 1,
Tab 17. That proposed rule required: "a
statement setting ocut the reasons for the
inclusion of a positive acquisition
adjustment, if one is requested; or if
appropriate, a statement setting out the
T wvhy a negative acquisition adjustment
should not be included.”

OPC agrees with Ms. Chase that the reason
for recommending this rule is to determine
vhether or not extraordinary circumstances
exist, which would be determinative of a
negative acquisition adjustment, if the
Commission adopts proposed rule 25-30.0371
(2). Ms. Chase gave good reasons for
requiring this information:

CHAIRMAN DEASON: Lat me ask Staff a
question. I know we've not dealt
with 0371, so we really don't know
what the outcome is going to be, but
if the outcome of 0371 is to affirm
or establish the policy that there
is no acquisition adjustment absent
extraordinary circumstances, if that
is reaffirmed in these rules, is it
necessary to have the proposed
change to Section 2(m) concerning
proof of no negative?
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of such funding. which shall include their financial statements and
copies of any Eian:iaJ. agreements with the wutilitv. This

(1) the proposed net book value of the system as of the date
of the proposed transfer. The net book value shall be calculated
in accordance with Rule 25-30.0371, F.A.C. If rate base has been

established by this Commission, gtate 4ndieate the order number and

date issued and identify all adjustments made to update this rate
base to the date of transfer;

(m) a statement satting out the reasons for the inclusion of
an acquisition adjustment, if one is requested;

(n) 1if the books and records of the ggller transfesrer are not
available for inspection by the Commission or are not adeguate for
burposes of establishing the net book value of the svstem, a
statement by the puyer &ransferee that a good faith, extensive
effort has been made to obtain such books and records for
inspaction by the commission and detailing the steps taken to
obtain the books and records;

{2) a statement from the buver that it has obtained or will
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MS. CHASE: I belleve it s,
Commissioner, and the reason for
that is one of the things that ve do
as Staff is wa try to evaluate the
idea of whether or not there are
extraordinary circumstances. And I
think this helps us. And maybe
there is a better way of getting at
this, but what the purpose of this
really is they're obviously paying
less th-" rate base. There's reason
for that. And we're trying to get at
their motivation for the
determination of the purchase price.
In other words if they are paying
less, vhy is that? And I think that
would get to why there shouldn't be
a negative acquisition adjustment.
Is it because the system is run
down, or is it because the seller
just simply wants to get out of the
business and is willing to do this,
the disinterest, whatever. So maybe
that isn't the best way of getting
at that point, but that is what we
were trying to do. We were trying
to find out if, in fact, there are
extraordinary circumstances. (Tr.
448-49, May 25, 1991.)

What followed this dialogue were comments
which are probably indicative of the
utilities’ attitudes abcut providing
forthright information to the Staff and other
intervenors when such areas are probed. The
Commission, for this reason alone, should
include the above-stated language in a rule,
rather than assuming that the information may
be obtained through discovery which is much
more costly and subject to obfuscation.
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{g)fe} evidence that the utility owns the land upon which the
utility treatment facilities are located, or a copy of an agreement
which provides for the continued use of the land, such as a 99-year
lease;

i) fp¥ a statement regarding the disposition of an}
outstanding requlatory assessment fees, fines, or refunds owed;

{s)tg} the original and two copies of sample tariff sheets
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reflecting the change in ownership; and

1t 4= the utility's current certificate(s), or if not
available, provide an explanation of the steps the applicant took
to obtain the certificate(s).

1)+ In ci-c of a change in majority organizational
control, the application shall include the following information:

{a) the complete name and address of the seller the

- £ e ilakl ak PV VAP W VORr W £ PRy
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14163y Each application for transfer of certificate of
authorization, facilities, or any portion thereof, or majority
organizational control to a governmental authority shall contain
the following information:

(2) the name and address of the utility and its authorized
representative;

(b) the name of the governmental authority and the name and
address of its authorized representative;

{c) a copy of the contract or other document transferring the
utility system to the governmental authority:

{d) a list of apv utility assets not tranaferred to the
gevernmental authority if such remaining assets constitute a svsten
providing or proposing to provide water or wastewater service to
the public for compensation:

{elfe} a statement that the governmental authority obtained,

from the utility or Commission, the most recent available income
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and expense statement, balance sheet, statement of rate base for
regulatory purposes, and contributions-in-aid-of-construction;

{f)f4)} the date on which the governmental authority proposes
to take official action to acquire the utility;

{glfer a statement describing tha disposition of customer
deposits and interest thereon; and

{h) & a statement regarding the disposition of any
outstanding regulatory assessment fees, fines or refunds owed.

L5) 4 If a utility is transferring a portion of its
facilities to a govermmental agency, it must provide the following
additional information:

(a) a description of the remaining territory using township,
range, and section references;

(b) one copy of the official county tax assessment map, or
other map, showing township, range, and section with a scale such
as 1"=200' or 1"=400', with the remaining territory plotted thereon
by use of metes and bounds or quarter sections, and with a defined
reference point of beginning.

(c) the original and two copies of sample tariff sheets
reflecting the remaining territory.

16)5F Upon its receipt of items required in (4)+3+(a), (b),
(c), eand (d), f(e) and (f), the Commission will issue an order
acknowledging that the facilities or any portion thereof have been
acquired by the governmental authority.

{7)46} Upon receipt of the items required in {4)43+(g)fe} and
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(h)€#} and, if applicable, (S){4}(a), (b), and (c), upon—payment—of

b i bork o seyp— frag—due——and i+ng- and upon the

completion of all pending proceedings before the Commission, the
+ v ding-or Ting-the utility's

a i i
Sy —ar-order T

will
certificate will be amended or cancelled. Amendment or
cancellation of the certificate shall not affect the utilitv's
gbligation pursuant to Rule 25-10.120, F.A.C., Regulatory
Assesspent Fees.

Specific Authority: 367.121, F.S.

Law Implemented: 367.071 F.S.

History: HNew 1/27/91, Amended %
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staff recomsends that the Commission
adopt this rule which codifies the
longstanding commission policy that the
purchase of a utility system at a premius or
discount shall not affect the rate base
calculation in the absence of extraordinary
circumstances. The rule as originally
proposed with the shaded changes does that.

As discussed at the August 12 hearing,
the changes staif recommends are to 1) delete
the last sentence in section (1) requiring
the Commission to consider the condition of
the assets at the time of transfer; and 2)
delete section (3) requiring the Commission
to set rate base at the time of transfer if
requested by the acquiring utility. staff
believes (3) should be deleted because it
will unnecessarily bind the commission. In
addition, staff has added a phrase in the
last section at the suggestion of
commissioner Clark to clarify that the value
of plant in service in an original cost study
should also reflect appropriate adjustments
such as depréciation.

Because staff is recommending withdrawal
of proposed new Rule 25-130.038, the reference
to it in section (1) should be stricken.

PARTIES' COMMENTS

SSU

25-30.0371(1) SSU agrees with the rule as
proposed. Exclusion of the last sentance as
propesed by Staff is appropriate because:

1. It is inconsistent with current
commission policy and provides a disincentive
to the purchase of utility systems;

2. It inappropriately penalizes the
acquiring utility for possible imprudence of
the seller;

3, Staff could not provide a definition
or examples of a "deteriorated® asset,
therefore, it is appropriate to consider the
impact of a “deteriorated" asset in the
context of an "extraordinary circumstance”
under section (2) on a case-by-case basis;

4. A detericrated asset may or may not
have a net book value and in most cases, ir
there was no imprudence on the part of the
seller, there is no impact on rate base by
retirement of the "deteriorated" asset;

5. A provision requiring the Commission
to consider the condition of assets equates to
"buyer beware" and will drive up the costs of
litigating transfer proceedings and thereby
discourage purchasers of small distressed
systems;

6. over the last five years, no
negative acguisition adjustments have been
approved by the commission;

7. Ppurchases of utility systems below
net book value are not driven by the presence
of deteriorating or non-functioning assets but
arise primarily due to the seller's inability
to: (a) earn an adequate return; (b) keep up
with the costs of environmental requirements;
(c) bear the risk of fines for non-compliance
with environmental regulations; and (d) obtain
or attract necessary capital to finance
required investments.

s5U
25-30.0371(2) SSU agrees with the rule as

proposed. This rule reflects the correct
acquisition adjustment pelicy because:
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Specific Authority: 367.121, F.S.

Lawv Implemented: 367.071(5), F.S.

History: HNew.

25
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1. It reflects long-standing and current
Commission policy most recently confirmed in
Order No. 25729,

i i

Adjustment Policy, issued February 17, 1992;

2. It encourages the acquisition of
small or distressed systems by establishing a
clear and certain policy that positive or
negative acquisition adjustments will not be
made unless specifically requested and
extraordinary circumstances are established;

3. A cl'ar and certain policy that
acquisition adjustments will not be imposed
absent  extracrdinary circumstances will
provide certainty to utilities and lenders
contemplating or involved in acquisitions, and
will reduce litigation costs by liniting
potential litigation to the alleged presence
of extraordinary circumstances;

4.  Such certainty is vital to encourage
acquisitions which serve the best interests of
ratepayers who are captive to owners who do
not have the financial resources or cperating
expertise to provide high quality service at
reasonable rates nor to maintain cempliance
with ever-increasing environmental
requirements and the investments and expenses
associated therewith;

5. Rates are set on prudent costs, and
transfers at net book value do not impose any
additional revenue requirements, j.e.; there
is no harm to the ratepayers;

6. 1t must be remembered that a utility
incurs substantial costs prior to acquisition
of a system;

35 The rule as proposed provides the
Commission with the flexibility to deviate
from net book value on a case-by-case basis

- Wwhen there are valid reasons in the public

interest for doing so;

8. All transfers must be approved by the
Commission, and a transfer would not be
approved unless it was in the best interests
of the ratepayers.

A rule that requires negative acquisition
adjustments or proof that a negative
acquisition adjustment should not be made will
discourage the purchase of small or distressed
systems because:
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1. It unnecessarily increases the cost
to acquire the system due to the need to
litigate every acquisition that is lens than
nef book value, and based upon Exhibits 3 and
10, the cost to litigate could exceed the net
book value;

2. It unnecessarily delays the time
period in which transfer approvals can be
obtained, thus threatening the acquisition --
tize is of the essence in these business
transactions, e, .cially where the system
being acquired may need an infusion of cash
and improvements to correct or prevent
engineering or environmental problems;

3. It penalizes a utility such as
Southern States which is already earning
substantially less on assets purchased (rate
base after non-used and useful adjustments)
when compared. with §SU's investment
(consideration paid plus liabilities assumed
Plus additions since acquisition) in purchased
systems (See Exhibit §);

4. The arguments raised by office of
Public Counsel ("Public Counsel® or "OoPC")
previcusly have been rejected in the recent
investigation docket resulting in oOrder No.
25729;

'Regarding Staff's revised Exhibit Pp-8
(Hearing Exhibit 10), purchase prices and net
book values as presented differ significantly
from SSU's perspective of these items. As a
result, the acquisition adjustment and revenue
impact are not consistent with SsuU's
perspective either as they are fallout numbers
based on purchase price and net book value.
An example of the differences in perspective
is in the case of Lehigh Utilities, Inc.
Staff uses a purchase price of $40 million
which includes a substantial amount of non-
utility assets. SSU, in contrast, would use
the actual purchase price for utility assets
alone. On the net book value number, Staff
uses values based on the rate case with a
projected test year ended September 30, 1992.
This amounted to $11.8 million. SSU would use
the value at time of acquisition which is
considerably less.
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5. Public Counsel's two  primary
arguments in favor of modification of the
Commission's existing policy are without
merit. Public Counsel's argument that the
ratepayers pay twice for investments to
improve deteriorated assets is specious since
such investments, if necessary and prudent,
must be made vhether by the selling utility or
purchasing utility. Public Counsel's argument
that a utilii,'s "investment" in the purchase
of a system equates to consideration paid or
provided by the purchasing utility is contrary
to Commission precedent that the term
"investment" under Section 367.081(2), F.S.,
means the original cost of preoperty when
dedicated to public service (See, 2.9., Order
No. 21907, issued September 19, 1989);

6. A regqulatoery system that
automatically imposed negative aoquintion
adjustments would represant a return to fair
market value regulation, which was soundly
rejected some 50 years ago;

7. It inappropriately shifts the burden
of proof to the utility.

For a fuller discussion of the business
analysis underlying the acquisition of small
or distressed systems, See Exhibit 1, Cresse
comments at pages 3 through page 5, line 17,
Exhibit 1, and Guastella comments at page 1,
line 21 through page 11, line 4.

OFC

25-30,0371 OPC opposes the rule as
recommended by the Staff. OPC, in its original
comments, provided an alternative to the then
proposed rule which would split the difference
between a negative acquisition adjustment
between ratepayers and stockholders. OPC's
recommendation was to share this "benefit" so
that 20% of it vent to stockholders and 80% of
it went to ratepayers. OPC's position was
based upon the perceived concern of the
Commission that the utilities be provided with
an "incentive" to purchase small troubled
systems. As OPC has argued in the past, the
citizens believe that the opportunity to earn
a return on the amount invested should be
incentive enough. Nevertheless, OPC proposed
an alternative that it felt would be generous
te the utilities and in the spirit of the
Commission's goals.
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Notwithstanding OPC's 20/80
recommendation, OPC believes that establishing
a rule on the acquisition adjustment policy of
this Commission is premature for several
reasons. First, the majority of Commissioners
have served on the Commission less than two
years and have had little if any opportunity
to evaluate the implied acquisition policy of
past Commissioners.

Second, the Commission should know the
impact of proposed rules prior to adepting
them. The Citizens do not believe that the
Commission has been given accurate information
with respect to the impact of the propesed
acquisition rule. The Staff provided the
Commiseion with an exhibit which allegedly
quantified the impact of not making negative
or positive acquisition adjustments during the
last five years. The information presented on
Exhibit 10, does not properly reflect the
amount or impact of negative acquisition
adjustments from either the Deltona or Lehigh
systems of Southern States. These were the
two largest acquisitions made by Southern
States in the last five years. The Commission

d ate information on this important
issue so that it can make an informed
decision. OPC does not believe that the
Commission has been provided with this
critical information. The acquisition of one
company or system by another is a complex
process and does not often lend itself to
simple numerical comparisons. Understanding
the complexities of each acquisition made by
Southern States or other companies regulated
by the Commission can not be adequately
studied or evaluated in the brief hearing
process undertaken for purposes of
establishing this and numercus other rules.

Clearly no party to this proceeding would
deny that this proposed rule was the most
hotly contested of all of the proposed rules.
It created much debate on all sides with no
consensus by any of the parties or the
Commissioners. For this reason as well as the
one stated above, OPC recommends that the
Commission not establish a rule with respect
to acquisition adjustments. At a minimum OPC
recommends that Commission strike section (2)
for this proposed rule and decide this
important issue on a case-by-case basis.
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23-30.03¢

At the August 12 hearing, staff
recomzmended withdrawal of this proposed new
rule. The participants in the hearing
concurred with staff's recommendation and the
Commission agreed that this rule should be
withdiawn.

PARTIES'

COMMENTS
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25=30.039

Staff recommends adopting this rule as
originally proposed. The change to the rule
suggested by staff in Exhibit JC-2 (part of
composite Exhibit 1, at Tab 17), which would
require the applicant for a name change to
show that the land vhere the treatment
facilities are located is in the new name, is
not recommended. The issue of what is
acceptable proof of ownership or right to
continued use of land and the cost that would
be incurred requires further research and
should be addressed in a later rule
proceeding.

FARTIES'

COMMENTS
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Specific Authority: 367.121, P.S.
Lav Implemented: 367.121, P.S.

History: New.
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25-30.060 Application for Exemption from Rejulation or
Nonjurisdictional Finding.
(1) Each application for an exemption shall be filed in

P X T i i £ilaed o

original and two copies, pt—-that—app
mm.e%m—smﬂa—n—m—h—w

end—i5—copiesr with the Director, Division of Records and

Reporting, 101 East Gaines Street, Tallahassee, Florida 32399~
0870. Sample application forms may be obtained from the Division
of Water and Wastewater Gewer, Bureau of Certification, 101 East
Gaines Street, Tallahassee, Florida 32399-085008%3.

(2) Each application for an exemption from regulation shall
contain the following information:

(a) The name of the system owner;

(b) The physical address of the system;

(c) The mailing address of the applicant, if different from
the system address;

(d) The name, address, and phone number of the primary
contact person for the exemption request;

(e) The nature of the applicant's business organization,
e.g., corporaticn, partnership, limited partnership, sole
proprietorship, association; and

(f) A statement that the applicant is aware that pursuant to
Section 837.06, Florida Statutes, whoever knowingly makes a false
statement in writing with thn_intcnt to mislead a public servant in
the performance of his official duty shall be guilty of a
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At the May 26 hearing, all participants
greed that the rule as proposed is not
ontroversial and should be adopted. The
‘ommission directed staff to present it for
doption as proposed.

PARTIES'
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nisdemeanor of the second degree, punishable as provided in s.
775.082, 8. 775.08), or s. 775.084.

(3) Each application must specifically state wvhich type of
exemption is being applied for and contain one of the following:

(a) Fer an lxoip:ion pursuant to Section 367.022(1), Florida
Statutes, a statement from the owner of the system that the system
is used solely to provide bottled water and that water is not
provided to customers through a water main or service pipe;

(b) For an exemption pursuant to Section 367.022(2), Florida
Statutes, a statement from the governmaental authority spacifying
the statutory authority for the governmental authority; that the
system is owned, operated, managed, or controlled by the
governmental authority; stating whether it provides water service,
wastewater service or both; and specifying the service area. The
applicant shall describe with particularity the nature of the
ownarship, operation, management, and control of the system;

(c) For an exemption pursuant to Section 367.022(3), Florida
Statutes, a statement from the manufacturer that service is
provided solely in connection with its operations; stating whether
it provides water service, wastewater service or both; and
specifying the service area;

(d) For an exemption pursuant to Section 167.022(4), Florida
Statutes, a statement from the public lodging establishment that
service is provided solely in connection with service to its

guests; stating whether it provides water service, wastewater
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service or both; and specifying the service area;

(e) For an exemption pursuant to Section 167.022(5), Florida
Statutes, a statement from the landlord that it provides service
solely to tenants; that charges for service are non-specifically
contained in nnu.l. charges; stating vhether it provides water
service, wastewater service or both; and specifying the service
area. A copy of tha landlord's most racent version of a standard

lease or rental agreement, MW eharge
£ & 4 . + viee—or—bothr shall be submitted

with the application;

(f) For an exemption pursuant to Section 167.022(6), Florida
Statutes, a ‘statement from the owner of the system that the system
has or will have the capacity to serve 100 or fewer persons;
stating whether it provides water service, wastewater service or
both; and specifying the service area. The applicant shall submit
documentation verifying the capacity of the system(s). For a
vastewater system, the capacity of both the treatment and disposal
facilities shall be documented;

(g) For an exemption pursuant to Section 167.022(7), Florida
Statutes, a statement from the corporation, association, or
cooperative that it is nonprofit; that it provides service solaly
to members who own and control it; stating whether it provides
water service, wastewater service or both; specifying who will do
the billing for such service; and specifying the service area. The
applicant must submit its articles of incorporation as filed with
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the Secretary of State and its bylaws, which documents must clearly

show the requir ts for bership, that the members' voting
rights are one vote per unit of ownership, and the circumstances
under which control of the corporation passes to the non-developer
sembers. Control oé the corporation must pasas: 1) at 51 percent
ownership by the non-developer members or, 2) at some greater
percentage delimited by a time period not to exceed 5 years from
the date of incorporation. The applicant must provide proof of its
ownership of the utility facilities and the land upon which the
facilities will be located or other proof of its right to continued
use of the land, such as a 99-year lease;

(h) For an exemption pursuant to Section 167.022(8), Florida
Statutes, a statement from the reseller that service is provided at
a rate or charge that does not exceed the actual purchase price;
stating that the reseller is aware of the requirements of Rule 25-
30.111, Florida Administrative code; stating that the reseller is
aware of the requirements of Section 367.122. Florida Statutes, and
Rules 25-30,262, ,263, .264, .265, 266 and .267, Florida
Administrative Code, relating to examination and testing of meters:
stating whether it provides water service, wastewater service or
both; and specifying the service area. The reseller must also
provide the name of the utility providing service to it and that
utility's current rates and charges. The reseller must submit a
schedule of all of its proposed rates and charges, an explanation

of the proposed method of billing customers, separately, for both
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water ard wastevater, ard a schedule showing that the amount billed
will not exceed the an;unu paid for water, wastewater, or both;
{i) FPor an exemption pursuant to Section 367.022(9), Florida
Statutes, a statement from the owner of the wastewater system that
the system is prlnarily for the treatment of wastewater other than
domestic wvastewater, such as runoff and leachate from areas that
receive pollutants associated with industrial or commercial
storage, handling or processing; identifying the principal source
or nature of such wastewater; and specifying the service area;
(3) For a nonjurisdictional finding pursuant to Saction
367.021(12), Plorida Statutes, a stat t from the system owner

stating that it does not charge for providing utility service;
specifying how operational costs of providing service are treated
or recovered; stating wvhether it pravigas water service, wastewater
service, or both; and specifying the service area.

Specific Authority: 367.121(1), F.S.

Law Implemented: 21367.021(12), 167.022, 367.031; F.S.

History: New 1/5/92, Amended .
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At the May 26 hearing, all participants
agreed that the rule as proposed is not
controversial and should be adopted. The
commission directed staff to present it for
adoption as proposed.
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Specific Authority: 367.121, F.S.
Law Ilp.l.nl-ntud: 367.165, F.S.

History: New.
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25-30.111 Exemption for Resale of Utility Service, Annual
Report.

Any person who has been granted an exemption from requlation
as a reseller of wesells water or yastewvater sewer service and

ok £he sion provided for in subsection 167.022(8), F.S.,

shall file a report by March 31 of each year following the year for
vhich the exemption is claimed. The report shall contain the
following:
(1) A schedule, listing by month, the rates charged fcr and
total revenue received from the water or wastewater service sold.
(2) A schedule, listing by month, the rates charged and total
expense incurred for the purchase of the water or wastewater sewer
service.
(3) A statement listing the source from which the water or
wastewater sewer service was purchased.
Specific Authority: 367.121(1), F.S.
Law Implemented: 367.022(8), F.S.
History: Newv 3/26/81, formerly 25-10.09, Transferred from 25-

10.009 11/9/86, Amended .
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At the May 26 hearing, all participants
agreed that the rule as proposed is not
controversial and should be adopted. The
Commission directed staff to present it for
adoption as proposed.
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Specific Authority: 367.121, F.S.
Law Implemented: 1367.121, F.S.
History: New.
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25-30.217

Staff recommends the Commission adopt
this rule as ariginally proposed without the
changes that have been recommended by Public
Counsel. Public Counsel's changes wvere
discussed at the August 12 hearing but left
undecided.

The proposed rule prescribes the

of pension costs,
whereas Public Counsel's recommended
addition--to require pension costs to be
funded and placed in escrow--prascribes the

« Staff does not believe
the Commission has developed a policy on this
and, until the issue is addressed onp a case-
by-case basis and a policy developed, no rule
should be adepted.

PARTIES' COMMENTS

FWWA & FCHE

25-30.117 Agree with Staff position. The
purpose of the rule is to require consistent
accounting treatment, not to establish
ratemaking policy.

oPC

24=-30.117 OPC dces not agree with the Staff's
recommendation which essentially rejects OPC's
proposal concerning the funding of pension
plans. As the Commission is well aware, the
financial wviability of a water or wastewater
utility is generally significantly less stable
than that of electric and telephone companias
that operate in Florida. Thus, OPC believes
the Commission should require that pensions
established by water and wastewvater utilities
be funded. Otherwise a utility can collett
these costs from ratepayers yet never pay them
to their employees. Accordingly, the
Commission should not reject oPC's
recommendation. OPC's recommended language for
this rule is set forth in Appendix A.

OPC - Appendix A

25-30.117 Any utility that has an established
defined benefit pension plan as defined by the
Financial Accounting Standard's Board in the
Statement of Financial Accounting Standards
No. 87, Employers' Accounting for Pensions
(SFAS 87), shall account for these costs

pursuant to SFAS 87 as it applies to business
enterprises in generalayandithessfcostsFERATY
5& funded and proper 1
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25-30.135 Tariffs, Rules and Miscellaneous Requiraments.

(1) Each utility shall adopt and file tariffs in accordance
with Chapter 25-9, Florida Administrative Code.

f2) Mo utility may modify or revise its rules or regulations
or its schedules of rates and charges until the utility files and
receives approval from the Commission for any such modification or
revision.

(3) Each utility shall maintain for customer inspection upen
request during reqular business hours at its main in-state business
office, a gurrent copy of Chapterg 25-9, 25-22 and 25-30, Florida
Administrative Code, a_ current copy of Chapter 367, F.S.,, and a
copy of the utility's current tariffs, and current developer
agreements. The Commission shall provide current copies of the
above rules and statute to each utility wwies;—regqulations—and
schedulenr
Specific Authority: 367.121, F.S.

Law Implemented: 367.081, F.S.
History: Amended 9/12/74, formerly 25-10.41, Transferred from
25-10.041 and Amended 11/9/86, Amended ____ .
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23-30.135

All participants agreed at the hearing
that the rule as proposed is not
controversial and should be adopted. The
Commission directed staff to present it for
adoption as proposed.
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25-30.320 Refusal or Discontinuance of Sarvice.

(1) Until adequate facilities can be provided, a utility may
refuse to serve an applicant if, in the best judgment of the
utility, it does not have adequate facilities, or supply to render
the service applied for, or if the service is of character that ls
likely to affect unfavorably service to other customers.

(2) As applicable, the utility may refuse or discontinue
service under the following conditions provided that, unless
otherwise stated, the custcmer shall be given written notice and
allowed a reasonable time to comply with any rule or remedy any
deficiency:

(a) For noncompliance with or violation of any state or
municipal law or regulation governing such utility service.

(b) For failure or refusal of the customer to correct any
deficiencies or defects in his piping or equipment which are
reported to him by the utility.

(c) For the use of utility service for any other property or
purpose than that described in the application.

(d) For failure or refusal to provide adequate space for the
meter or service equipment of the utility.

(e) For failure or refusal to provide the utility with a
deposit to insure payment of bills in accordance with the utility's
requlation.

(f) For neglect or refusal to provide reasonable access to

the utility for the purpose of reading meters or inspection and
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All participants agreed at the hearing
that the rule as proposed is not
controversial and should be adopted. The
Commission directed staff to present it for
adoption as propesed.
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maintenance of equipmer“ owned by the utility.

(g) For nonpay=ent of bills or noncempliance with utility's
rules and regulations in connection with the same or a different
type or a different class of utility service furnished to the same
customar at the same premises by the same or affiliated utility
only after there has been a diligent attempt to have the customer
comply, including at least 5 working days' written notice to the
customers. Such notice shall be separate and apart from any bill
for sarvice. For purposaes of this subsection, "working day" means
any day on which the utility's office is open and the U.5. Hail is
delivared. A utility shall not, however, rafuse or discontinue
service for nonpayment of a dishonored check service charge imposed
by the utility.

(h) Without notice in the avent of a condition known to the
utility to be hazardous.

(1) wWithout notice in the event of tampering with regulators,
valves, piping, meter or other facilities furnished and owned by
the utility. !

(j) without notice in the event of unauthorized or fraudulent
use of service. Whenever service is discontinued for fraudulent
use of such servica, the utility, before restoring service, may
require the customer to make at his own expense’all changes in
piping or equipment necessary to eliminate illegal use and to pay
an amount reasonably estimated as the deficiency in revenue

rasulting from such fraudulent use. Service shall not be
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(3) Service shall be restored when cause for discontinuance
has been satisfactorily adjusted.

(4) In case of refusal to establish service, or whanever
service is discontinued, the utility shall notify the applicant or
customer in writing of the reason for such refusal or
discontinuance. in all instances involving refusal or
discontinuance of service the utility shall advise in its notice
that persons dissatisfied with the utility's decision to refuse or
discontinue service may register their complaint with the utility's
customer Relations Personnel and to tn; Florida Public Service
Commission at 1-800-342-3552, which is a toll free number.

(5) The following shall not constitute sufficient cause for
refusal or discontinuance of service to an applicant or customer:

(a) Delinquency in payment for service by a previous occupant
of the premises unless the current applicant or customer occupied
the premises at the time the delinquency occurred and the previous
customer continues to occupy the premises and such previous

customer will receive benefit from such service.
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(b) Failure to pay “or appliances or equipment purchased from
the utility.

(c) Failure to pay for a different class of service, except
where two or more classes of service are rendered to tha sane
customer at the same premises.

(d) Pailure to pay the bill of another customer as guarantor
thereof.

(e) Failure to pay a dishonored check service charge imposed
by the utility.

(6) HNo utility shall discontinue service to any customer,
between 12:00 noon on a Friday and 8:00 a.m. the following Honday
or between 12:00 noon on the day preceding a public holiday and
8:00 a.m. the next working day; provided, however, that this
prohibition shall not apply when:

(a) Discontinuance is requested by or agreed to by the
customer; or

(b) A hazardous condition exists; or

(c) Meters or other utility-oun;d facilities have been
tampered with; or

(d) - Service is being obtained fraudulently or is being used
for unlawful purposes.

Specific Authority: 167.121, F.S.

Law Implemented: 367.081, 167.121, F.S.

History: Amended 9/12/74, 4/3/80, formerly 25-10.74, Transferred
from 25-10.074 and Amended 11/9/86, 1/1/91, 1/11/93, .

CODING: Words underlined are additions; words in
struek—theeugh type are deletions from existing law.

- 59 =

STAFF'S COMMENTS

PARTIES'

COMMENTS



10
11
12
11
14
15
16
17
18
13
20
21
22
2]
24
25

25-30.335 Customer Billing.
(1) Except as provided in this rule, a utility shall render
bills to customers at regular intervals, and each bill shall

indicate: the billing period covered; the applicable rate
schedule; beginning and ending meter reading: the amount of the

- il i i
bill; ppiicabie—g dfor—net—billing,—andfor—d —

penaitys—and—£inaldiscount—or—penaity—dater—and the delinquent
date or the date after which the bill becomes past due; and any

authorized late pavment charge.
(2) If the utility estimates the bill, the utility shall

indicate on the bill that the amount owed is an estimated amount.

(3) When service is rendered for less than 50 #ifey percent
of the normal billing cycle, the utility shall prorate the base
facility charges as though the normal billing cycle were 10 thirty
days, except that the utility may elect not to issue an initial
bill for service if the service is rendered during a time period
which is less than 50 #ifty percent of the normal billing cycle.
Instead, the utility may elect to combine the amount owed for the
service rendered during the initial time period with the amount
owed for the next billing cycle, and issue a single bill for the
combined time period. For service taken under flat rate schedules,
50 €ifey percent +56% of the normal charges may be applied.

(4) A utility may not consider a customer delinquent in
paying his or her bill until the 21st twenty—£irst day after the
utility has mailed or presented the bill for payment.
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25-30,335

All participants aqreed at the hearing
that the rule as proposed is not
centroversial and should be adopted. The
Commission directed staff to present it for
adoption as proposed.
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(5) Each utility shall establish each point of delivery as an
independent customer and shall calculate the amount of the bill
accordingly, except where physical conditions make it necessary to
use additional meters or points of delivery for one class of
service to a single customer on the same premises, or where such
nmultiple meters or delivery points are used for the convenience of
the utility.

(6) A utility may not incorporats municipal or county
franchise fees into the amount indicated as the cost for service on
the customer's bill. Rather, the utility shall show any such
franchise fee as a separate item.

(7) The utility shall maintain a record of each customer's
account for the most current 2 #&we years so as to permit
reproduction of the customer's bills during the time that the
utility provided service to that customer.

(8) In the event of unauthorized use of service by a
customer, a utility may bill the customer on a reasonable estimate
of the service taken. In addition, the utility may assess a fee to
defray the cost of restoring service to such a customer provided
that the fee is specified in the utility's tariff.

19) If a utility utilizes the base facility and usage charde
rate structure and does not have a Commission authorized vacation
rate, the utilitv shall bill the customer the base facilitv charge
regardless of whether there is any usage.

Specific Authority: 367.121, F.S.
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Law Implemented: 3167.121, F.S.

History: Amended 9/14/75, 6/21/79, formerly 25-10.97, Transferred

from 25-10.097 and 25-10.111, and Amended 11/9/86, Amended
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25-30,.360 Refunds.

(1) Applicability. With the exception of deposit refunds,
all refunds ordered by the Commission shall be made in accordance
with the provisions of this Rule, unless otherwise ordered by the
Commission.

(2) Timing of Refunds. Refunds must be made within 30 minety
496+ days of the Commission's order unless a different time frame
is prescribed by the Commission. A timely wmotion for
reconsideration temporarilv stavs the refund. pending the final
order on the motion for recongideration. Uniess—a—siay-has—been

i ided o P N s F i i o) r
im—wpibing 9r p—te} 5 for

14 i £ A Lond & Saamel 431 el o
reconsideration S f—ufr—or T g y—tne

timing—of—the—refund~ In the event of that a stay is—granted
pending reconsideration, the timing of the refund shall commence

from the date of the order disposing of any motion for
reconsideration. This rule does not authorize any motion for
reconsideration not 6““16‘ authorized by Chapter 25-22, Florida
Administrative Codae.

(3) Basis of Refund. Where the refund is the result of a
specific rate change, including interiu rate increases, and the
refund can be computed on a per customer basis, that will be the
basis of the refund. Howaver, where tha refund is not related to
specific rate changes, such as a refund for overearnings, the
refund shall be made to customers of record as of a date specifled

by the Commission. In such case, refunds shall be made on the
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All participants agreed at the hearing
that the rule as proposed is not
controversial and should be adopted. The
Commission directed staff to present it for
adoption as proposed.
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basis of usage. Per customer refund refers to a refund to every
customer receiving service during the refund period. Customer of
record refund refers to a refund to every customer receiving
service as of a date specified by the Commission.

(4) Interc-t.-

(a) In the case of refunds which the Commission orders te be
made with interest, the average monthly interest rate until refund
is posted to the customers account shall be based on the 10 Ehirty
+36+ day commercial paper rate for high grade, unsecured notas secld
through dealers by major corporations in multiples of $1,000 as
regularly published in the Wall Street Journal.

(b) This average monthly interest rate shall be calculated
for each month of the refund periocd:

1. By adding the published interest rate in effect for
the last business day of the month prior to each
month of the refund period and the published rate
in effect for the last business day of each month
of the refund periocd, divided by 24 twenty—feur
424 to obtain the average monthly interest rate;

2. The average monthly interest rate for the month
prior to distribution shall be the same as the last
calculated average monthly interest rate.

(¢) The average monthly interest rate shall be applied to the
sum of the previous month's ending balance (including monthly

interest accruals) and the current month's ending balance divided
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by 2 ewo—t2} to accomplish a compounding effect.

(d) Interest Multiplier. When the refund is computed for
each customer, an interest multiplier may be applied against the
amount of each customer's refund in lieu of a monthly calculation
of the interest for .oac:h customer. The intaeraest multiplier shall
be calculated by dividing the total amount refundable to all
customers, including interest, by tha total amount of the refund,
excluding interest. For the purpose of calculating the interest
multiplier, the utility may, upon approval by the Commission,
estimate the monthly refundable amount.

(e) Commission staff shall provide applicable interest rate
figures and assistance in calculations under this Rule upon request
of the affected utility.

{5) Method of Refund Distribution. For those customers still
on tha system, a credit shall be made on tha bill. In the aevent
the refund is for a greater amount than the bill, the remainder of
the credit shall be carried forward until the refund is complated.
If the customer so requests, a check for any negative balance must
be sent to the customer within 10 ten—{36)y days of the request.
For customers entitled to a refund but no longer on the system, the
company shall mail a refund check to the last known billing address
except that no refund for less than $1.00 will be made to these
customers.

(6) Security for Money Coliected Subject to Refund. In the

case of money being collected subject to refund, the money shall be
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secured by a bond unles~ tre Commission specifically authcrizes
soma other type of security such as placing the money in escrow,
approving a corporate undertaking, or providing a letter of credit.
The company shall provide a report by the 20th of each month
indicating the monthly and total amocunt of money subject to refund
as of the end of the preceding month. The report shall also
indicate the status of vhatever security is being used to guarantee
repayment of the money.

(7) Refund Reports. During the processing of the refund,
monthly reports on the status of the refund shall be made by the
20th of the following month. In addition, a preliminary report
shall be made within J0 ekiveyp—(39) days after the date the refund
is completed and again 90 days thereafter. A final report shall be
made after all administrative aspects of the refund are completed.
The above reports shall specifty the following: *

(a) The amount of money to be refunded and how that amount
wvas computed;

(b) The amount of money actually refunded;

{€) The amount of any unclaimed refunds; and

(d) The status of any unclaimed amounts.

{8) Any unclaimed refunds shall be <treated as cash

PO SRR Y — o ubsectt L34 £edind
ehe e P L 1
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Specific Authority: 350.127(2), F.S.

Law Implemented: 367.081(6), 367.082(2), F.S.

History: New B8/17/83, formerly 25-10.%6, Transferred from
25-10.076 11/9/86, Amended .
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25-30.430 Test Year Approval.

(1) Prior to the filing of an application for a general rate
increase a utility shall submit to the Commission a written request
for approval of a test year, supported by a statement of reasons
and justifications .-huvinr; that the requested test year is
representative of utility operations. The Commission Chairman will

then approve or disapprove the request within 30 days from the

receipt of the request. In disapproving the req ed test year,
the Chairman may suggest another test year. Within 30 days of the
Chairman's approval or disapproval of a test year, upon request of
any interested person the full Commission may review the Chairuan's
test year decision.

(2) Each applicant for test year approval shall submit the
following information in its written request to the Chairman:

(a) A statement explaining why the requested test year is
representative of the utility's current operations.

(b) A general statement of major plant expansions or changes
in operational methods which:

1. Have occurred in the most recent 18 months or since the
last test year, whichever is less;

2. Will occur during the requested test year.

(c) A general statement of all known estimated pro forma
adjustments which will be made to the requested test year amounts.

(d) If a projected test year is requested, provide an
explanation as to why the projected period is more representative
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The Commission directed staff to present
this rule for adoption as originally
proposed. Additionally, staff recommends one
change to (3) below.

“May" should be changed to "shall"
so there is no basis for an cbjection that
extensions may be denied arbitrarily. If an
applicant shows good cause for an extension
and the extension won't cause the test year
to be unrepresentative, there is no reascn to
deny the request.

PARTIES' COMMENTS

FWWA § FCWC
25-30.430 Agree with Staff change.
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of the utility's operations than a historical periecd.
(3] Any reguests for extensions of time to file <the
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specific Authority: 2367.121, F.S.

Lav Implemented: 367.081, 350.01(5), F.S.

History: New 6/10/75, Amended 6/13/79, 3/26/81, 9/27/83,
Transferred from 25-10.175 and Amended 11/9/86, 6/25/90, .
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At the August 12 hearing the Commission
voted to delay conslideration of this rule.
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25=30.433
The following changes are recommended by
staff:

Introductory paragraph: The phrase "for
good cause shown" is deleted as suggested by
Commissioner Clark becauss it is redundant.

(1) Quality of Service - At the May
hearing, the Commission decided against
providing a penalty in this rule for failure
to meet standards as suggested by Public
Counsel. staff recommends no changes to this
section.

(2) A consensus was not reached at the
May hearing and the Commission instructed
staff to staff provide its recommendation for
the final agenda. Staff recommends the
Commission adopt this section as originally
pProposed.

(3) The change to the first sentence
was recommended by staff at the May hearing.
This language clarifies the Commission
practice of netting used and useful debit and
credit deferred taxes. This coincides with
the used and useful adjustments made to plant
in determining rate base. No parties
disagreed with this change, however the rule
section was left undecided and the Commission
instructed staff to provide its
recommendation.

The new third sentence is added to
clarify the rule and does not change its
mean or intent.

1?;:1! recommends that the Commission
adapttb.propoaodruhudunqodbocam it
codifies longs Commission policy.

(4) staff recommends the adoption of
this section as originally proposed--without
the change proposed by OPC to the 13-month
averaging method. Staff believes the
increased cost to prepare MFRs using the 13-
month averaging method far outweighs the
benefit of an increase in accuracy.

(5) staff recommended delet the word
"plant” in its comments (part of Composite
Exhibit 1, Tab 18, at page 12) to clarify the
rule. Without this change, a literal
interpretation could erroneously lead to the
assumption that the same dollar adjustment
made to plant be made to depreciation.

PARTIES' COMMENTS
FWWA & FCWC

25-30.433 (2) Add cCash before "working
capital™ because the only thing 1/8th of O&M
represents is cash working capital.

(3) Agree with clarifying langquage re
used and useful debit deferred taxes.

Strongly disagree with exclusion of other
deferred debi*~ from rate base. This is a
flawed, confiscatory policy that contravenes
J67.081(2), Florida Statutes. Deferred debits
are mid term (neither short nor long) non-
tangible assets. Because they are not included
in rate base as either plant (long term) or
working capital (short term), the utility is
denied an opportunity to earm on an asset
necessary to serve the public. The Commission
should include deferred debits in rate base as
2 separate line item to be evaluated on a case
by case basis (TR 503-525, '5/26/93). The
Staff has argued that if deferred debits are
included in rate base then deferred credits
would also have to be included and once you
start deciding which ones should be included
You are essentially back to the balance sheet
method (TR 497, 543 5/26/93). But this
argument, at best, lacks substance, and, at
worst, misstates policy. First, the deferred
debits that we are asking to include are not
current assets and are not part of working
capital whether determined by the formula or
balance sheet method. Therefore, they would
not be a consideration regardless of how
working capital is de - [We should not
confuse the balance sheet method of
determining working capital with
reconciliation of rate base to the capital
structure.) Second, deferred credits, for the
most part, are already considered by the
Commission. The deferred credit accounts are
(1) unamortized premium on debt, which the
Commission includes in the cost of debt, (2)
advances for construction, which the
Commission nets against rate base, (3)
accumulated deferred ITC's, which the
Commission includes in the cost of capital and
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The addition of the second sentence
regarding non-used and useful property taxes
vas recoamended by the Office of Public
Counsel (OPC) (Composite Exhibit 1, Tab 8).
Staff agrees with OPC that non-used and
useful property tax adjustments are
Commission practice when the taxing authority
tayes total plant, not just used and useful
plant. Staff disagrees with OPC's proposed
rule as its vording assumes that an
adjustment is required whenever a non-used
and useful adjustment is made. As reworded,
staff's recommended rule will codify current
policy. This language will still permit the
flexibility when no adjustment should be

made.

(6) The Commission directed staff to
remove the original proposed rule regarding
imputation of CIAC on the margin reserve for
consideraticn at a later date with the used
and useful rule. In place of that section,
staff has included the proposed rule on
charitable contriputions, as recommended by
OPC and as directed the Commission. This
codifies current Commission practice.

(7) This section was left pending at
the May hearing. Staff recommends the
Commission adopt this section as originally
proposed.

(8) Staff recommends the Commission
adopt this section as originally proposed.

‘”.i Staff recommends the Commission
adopt this section as originally
without tha change r-connmg ed W%MN'S
suggested methodology has been argued in
several cases in the recent past and rejected
by the Commission. The rule as originally
proposed codifies the Commission's
longstanding practice.

(10) and (11) No comments vere
presaented on these sections of the rule at
the hearing and staff recommends the
Comnission adopt it as originally proposed.

(12) staff recommends adding this
section vhich was initially suggested by OPC
but modified by the Florida’ Waterworks
Association (FWWA). The wording recommended
by FWWA was taken from a number of Commission
orders issued over the past ten yYears.

(13) At the August hearing, the
Commisgion left this rule pending and
directed staff to present the proposal of
OPC. Staff recommends that the Commission
adopt the rule proposed by OPC, modifying it
to refer specifically to the parent debt
rule, because it codifies long standing
Commissicn policy.

PARTIES' COMMENTS

(4) other, which includes such items as gains
on disposition of property and advance
billings and which are or can be reviewed on a
case by case basis. So, all deferred credits;
except “"other" are now being directly
addressed by the Commission in rate base or
cost of capital, but under this proposed rule,
none of the deferred debits may be addressed
at all. This is clearly a discriminatory and
confiscatory policy. At the very least, easily
identiriable, utility related deferred
expenses, such as unamcrtized rate case
expense, deferrea maintenance and deferred
testing expenses should be separately
identified and included in rate base (TR
507,508, 5/26/9)). (see Composite Exhikit Ne.
1, Comments of the FWWA, 4/29/92, Pp.25-26;
Supplemental Comments of Frank Seidman for the
FWWA, Ppp.26-27; Comments of the FWWA on
Proposed Rules, 4/23/93, pp.1-10)

(This rule proposal is the subject of a
pending rule challenge by FWWA and FCWC before
the Division of Administrative Hearings
(DOAH) , Department of Management Services].

(4) Agree with Staff position.

(7) Income tax expense is a legitimate
cost of doing business (see Composite Exhibit
No. 1, Supplemental Comments of Frank Seidman
for the FWWA, p.29). Recommend permissive
language, e.g., Dcome _tax expensa

[ _culporitions,

considered on a case by case basis.

(9) Agree with Staff position.

(10) 99 year lease too restrictive as
sole example. Include:

effective alternatives.
(12) Agree with staff position.

le
14) Strongly disagree with this rule,
and J.\.t.t! Staff ntat.rnt. t.ha‘ti it codi::;::
commission policy.
émuw‘mir“gc are the result of past revenue
levels being inadequate. 2:.‘31;:10::&9‘ :::
the riod for
;.w.nei? bccm;’:n of loss carryforwards
understates revenue requirements by allowing

i
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(14) At the August hearing, the
Commission directed staff to present the rule
proposed by OPC with staff's changes. Staff
recommends that the Commission adopt the rule
as modified by staff. With the changes, it
codifies longstanding Commission policy.

Staff was initially directed to address
intergenerational inequities in its
recommendation. This Commission does rot
allow tax losses from non-regulated
activities of the m:tur.z or its arfiliates
to subsidize above-the-line utility
cperations through use of tax losses
attributable to non-regulated activities.
This is the flip-side of that issue. Tax
losses from above-the-line utility operations
can be used to offset taxable income of
affiliated companies or below-the-line
taxable income of the utility. Regulatory
recognition of the tax loss attributable to
above-the-line operations prevents cross
subsidization of non-utility activities by
above-the-line operations. It follows
generally accepted accounting principles and
is good tax and regulatory practice. There
is no intergenerational inequity. The actual
tax expense of the utility that results from
above-the-1ine utility operations is spread
over the customers who receive service.

PARTIES' COMMENTS

future customers to benefit from Previous
utility losses (TR 331-334, 8/12/93 &
Composite Exhibit No. 1, Supplemental Comments
of Frank Seidman for FWWA, p.31.) It has been
a longstanding policy of this Commission to
adjust expenses and revenues so that they are
representative of the ongoing cost of service
and cost recovery during the period when rates
will be in effect. In that respact, the
Commission has adjusted revenues, expenses,
depreciation anu caxes

S0 that they are pormal, i.e., so0 that they
are representative. When this is done,
revenues recover only those costs associated
vith serving the customers paying those costs,
no more and no less. A fair and reasonable
return on property used and useful in serving
the public has an income ‘tax expense
associated with i{t. If that tax expense is
reduced to zero for ratemaking purposes
because of losses carried forward from a prior
period, then the revenue requirements for the
period during which rates are in effect become
understated; become and not
representative of the real cost associated
with providing service in that periocd.

[This proposed rule was not included in the
Notice of Rulemaking. It impo:
impact that was not considered in  the
Commission's Economic Impact Statement. The
impact of this rule should be considered. Any
survey of utilities regarding impact should be
directed to a wide sampling of Class *cC®
utilities in additien to the larger utilities
that are usually contacted.)

Ses an economic

Ss5U
25-30.433(1) S5U agrees with the rule as
proposed. It would be inappropriate to

include a penalty in this section because the
Commission always has the authority to deal
with shortcomings in utility operations.

58U

25-30.433(2) SSU agrees with the rule as

Proposed. The one-eighth operation and

maintenance (0&M) expenses approach is highly

g:;f.e:ahlc to thea balance sheet approach
ause:
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(14) At the August hearing, the
Commission directed staff to present the rule
proposed by OPC with staff's changes. Staff
recommends that the Commission adopt the rule
as modified by staff. HWith the changes, it
codifies longstanding Commission policy.

Staff was initially directed to address
intergenerational inequities in its
recommendation. This Commission does not
allow tax losses from non-regulated
activities of the utility or its affiliates
to subsidize above-the-line utility
operations through use of tax losses
attributable to non-regulated activities.
This is the flip-side of that issue. Tax
losses from above-the-line utility operations
can be used to offset taxable income of
affiliated companies or below-the-line
taxable income of the utility. Regulatory
recognition of the tax loss attributable to
above-the-line operations prevents cross
subsidization of non-utility activities by
above-the-line operations. It follows
generally accepted accounting principles and
is good tax and regulatory practice. There
is no intergenerational inequity. The actual
tax expense of the utility that results from
above-the-line utility operations is spread
over the customers who receive service.

PARTIES' COMMENTS

1. ‘The one-eighth O&M approach is less
costly to perform than the balance sheet
approach and consistent with Commission

policy;

2. Any greates accuracy derived from the
palance sheet approach is offset by the
greater cost of the balance sheet approachj

3. The notion that the one-eighth O&M
method yields a higher working capital
requirement is simply not true as evidenced by
application of the two working capital methods
to SSU's mostL recent three rate cases (Sme
Exhibit 7);

4. The balance sheet method may preduce
unrealistic results such as a zero working
capital requirement for utilities that are
substantially under-earning.

55U

25-30.433(3) With respect to the last
sentence in the rule, SSU maintains that, at
minimus, utilities should earn a return on
unamortized rate case expense because (a) such
costs are not included in the vne-eighth OLM
formula; (b) such costs are well defined and
approved by commission order; and (c) there is
clearly a lag between expense and recovery of
thesa costs.

55U

25-30.433(4) 55U agrees with the rule as
proposed. The simple averaging approach is
more appropriate than the 13 month averaging
method because:

1. The simple average method requires
the utility to produce less documentation (2
versus 13 months data), thus making it
simpler, less ive, and less time-
consuming to present and analyze;

2. Even with a projected test year,
final rates are normally not implemented until
after the test year is over. That being the
case, the use of a simple average or a year-
end rate base is very reasonable and fair to
ratepayers;

3. A comparfison of a simple average to a
17 month average simply does not result in a
material difference or increase in accuracy.
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55U

25-30.433(5) SSU agrees with the rule as
proposed. This version of the rule is more
appropriate because:

1. This is current Commission policy;

2. All property taxes paid by a utility
are a required, prudent expense necessary to
maintain operations in a particular county;

3s Non-used and useful adjustments to
depreciation expense are applied based on
application of non-used and useful percentages
as determined by the Commission related to the
assets which create the depreciation expense.
The same pool of regulatory dollars allows for
a simple mathematical adjustment. This is not
true with property taxes. Each county applies
its own methodology to value property and
determine property taxes. Moreover, scme
counties do not tax non-used and useful
property while others impose a tax on some
percentage less than 100% of the fair market
value of the property. The rule as proposed
provides the Commission with the ability to
address the specific application of property
taxes on a case-by-case basis. There may
simply be situations where adjustments are not
appropriate, and the language proposed by OPC
would create an inflexible automatic rule that
will not always be properly applicable.

SsU

25-30.433(8) SSU disagrees with the rule as
pr ed -- the amortization period should be
four years and not five years.

1. Four years corresponds with the rate
case amortization period and would create a
uniferm policy;

2. For whichever period of time chosen,
there ghould not be an automatic reduction in
rates -- rates should be reduced only when the
utility is earning oputside of its range of
return (since rates within the range have
already been determined to be fair, just, and
reasonable) ;
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3. In most cases, returns deteriorate
over time and a reduction in rates exacerbates
the deterioration and adds an administrative
burden to the utility. It may also accelerate
the need for a rate case, In those rare
instances where a company is over-earning due
to a change in amortization, the Commission
has the authority to adjust the company's
rates.

SsU

25-30.433(9) SSU agrees with the proposed
rule. This rule is appropriate because it
does not penalize the utility for investment
that was prudent when made.

55U

25-30.433(12) SSU disagrees with the proposed
rule, but prefer the proposed rule language to
the OPC language.

The issue this rule attempts to address
is whether a utility's cost of capital,
including debt, would be greater than it would
be if the company was not involved in non-
utility business within the same business
entity. However, the rule is premised upon
two false assumptions =-- the rule assumes
investors know exactly how much debt and
equity are invested in non-utility businesses
and that the cost of equity has increased
because of the investment in the non-utility
business. This issue should be pursued on a
genaric basis since it affects all industries,
but if the Commission decides to adopt a rule,
the present language is superior since it
permits the utility the oppertunity to
establish the investment components in non-
utility businesses and the associated costs
which may result 4in a more equitable
determination of cost of capital for

regulatory purposes.
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ssu

25-30.433(14) SSU disagrees with the proposed
rule.

Tax loss carryforwards exist because in
the year the tax loss was recorded the utility
lost money =-- simply put, the utility had
insufficient revenue to pay its O&M costs plus
interest. The effect of the proposed rule is
to take the loss the owner paid for and use it
in a &subsegquent year to benefit the
ratepayers. suat  is unfair and would
constitute retroactive ratemaking. Rates are
set prospectively on the basis of a
prospective rate of return -- and rates should
not be reduced because of a prior year's
losses. The proposed rule yields the
anomalous and inequitable result of making
prospective rates lower than they otherwise
would be if prior rates producing the income
tax losses had been higher.

The proposed rule would put the utility
in a Catch-22 situation where if it loses
money in one year, it is guaranteed to never
be able to earn a full return in future years.

Tax losses relate to losses absorbed by
the shareholders, not the ratepayers.
Therefore, such losses should not be passed
back to ratepayers in establishing rates. In
fact, this would be retroactive ratemaking and
if a tax loss is passed back to the
ratepayers, then the loss sustained by the
utility shareholders (due to insufficient
rates) should be recovered from ratepayers.
Also, the proposed rule would ignore tax
sharing agreements which may exist. This rule
should be eliminated.

e g
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OPC

25=30.433 OPC supports in part and opposes in
part many sections of this proposed rule. This
proposed rule deals with many aspects of the
ratemaking process and establishing rules for
numerous issues that are litigated on a case-
by-case basis.

Concerning section (1), OPC recommended
that the Commission insert into the proposed
language that if the utility does not meet the
Commission's ¢ality of service standards then
a penalty be imposed on the utility. OPC
believes that the Commission routinely does
impose such penalties. Consequently, the
addition of this language to the rule would
codify current Commission policy. Furthermore,
it would give the utilities a greater
incentive to comply with the Commission's
quality of service standards. Accordingly, OPC
recommends that the Commission adept the
language as set forth in Appendix A to these
post hearing comments.

Section (2) address the issue of working
capital. The Staff argues that the lack of
sophistication of water and wastewater
utilities, combined with the significance of
rate case expense in this industry, warrants
the use of the 1/8th O&M approach to working
capital. OPC believes that since the
Commission last addressed this issue in 1989,
the water and wastewater industry has greatly
progressed by adding computers, which would
greatly reduce the cost of determining working
capital needs wunder the balance sheet
approach. Purthermore, if the Commission's
policy is made explicit with respect to the
components included in the working capital
requirement, there should not be a great deal
of litigation costs associated with the
balance sheet approach.

The utilities, primarily the Florida
Water Works Association, argued that the
balance sheet approach is more expensive than
the 1/8th O&M approach because the former
requires the allocation of each component of
the balance sheet to account for
jurisdictional differ and tility
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operations. ([Tr. 500.) OPC points out that
rather than allocate each component of the
balance sheet, the entire working capital
allowance, as determined for the entire
company, can be easily allocated by using a
net investment allocation factor. The
Commission should reject FWWA's specious
argument.

The FWWA asserts that the balance sheet
appreoach is not accurate. The FWWA also notes
that the lead/lag approach is the most
accurate, but _lat it is too expensive to use.
[Tr. 501.) OPC must point out that most
persons knovledgeable about working capital
know that a 365-day balance sheet approach
would produce the same results as a lead
lag/study. Thus, contrary to the FWWA's
comments, a 1l13-month balance sheet approach
producas accurate results--it is just
simplified relative to a lead/lag study.

Southern States also argued that the
1/8th O&M approach was based upon a lead/lag
analysis. (Tr. 532-33.] As pointed out by OPC
the 1/8th approach was developed by the
Federal Energy Regulatory Commission (FERC),
specifically for the electric and gas
industry. It had no relationship teo the water
and wastewater industry. [Tr. 534.]

The FWWA cited three reasons why the
balarice sheet approach is not accurate: 1) it
is based upon a test year which may not be
representative of normal operations; 2) it
requires allocation; and 1) it puts management
in a pesition of manipulating short-tarm
agsets. [Tr. 501-502.] None of thesa arguments
is valid, as all three equally apply to the
other industries regulated by the Commission,
but the Commission has determined the balance
sheet approach to be the most accurate.

OPC does not believe that the FWWA or
Southern States has ‘presented persuasive
arguments against the use of the balance sheet
approach to calculating working capital, which
this Commission has repeatedly endorsed as
being the most accurate determination of a
utility's working capital needs. For these
reasons, OPC believas that if the Commission
adopts a rule on the appropriate method of
calculating working capital, the method should
be the balance sheet approach, not the 1/8th
O&M approach.
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Section (3) concerns deferred debits and
credits. The controversy over this issue
focused on the Staff's recommendation that if
the 1/8th OLM approach to working capital is
used, no deferred debits shall be included in
rate base, other than those associated with
taxes, where applicable. OPC supports the
Staff's recommendations and sets forth the
following commentary by Staff which succinctly
puts the issue into perspective.

MR. WILLIS* Commissioners, I would
like to throw something in, too. I
worked a lot on that prior docket
in which the Commission went to the
one-eighth formula on. And parties
here are mixing a lot of things and
trying to take components apart.

The industry wants to take in
deferred debits and look at just
those certain components instead of
using the one-eighth.

And I think in this case Staff is
going to have to support Ms.
Dismukes in this because the real
reason this Commission went to the
one-eighth formula was to use it as
a surrogate to the balance sheet
approach.

And Ms. Merchant is completely
correct when she says that the
balance sheet approach contains
everything including your current
assets and liabilities, but also
there are intermediate assets and
liabilities, your deferred debits
and credits. It has always been
that way, and that is the way it is
done in the other industries, too.

As far as my experience goes, the
major issues that arose in the cases
in the past came from the deferred
debits and credits. It never really
had that much of an issve on the
current assets and liabilities.

Those were always, in
interest-earning or not interest-
earning? How much should be thrown
in? But the real emphasis and the
cost went to the deferred debits and
credits. And that is one of the

- nyyy
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major reasons that the Commission
said, "We will just use the
one-eighth formula as a surrogate."
I don't think the Commission was
looking at saying one-eighth per our
definition here is current assets
and current labilities. I think
when they passed that rule or,
basically in that order, they were
saying that the one-eighth formula
is a surrogate to the entire balance
sheet approach. ([Tr. 540-41.)

For the reasons expressed by Mr. Willis,
OPC recommends that the Commission adopt the
rule as proposed by the Staff, absent adoption
of OPC's r dation ning section
(2).

Section (4) addresses the averaging
methed for establishing rate base and capital
structure. The Staff has recommended use of
the beginning and ending year average. OPC
disagrees with this recc dation b a: 1)
it is not the most accurate method to use; 2)
it deviates from the 13-month average method
used by the electric and telephene industry;
and 1) it is subject to more manipulation than
the 13-month average approach. [Tr. 156-57.)
Recognizing the concerns of the Staff
regarding the small Class C companies, OPC
agrees that the begirning and ending year
average would probably be more appropriate.
However, with respect to the Class A&B
companies, OPC believes that the 13-month
average should be used. The Staff agreed that
the 1)-month average method was more accurate.
(Tr. 165, August 12, 1993.) And, Mr. Todd,
with the FWWA agreed that the 1J-month average
method would be less likely to skev the
results higher than the beginning and ending
year average method. ([Tr. 164, August 12,
1993.]

For the reasons set forth above and as
stated during the hearings, OPC recommends
that the Commission, if it establishes a rule,
calculate rate base and capital structure
using the l3-month average approach.
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Section (5) addresses ncn-used and useful
adjustments applicable to  depreciation
expenses and property taxes. OPC supports the
Staff's recommendations on both the
depreciation expense and applicable property
taxes. As noted by OPC at the hearing held on
August 12, 1993, both of these adjustments are
a long-standing policy of the Commission.
Promulgating these rules will elimirate the
cost of litigating the issue and put to rest
the appropriate *reatment of property taxes
and depreciation associated with non-used and
useful plant. (Tr. 172-74, AMugust 12, 1993.)

The Commission should reject Southern
states' argument. Southern States asserted
that because property taxes are a current
expense they should be collected from current
ratepayers even though the related property is
not used and useful. As discussed at the
hearings, the interest expense associated with
non-used and useful plant is also a current
expense, yet it is collected from future
customers through the AFPI charge. Southern
States' argument is illogical and was rejected
in the Southern States ‘"giga case".
Accordingly, the Commission should adopt the
recommendation of the Staff and OPC.

Section (6) deals with charitable
contributions and their removal from recovery
through rates. OPC agrees with Staff's
recommendation. No party opposed this rule,
which the Commission should adopt as
recommended by the Staff.

Section (7) concerns income tax expense
for Subchapter § corporations, partnerships,
and sole proprietorships. OPC supports the
staff's recommendation that income tax expense
shall not be allowed for utilities which are
Subchapter S corporations, partnerships, and
sole proprietorships.

section (8) addresses the amortization
period for nonrecurring exp . Ing al,
OPC supports the Staff's recommendation but
would like for the Commission to consider
OPC's alternative. OPC recommended that such
expenses be amortized over a four year-period
(as opposed to five as recommended by the
staff), but at the end of four years, the
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utility's rates would be reduced to account
for the fact that the expense had been fully
recovered. This is the same mathodology the
Commission uses with rate case e .
Accordingly, while OPC does not opposa a five-
year amortization, OPC still recommends four
years, if rates are reduced at the end of four
years consistent with the reduction to ratus
for rate case expense.

Section (9) .alates to the amortization
period for abandoned projects. oPC opposes the
Staff's recommendation. OPC believes that the
cost of abandoned projects should not be
recovered from ratepayers. In the alternative,
if the Commission believes that some sharing
of the cost is appropriate, OPC recommends a
fifteen-year amortization period. [Composite
Exhibit 1, Tab 8.] The sStaff in its
recomsendation stated that "OPC's suggested
methodology has been argued in several cases
in the recent past and rejected by the
Commission.™ OPC respectfully disagrees with
this characterization. opc's recommended
methodology has been proposed in Just twe
recent cases--only one of which has beean
decided by this Commission; the other case is
undecided.

As discussed at the hearings and
presented in the Citizen's comments, a
fifteen-year amortization pericd divides the
cost of abandonment more equitably batween the
ratepayers and stockholders. A fifteen-year
amortization period will put 50% of the burden
on the stockholder and 50% on the ratepayer.
OPC believes that this equal sharing is fair
and consistent given that the utility is
compensated, its return on equity, for
this kind of risk. [Composite Exhibit 1, Tab
8.] oPC continues to support its
recommendation that the amortization period be
set at fifteen years.

Section (10) concerns land ownership.
OPC supports the Staff's recommendation as
written. OPC believes that the interests of
the customers need to be protected and that
ownership or possession of the right to
continued use of the property for a period,
like ninety-nine-years, accomplishes this
goal.
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Section (11) deals with the cost of
equity for water and wastewater utilities and
the use of the leverage graph. OPC does not
oppose the Staff's recommendation.

Section (12) concerns the capital
structure treatment of nonutility property.
OPC agrees in part and disagrees in part with
the staff's recommendation. OPC agrees with
the general philosophy of the rule as
recommended by the Staff, but disagrees with
the language useu Dy the Starff.

OPC agrees that it is the Commission's
policy to remove from the equity component of
the capital structure 100% of a utility's
investment in nonutility operations. Southern
States admitted that this is the Commission's
policy. (Tr. 310, August 12, 1993.]

In the past the Commission has endorsed
this treatment for the following reasons: 1)
it recognizes that nonutility investments will
almost always increase a utility's cost of
capital since thers are very few investments
that a utility can make that are of equal or
lower risk; 2) it praevents cost of capital
cross-subsidies; and 3) it sends a clear
signal to utilities that ratepayers will not
subsidize nonutility related costs. (Orders
23573 and 24013.)

Southern States suggests that the real
issue here is the cost of debt, not equity.
[Composite ®xhibit 1, Tab 12.) OPC disagrees.
It is generally accepted in the financial
community that the higher the business risk of
an entity the greater the common equity ratio
needed to offset this higher business risk. In
addition, it is generally accepted that the
nonregulated operations of a utility are
riskier than the regulated operations. This
leads to the logical conclusion that were it
not for the nonregqulated operations of the
utility the equity ratio would be lower.
Rather than attempt to trace funds, the
Commission has traditionally removed 100% of
the utility's investment in nonutility
operations from the equity component of the
rate base. [Tr. 208-309, August 12, 1993.]



STAFF'S COMMENTS

74k

PARTIES' COMMENTS

Southern States argued that the
commission's leverage graph is wused to
determine a utility's cost of equity for its
utility business only. [Composite Exhibit 1,
Tab 12.) While this is true, the cost of
equity is different (although related) to the
capital structure and equity ratio. By not
removing the nonutility investment from the
equity component of the capital structure the
overall rate of return allowed by the
commission will cypically be higher than if
such an adjustment were made. [Tr. 308-09,
August 12, 1993.]

Southern States asserted that the only
other issue is whether or not the cost of debt
is greater than it would be, if the company
were not involved in nonutility activities.
[Composite Exhibit 1, Tab 12.] This is true,
but really is not pertinent to OPC's proposed
rule. Accordingly, Southern States' comments
in this regard are misplaced, invalid, and
should be rejected by the Commission.

The Florida Water Works Association
suggested that OPC's proposal, if adopted, be
modified to include language that such an
adjustment would be made unless the utility
provides competent evidence to the contrary.
This is essentially the same wording used by
the Staff in its recommendation. (Composite
Exhibit 1, Tab 9.) OPC would prefer that the
rule include language that, absent
extraordinary circumstances, the utility's
investment in nonutility operations will be
removed from the equity component of the
capital structure. If the Commission adopts
the rule as proposed by Starff, it is highly
likely that the stated goal of these rule
hearings will not be met--that is, to reduce
rate case expense.

Southern States' consultant admitted
during the hearings that in its next rate
case, he would recommend to his client that it
fight this issue. He indicated that he would
recommend that Southern States not
automatically remove 100% of the nonutility
investment from the equity component of the
capital structure.
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Clearly, the parties agree that the crux
of the rule is established Commission policy.
If the Commission truly wishes to endorse the
concept of reducing rate case expense, then it
should adopt the language proposed by OPC in
Appendix A to these comments.

Section (13) deals with interest
synchronization. OPC agrees with the rule as
proposed by Sta’” and recommended by OPC. This
rule codifies current Commission policy.
[Composite Exhibit 1, Tab 8 and Tr. 326-27,
August 12, 1993.)

Section (14) concerns tax loss
carryforwards. OPC agrees in part and
disagrees in part wi the Staff's
recommendation. OPC agrees with the rule as
proposed by Staff because it codifies
Commission policy. However, OPC believes that
the Commission should expand upon this and
include language which would not allow income
tax expenses for utilities if the parent
company has sufficient tax loss carryforwards
to offset any tax liability in the future.
[Composite Exhibit 1, Tab 8.) Attachment A to
these comments sets forth OPC's recommended
rule. :

Section (15), which was not addressed by
the Staff, concerns chamber of commerce dues.
OPC recommended a rule which does not allow
utilities to recover in rates chamber of
commerce dues. This is a longstanding policy
of the Commission that has been litigated on

ous ions. OPC recommends that the
language included in Appendix A to these
comments be adopted by the Commissicn.
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OPC - Appendix A

25-30.433 (1) The Commission in every rate
case shall make a determination of the quality
of service provided by the utility. This
shall be derived from an evaluation of three
separate components of water and wastewater
utility operations: quality of utility's
product (water and wastewater); opera:ional
conditions of utility's plant and facilities;
and the utility . attempt to address customer
satisfaction. Sanitary surveys, outstanding
citations, violations and consent orders on
file with the Department of Environmental
Regulation (DER) and county health departments
(HRS) or lack thereof over the preceding 3-
year period shall also be considered. DER and
HRS officials' testimony concerning quality of
service as well as the testimony of the
tﬁ‘u“ 's customers shall be considered. In
e m [ty idoes not \m o
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its designed capacity.
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25-30.424

Staff recommends the adoption of this
rule as originally proposed with the changes
in (3)(f) and (5).

(3)(£) This section as originally proposed
is confusing and indirectly allows utilities
to raflect plant net of accumulated
depreciation enly if the accumulated
depreciation was previously recovered in
through AFPI charges. Staff believes that it
is inappropriate to reflect gross plant.
Further, if AFPI charyes had previously been
collected, then the plant would not be
subject to AFPI charges again. This would
allow a continuation of the collection of
carrying charges when the Commission had
ordered that those amounts cease in the prior
charges. Staff recommended the use of gross
instead of net plant in the comments
contained in Composite Exhibit 1 , Tab 21, at
pages 16=17.

(5) This section is merely reorganized to
remove excess words. The meaning is not
changed.

PARTIES' COMMENTS

FWWA § FCHC

25-30.434 (3)(f) sStrongly disagree with staff
position that qualifying plant be reduced by
accumulated depreciation regardless of whether
it has evar been recovered through rates. The
phrase that Staff recommends to be deleted
should remain in the rule. Until a utility
recovers its first AFPI charge it has never
had the opportunity to recover depreciation on
nonused plant. Why should it be required to
reduce the assets on which it can earn by
depreciation on p.udently invested plant that
it has never been allowed to recover? (TR 555-
562, 5/26/91). Chairman Deason queried as to
whether basing depreciation expense in AFPI on
gross rather than net qualified plant could be
used to recover depreciation expense that a
utility was entitled to recover in prior
periods but was not covered because rates were
purposely set too low (TR 563, 5/26/93). That
cannot and should not happen. It would be
retroactive ratemaking. AFPI recovers costs
associated with qualified plant, i.e., plant
which the Commission has determined was not
includable in rate base; plant that is
attributable to future customers. It does not
include  plant in service for which
depreciation expense was allowable but not
recovered. Using gross qualified plant as the
basis for AFPI depreciation expense allows
full recovery of depreciation expensa for
plant being held for future customers from
those future customers and for which no other
opportunity to recover that expanse ever
existed (TR 564, 5/26/93 and Exhibit No. 9,
Supplemental Comments of Debra Swain, 8/5/93).

NOTE: Exhibit No. 8 (Starff) and No. 9 (Swain),
both regarding AFPI, were identified and
believed to have been admitted. The
transcript indicates neither was admitted. We
request that both exhibits be admitted as
evidence.

[{This proposed rule is a reversal of the
position expressed in the Notice of
Rulemaking. It imposes an economic impact that
was not considered in the Commission's
Economic Impact Statement. The impact of this
rule should be considered.)
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55U
A statement explaining the basis for the requested
* da) / 25-30.434(2) (£) SSU disagrees with the
2 | charges and conditions. proposed rule and supports the comments and
Exhibit 9 of the Florida Water Works
3 {f) The dollar amount of the non-used and useful plant and Association'a. expare. (sEceah. 0. Swein
supporting the use of gross plant in

determining the cost of qualifying non-used
and useful assets under this rule. As Ms.
Swain explained, "when calculating AFPI, the
qualifying assets on which the utility may
earn a return should only be reduced by the
accumulation of depreciation recovered from
customers, if any. A reduction for
unrecovered depreciation would prevent a
utility from earning a return on its prudent
investment in non-used and useful plant." See
Exhibit 9, at 2.

ey
- Aa

55U also requests, in a d with Mr.
Cresse's recommendations (Tr. 567-571; 587),
that the Commission amend section (6) to
permit all unrecovered AFPI charges related to
specific plant to be included in rate base
following expiration of the accrual period
determined pursuant to Section (5). This
amendment is consistent with the principles
that investment included in AFPI was prudent
when made and that all ERCs projected in the
calculation of AFPI for specific plant rarely,
if ever, reach the level of 100t connection to
the systea.

oPC

25-30.434 OPC supports the rule as proposed b
the Staff. propes Y

25 Im) All other costs such as non-used and useful property
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expired. The utility can continue to collect the constant charge
until all ERCs proiected in the calculation have bean added.
Specific Authority: 367.121, F.S.

Law Implemented: 367.121, F.S.

History: New.
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3-30.4235

Staff recommends that the Commission
ote to withdraw the rule.

PARTIES' COMMENTS

FWWA & FCWC
25-30.435 Agree with withdrawal of rule.

(This rule proposal is the subject of a
pending rule challenge by FCWC before the
Division of Administrative Hearings (DOAH),
Department of Management Services)
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25-30.436 General Information and Instructions Required of
Class A and B Water and Wastewater 6ewer Utilities in an
Application for Rate Increase.

(1) Each applicant for a rate increase shall provide the
following general information to the Commission:

(a) The name of the applicant as it appears on the
applicant's certificate and the address of the applicant's
principal place of business;

(b) The type of business organization under which the
applicant's operations are conducted; if the applicant is a
corporation, the date of incorporation; the names and addresses of
all persons who own 5 percont % or more of the applicant's stock or
the names and addresses of the owners of the business.

(c) The number of the Commission order, if any, which
previously considered the applicant's rates for the system(s)
involved.

(d) The address within the service area where the application
is available for customeris inspection during the time the rate
application is pending.

(e) Where the utility requests rates which generate less than
a fair rate of return, it must provide a statement of assurance
that its quality of service will not suffer.

(f) An affidavit signed hy an officer of the utility that
states that the utility will comply with Rule 25-22.0407 25—
220406, F.A.C.

CODING:  Words underlined are additions; words in
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25-30.436

(2) This section was reworded at the
suggestion of Commissioner Clark at the May
hearing.

(4)(d) This change is rwm-& to allow a
deviation from the 16-copy filing requirement
for the allocated costs required in section

(4) (h).

(4) (g) The reference to Rule 25-30.432 is
deleted because adoption of that rule has
been deferred.

(4) (h) This change incorporates OPC's
proposed changes from its comments in
Composite Exhibit 1, Tab 8. Staff belleves
that this information will provide the
Commission with sufficient information at the
beginning of a proceeding in order to analyze
related party transactions and charges. For
those utilities that have such charges, this
information would be provided through
discovery regardless. Staff has recommended
that only three copies of this information be
provided with the MFRs instead of the 16
copies required otherwise. Staff does not
agree with OPC's recommendation to require
the workpapers and source decuments to be
filed as this could be very voluminous and
expensive to copy. This information may
easily be provided during discovery or audit
if a problem appears to exist after the
initial review is made. With respect to the
organizational chart, staff believes that it
is appropriate to receive the total
organizational chart, not just those entities
that have allocated costs or charges. A
situation could occur where the charge only
is allocated to a few entities, especially
the regulated ones, and should be allocated
to more entities. Without the complete
chart, staff may not be aware that any
further allocations might be appropriate.

PARTIES' COMMENTS

FWWp & FCWC

25-30.436 (4)(h)2. The materiality threshold
for itemization of allocated expenses as
expressed in the Staff proposed rules is
unclear. As written, it could be interpreted
as those expenses allocated or charged that
are “in excess of one-tenth of cne percent” of
the individual expense account, or of overall
expenses, or of gross revenues. Ms.
Merchant's testimony described it in terms of
A percentage of revenues and not expenses. (TR
213, B8/12/93)

Even if the rule is clarified to provide
a materiality threshold of cne-tenth of one
percent of gross operating revenues, it is
much too low,
. It would be unduly burdensome and
cause significant increases in rate case
expense for many companies.

More realistic materiality thresholds are
already in place in the MFRs. Itemization of
contractual services expenses less than 2% of
test year revenues is not required. (Schedule
B-9) Similarly, itemization of major
maintenance projects expense of % (or less)
of projected test year revenues is not
required. (Schedule B-11)

The materiality threshold for allocatced
expensas should be comparable to these lavels,
for purposes of the MFRs.

[This proposed rule was not included in the
Notice of Rulemaking. It imposes an economic
impact that was not considered in the
Commission's Economic Impact Statement. The
impact of this rule should be considered. Any
survey of utilities regarding ct should
include utilities with significant levels of
allocated axpenses.])

(4) (h)4. Revise to read: An
organizational chart showing the utilitv, its
parent and the relationship of the utility
with any affiliates from which it has costs

This revised language
responds to the concern expressed by Mr. Todd
of the FWWA rogcrding the problem of showing

numerous affiliates that have nothing to do
with the utility business (TR 211, B8/12/93).
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(g) A statement as—to vhether the applicant requests to have
the case processed using the proposed agency action procedure
outlined in section 367.081(8), F.S. 1389+

(2) The applicant's petition for rate relief will not be

deemed filed until the appropriate filing fee has been paid and all

(3) The applicant shall state any known deviation from the
policies, procedures and guidelines prescribed by the Commission in
relevant rules or in the company's last rate case.

(4) In the rate case application:

(a) Each schedule shall be cross-referenced to identify
related schedules as either supporting schedules endfor recap
schedules.

{b) Each page of the filing shall be consecutively numbered
on 8 1/2 x 1i=inch paper.

(e) Except for handwritten official company records, all data
in the petition, exhibits and minimum filing requirements shall be
typed.

(d) Sixteen copies ghall ere—regquired—ke be filed with the
Comaission's direetly—wikth—the Division of Records and Reporting,
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The proposed rule requiring an
organizational chart for affiliated companies
is not feasible for a wutility with a
multinational paren:. case in point - Pala
Coast Utility Corporation, a wholly owned
subsidiary of ITT Corporation, which has
several wholly owned subsidiaries with
hundreds of affiliates. For Palm Coast
Utility the cost of providing a complete
organizational chart may not be possible and
in any event wouid be extremaly costly and
time consuming.

[This proposed rule was not included in the
Notice of Rulemaking. It imposes an economic
impact that was not considered in the
Commission's Economic Impact Statement. The
impact of this rule should be considered. Any
survey of utilities regarding impact should be
directed to utilities with multi-national
parents, e.g. Palm Coast Utility cCorporation
and Sunray Utilities, Inc.]

(4) (1) 99 year lease too restrictive as
sole example. Include:

effective alternatives.

ssu

25-30.436(4) (h) SSU agrees with the rule as
proposed. As proposed now by Staff, the draft
rule balances the production of relevant
materials with the expense of providing
multiple copies as well as work papers and
other backup documentation that can be
obtained through discovery. The MFRs are
minimum filing requirements -- any further
expansion of the rule is not cost effectiie
and provides a level of information that is
inappropriate and unnecessary for the purpose
of the MFRs.

LRy 3
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except as specifically identified in
25-30.437,_25-10.439 or 25-30.440, F.A.C.

(e) Whenever the applicant proposes any corrections, upc?ates
or other changes to the originally filed data, 20 twenty—{20)
copies shall be filed with the Division of Records and Reporting

vith copies also served on all parties of record at the same time.

(f) If the capital structure contains gero or negative
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oPC

25-30.43€6 OPC supports in part and opposes in
part the Staff's recommendations concerning
this rule. Specifically, OPC supports the
Staff's proposed changes to section (4)(h),
which were recommended by OPC. [(Composite
Exhibit 1, Tab 8 and Tr. 208-210, August 12,
1993.] As OPC noted at the hearings,
affiliated transactions are typically a
critical issue in a rate proceeding. To
reguire the utility to provide this
information in the MFRs, rather than through
discovery, would improve the process, reduce
rate case expense, and allow Staff, the
Citizens, and other intervenors access to this
information in a timely and efficient manner.
[Ibid.]

Nevertheless, OPC believes that two
important parts of its original proposal have
not been included by the Staff in its
recommendation and should be included.
Specifically, sections (4)(h)4 and (4)(h)5,
originally proposed by OPC. [Composite
Exhibit 1, Tab 8.] The sections required the
utility to provide:

4. The workpapers used to develop the
allocation methed, including but not
limited to the numerator and denominator
of each allocation factor.

5. The workpapers and sourcsa documents
used to develop, where applicable, the
basis for the direct charging method.

The wutilities’' main objections to
providing this information as a part of the
MFR's was that it could be voluminous. OPC
agrees that it might be voluminous, but this
problem can easily be overcome by including
language in the rule requiring only three
copies of the vorkpapers and source documents
be provided with the MFRs. Given this easy
resolution, OPC urges the Commission to make
this information part of the MFRs.
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(5) Commission Designee. The Director of the Division of

Water and Wagtewater Sewer shall be the designee of the Commission
for purposes of determining whether the applicant has met the
minimum filing requirements imposed by this rule.

(6) Waiver of MFR Requirements. The commission may grant a
wvaiver with respect to specific data required by this rule upon a
showing that the production of the data would be impractical or

impose an ive jc burden upon the applicant. All

requests for waiver of specific portions of the minimun filing

reguirements shall be made as early as practicable.
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OPC has noted on many occasions, that a
utility's dealings with its affiliated
companies, many of which may be nonregulated,
are a critical issue to the Citizens. In cases
where such affiliations exist, it is almost
alwvays a litigated issue. Rather than placing
numerous obstacles in the Citizens path, OFC
believes this critical information should be
part of the MHFRs. OPC notes that in many
instances utilities are sensitive and less
than candid about providing 1r§fomtion
concerning affiliates to the Staff or OPC.
For this reason, the Commission should require
that the workpapers be provided as part of the
MFRs. The eight month time frame of the file
and suspend law would not begin until a
utility complies with the requirement. The
citizens believe that this is a simple
requirement of fair play which aide the
citizens in fairly evaluating the
appropriateness of affiliate relationships.

Staff notes in its comments that it "does
not agree with OPC's recommendation tn require
the workpapers and source documents to be
filed as this could be very voluminous and
expensive to copy. This information may easily
be provided during discovery or audit if a
problem appears to exist after the initial
reviev is made." Yet Staff argues, and OPC
agrees, that a complete organization chart is
needed, as: "A situation could occur where the
charge is allocated to only a few entities,
especially the regulated ones, and should be
allocated to more entities. Without the
complete chart, staff may not bc aware that
any further allocations might be appropriate.”
OPC believes, that without the workpapers,
Staff will still not know if such an
allocation was or should be pade. The
iptomtion requested in parts 1, 2, 3, 4, and
5° will not provide the tools necessary to
determine to whom any costs are allocated

! The Commission was mnate aware of
this "sensitivity” in the Southern
pell case Docket No. 920260-TL on
affiliated transactions issues
dealing with the NARUC audit. These
same types of problems occur in the
water and wastewater industry.

?  parts 4 and 5§ n the Staff
recommendation were previously parts
6 and 7 of OPC's recommendation and
should not be confused with parts 4
and 5 addressed above.
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Specific Authority: 2367.121, P.S.
Law Implemented: 2367.081, F.S.

History: MNew 11/9/86, Amended 6/25/90,
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other than to the utility itself. Thus, if the
Staff wishes to determine vhether allocations
are appropriate, Staff must, at a minimum,
obtain the workpapers which support the
allocation factors.

For these reasons OPC renews its request
to include in the final rules sections (4) (h)4
and (4)(h)S, as originally proposed.
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25-30.437 Financial, Rate and Engineering Information
Required of Class A and B Water and Wastewater Sewer Utilities in
an Application for Rate Increase.

Each applicant for a rate increase shall provide the
information roq‘u.i.rcd-br Commission Form PSC/WAS 17 (6/90), entitled
"Financial, Rate and Engineering Minimum Filing Requirements -
Class A and B Utilities" which is incorporated into this rule by
reference. The form may be obtained from the Director, Division of
Water and Hpgtewater Sewer, Florida Public Service Commission, 101
E. Gaines Street, Tallahassee, Florida 32399-08506873. In
compiling the required schedules, additional instructions are set
forth below:

(1) Each section of this form shall be indexed and tabbed,
including a table of contents listing the page numbers of each
schedule.

(2) If information requested in the form described above is
not applicable to the applicant, so state and provide an
explanation of the specific schedule.

(3) If a projected test year is used, provide a complete set
of the Commission Form PSC/WAS 17 (6/90), entitled "Financial, Rate
and Engineering Minimum Filing Requirements - Class A and B
Utilities" (as described above) which require a designation of
historical or projected information. Such schedules shall be
submitted for the historical base year, and any year subsequent to
the base year and prior to the projected test year, in addition to

CODING: Words underlined are additions; words in
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25-30.437

Staff recommends the Commission adopt
all sections of this rule as originally
proposed.

PARTIES' COMMENTS

ssu

25-30.437(6) SSU agrees with the rule as
proposed. Racognition that systems already
combined in a uniform rate shall be considered
as a single system when submitting the MFR
schedules outlined in the rule is consistent
with Commission policy and practice and
nermits such systems to achieve the economies
and cost savings which flow from uniform
rates. Such filing reguirements also ref’ect
the reality that utilities with uniform rates
operate with one combined rate base, capital
structure, etc. At the same time, no harm is
sustained by Public Counsel or other
interested parties since back-up data
supporting used and useful percentages for
each system must also be submitted in the
initial filing and further information is
available through discovery.

oPC

25-30.437 OPC opposes the Staff's
rece dation rning section (6) which
deals with the MFR requirements for utilities
with uniform rates. The second sentence of
this proposed rule reads: "Those systems
already combined in a uniform rate shall be
considered as a single system when submitting
the required information." OPC as well as
Southern States interpreted this to mean that
in the next Southern States rate case,
Southern States will file as a single system
with one rate base and one income statement.

This sentence drew considerable debate
between OPC, the Staff, Southern States, and
the Commissioners at the August 12, 1993
hearings. [Tr. 227-244.) OPC raised the
question of whether or not this provision
would mean that in the next Southern States
case, Southern States would file as one
system, as opposed to 127 different systems.
At first, the Staff indicated that Southern
States would have to file as 127 different
systems in its next rate case. [Tr. 227.]
Later Staff reversed itself and agreed with
OPC that this sentence meant that Southern
States would not file as individual systems in
its next rate case, but as one system. (Tr.

' 234-236.) What ensued was a debate about
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the projected fest year. If no designation is shown on a schedule,

submit that schedule for the test year only. In lieu of providing

test—year—is—used,—Sehedule—5—i3—willnot-be—requiredr A schedule

sghall sheuld also be included which describes in detail all methods
and bases of projection, explaining the justification for each
method or basis employed. If an historical test vear is used.
Schedule E-13 is not required.

(4) only two 2 copies of Schedule E-14, entitled Billing
Analysis Schedules, shall ba filed with the application. Each copy
shall be submitted in a separate binder from the other required
information.

(5) If a petition for interim rates if filed, a utility shall
demonstrate that it is earning outside the range of reasonableness
on rate of return calculated in accordance with gection €hapter
367.082(5), Florida Statutes. In deoing such, the utility shall
submit schedules of rate base, cost of capital and net operating
income on an historical basis, with schedules of all adjustments
thereto, consistent with Commission Form PSC/WAS 17 (6/90),
(described above).

16) If a utility is requesting upiform rates for anvy systems
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whether or not this provision should be
included in the rules. At different peints in
time both Commissioners Clark and Lauredo and
the Staff agreed with OPC that the rule should
be deleted or reworded, such that Southern
States would have to file individual systems
in its next rate case regardless of whether or
not it was granted uniform rates. [Tr. 229-
232, 238 and 242, August 12, 1993.])

Commissioner Iauredo svmmed up the issue
at one point in t»~ hearings:

COMMISSIONER LAUREDO: Well, let me
explain to you, 1 think you hit it
right on the head. I think we
should debate it. I think if it is
an issue of controversy within the
public policy and it has never come
up before the full Commission -- and
we will have one or two new
Commissioners -- I am from what I
call the incremental school of
negotiation: Let's get ocut of the
way that which we can agree on; and
that which we can't agree on, let's
take out.

I think this inclusion creates more
problems than it solves. It's a
situation where a lot of us still
don't understand your point of view
versus his point of view, we haven't
had the ability or the opportunity
to debate it, and I think it's
prudent to leave it out. [Tr. 242,
August 12, 1993.)

OPC agrees with Commissioner Lauredo that
section (6) should be deleted from the rules.
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23| Specific Authority: 367.121, F.S.
24 | Law Implemented: 1367.081, F.S.
25| History: New 6/10/75, Amended 10/16/77, 3/26/81, Transferred from
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25-10.176 and Amended 11/9/86, Amended 6/25/90, .
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chapge is to the service rates.
specific Authority: 367.121,F.S.

Lav Implemented: 367.081, F.S.

History: New.
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25-30.43835

All participants agreed at the hearing
that the rule as proposed is not
controversial and should be adopted. The
Commission directed staff to present it for
adoption as proposed.

PARTIES'
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25=30.441

No comments were submitted on this rule
and sta’f recommends the Commission repeal it
as originally proposed and adopt Rule 25-
30.4415 to replace it.
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Specific Authority: 3167.121, F.S.
Law Implemented: 2167.081, F.S.

History: New
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25-20.4415

No comments were submitted on this rule
and staff recommends the Commission adopt it
as originally proposed.
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25-30.443 Minimsum Filing Requirements for Class C Water and
Wastewater Sewer Utilities.

(1) A class C Utility seeking a rate increase shall submit an
application which contains the information required by Ruleg
25-30.436; 25-30.440; 25-30,4385: 25-30,4415 25-30-443; and
25-30.442.

(2) Each Class C Utility seeking a rate increase shall also
provide the information required by Commission Form PSC/WAS 18
(6/90), entitled "Financial, Rate and Engineering Minisum Filing
Requirements - Class C Utilities" which is incorporated into this
rule by reference. The form may be obtained from the Director,
Division of Water and Hastevater Sewer, Florida Public Service
Ccommission, 101 E. Gaines Street, Tallahassee, Florida
32399-08500873. In compiling the required schedules, additional
instructions are set forth below:

(a) Each section of this form shall be indexed and tabbed,
including a table of contents listing the page numbers of each
schedule.

(b) If information requested in the form described above is
not applicable to the applicant, so state and provide an
explanation on the specific schedule.

{e) 1If a projected test year is used, provide a complete set
of the Commission Form PSC/WAS :SI(SIBOJ, entitled "Financial, Rate
and Engineering Minimum Filing Requirements - Class C Utilities"
(as described above) which require a designation of historical or
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25-30.442

No comments were submitted on this rule
and staff recommends the Commission adopt it
as originally proposed with staff's change to
(2) (¢) (Composite Exhibit 1, Tab 18, pages 21
- 22). This change makes the Class C MFR
instructiors consistent with those for the
Class A&B HFRs.
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projected information. Such schedules shall be submitted for the
historical base year,and any projected ysar subsequent to the base
year and prior to the projected test year, in addition to the
projected year. If no designation is shown on a schedule, submit

that schedule for the test year only.

If a historical test year is

used, Schedule E-5 will not be required. A schedule ghall snouid
also be included which describes in detail all methods and bases of
projection, explaining the justification for each method or basis
employed.

(d) oOnly fwo 2 copies of Schedule E-6, entitled Billing
Analysis Schedules shall be filed with the application. Each copy
shall be submitted in a separate binder from the other required
information.

{e) In designing rates. the base facility and usage charge
rate structure shall be utilized for metered service.

{3) NHithip 60 dovs after the issuance of a final order
entered in response to an application for increased rates. or. if
applicable, within 60 days after the issuance of an order entered
in response to o motion for reconsideration of such final order.
each utility shall submit o breakdown of actual rate case expense
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Specific Authority: 367.121, F.S.
Law Implemented: 367.081, F.S.
History: New 6/25/90, Amended _ _ .

CODING: Words underlined are additions; words in
type are deletions from existing law.

STAFF'S COMMENTS

PARTIES'

COMMENTS

I



~ o Wn

e @

10
11
12
13
14
15
16
17
pe-]
19
20
21
22
23
24
25

25-30.455 Staff Assistance in Rate Cases.

(1) ¥ater and wastewater ubtilities whose with total gross
annual operating revenues ara of $150,000 or less for water eech
service or $150,000 or less for wagtevater service, provided or
$300,000 or less wvhere—the services—are—combined on a combined
basis, may petition the Commission for staff assistance in rate
£ilings applications by submitting a completed staff assisted rate
casa application. In accordance with section 267.0824(4). F.S.. 2
utility that requests staff assistance waives its right to protest
by agreeing to accept the final rates and charges approved by the
Comnission unless the final rates and charges would produce less

Bule 25-30.443, F.A.C.

(2) Upon request, the Division of Water and Wagtewater Gewes
shall provide the potential applicant with the appropriate
application form, Commission Form +{PSC/WAS 2 (Rev. 11/86).
“Application for Staff Assisted Rate Case".} which is 1"'“""?""“—"1
by reference in this rule, and a copy of Bule 25-30.455., F.A.C..
governing staff assisted rate cases. The form may be obtained from
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STAFF'S COMMENTS

25-30.453

At the August hearing, the Commission
directed staff to present the rule for
adoption as proposed with changes to (6),
(10) and (13).

PARTIES' COMMENTS

FWWA & FCWC

25-30.455 (6) Add to the end of the sentence,
This is a minor
clarification. As proposed, the wording
intimates that staff assistance would be
forthcoming regardless of whether the
application was accepted or denied.

oPC

25-30.455 The Citizens disagree with the rule
as proposed i.asmuch as it appears to
eliminate a small utility system owned by a
large, multi-utility systam company that is
not on uniform rates. Section (1) should
rovide that "water and wastewater utility

whose ®otet gross annual operating
revenues are $150,000 or less for wvater . .
-" may request 5taff assistance pursuant to
this rule.

The ratepayers, who currently must pay
all rate case expense, should enjoy some of
the benefits of this option. They should not
be excluded simply because the small utility
system that services them happens to ba owned

by a Utilities, Inc., or a Florida Cities
Water Company.
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the Commission's Division of Water and Wastewater GSewer, 101 East
Gaines Street, Tallahassee, Florida 32399-08508453.

{3) Upon completion of the form, the petitioner may return it
to the Director of Records and Reporting, Florida Public Service
Commission, 101 East Gaines Street, Tallahassee, Florida
32199-08706353.

(4) Upon receipt of a completed application, the Director gf
Becords and Reporting shall acknowledge its eweh receipt, assign a
docket nunber for identification, and shall forward the application
to a committee comprised of ona member each of the Commission's
Divisiong of Water and MWastewater Gewer, Auditing and Financial
Analysis, and Legal Services.

(5) Within 30 days of recaeipt of the completed application,
the committee shall evaluate the application and determine the
petitioner's eligibility for staff assistance.

(a) If the Commission has received four or more applications
in the previous 30 thirky—{36) days; or, if the Commission has 20
twenty—{29+ or more docketed p6taff pghssisted rRate ceases in
active status on the date the application is received, the
Commission shall deny initial evaluation of an application for
staff assistance and close the docket. When an application is
denied under the provisions of this subsection, the applicant shal._l.
be notified of the date on which the application may be
resubmitted.

(b} Initially, determinations of eligibility may be
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conditional, pending an actual examination of the condition of
petitioner's books and records. After an initial detcninatlon of
eligibility, the Division of Auditing and Financial Analysis
committee shall examine the books and records of the utility bafore
making a final determination of eligibility.

(c) All :recommendations of jipmemeligibility shall be in
writing and shall gstate the dindicete deficiencies in the
application with reference to guidelines set out in subsection (8)

of this rule or with reference to subsection (11) of this rule.

(6) Upon reaching a decision to officially accept g
application, the BITSCEDT ofrths Division of Water and Wastewater
Sewer shall notify the petitioner by letter and initiate staff

assistance. Fpenoe noFardeny SEhey

(7) The official date of filing will be 30 days after the

date of the Jetter notifving the applicant of the official

acceptance of the application by the Commission.

(8) In arriving at a recommendation whether to grant or deny
the petition, the following shall be considered:

{a) Whether the petitioner qualifies for staff assistance
pursuant to subsection (1) of this rule;

(b) Whether the petitioner's books and records are organized
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consistent with Rule 25-30.110, F.A.C., so as to allow commission
personnel to verify costs and other relevant factors within the
Jo-day time frame set out in this rule;

(c) Whether the petitioner has filed annual reports;

(d) Whether the petitioner has paid applicable requlatory
assessment fees;

(e) Whether the petitioner has at least ] eone year's actual
experience in utility operation;

(f) Whether the petitioner has filed additional relevant
information in support of eligibility, together with reasons why
the information should be considered;

(g) Whether the patitioner has complied in a timely manner
with all Commission decisions and requests affecting water and
wastewater utilities for 2—ewe years prior to the filing of the
application under review;

(h) Whether the utility has applied for a staff assisted rate
case within the 2-—two year period prior to the receipt of the
application under review.

(9) The Commission will deny the application if a utility
does not remit the feer as provided by section 367.145, Florida
Statutes, and Rule 230.020(2)(f). F.A.C.. within 30 days after
official acceptance.

(10) An aggrieved petitioner may request reconsideration which
shall be decided by the j

(11) A petitioner may request a waiver of any of the
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guidelines set out in subsection (8) of this rule.
{12) A substaptially affected person may file a petition to
protest the Commission's prcponed agency action in a staff assisted
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this case. an exawple of an exhibit filed in another case, and
examples of prehearing statements and briefs filed in other casas.
Specific Authority: 2367.121, 120.54, F.S.

Law Implemented 367.0814, 120.53, F.S.

History: New 12/8/80, Transferred from 25-10.180 and Amended

11/9/86, 8/26/91, s
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25-30.45¢

At the August hearing, the Commission
directed staff to present the rule for
adoption as proposed with changes to (6),
(10) and (1B).

PARTIES' COMMENTS

FWWA § FCWC

25-30.456 (6) Add to the end of the sentence,
This is a minor
clarification. As propos:d, the wording
intimates that staff assistance would be
forthcoming regardless of whether the
application was accepted or denied.

oPC

25-30.456 OPC oppuses section (12) of this
propesed rule, which deals with the method of
determining the rate increase in an
alternative rate setting enviromment. OPC is
hot opposed to an alternative rate setting
process for Class C utilities. OPC, however,
at this time, opposes the implementation of a
rule which is untested. The methodology
proposed in this rule, has not adequately been
taested to determine if it would even yield
reasonable results. Furthermore, the rule does
not state exactly what comparison will be made
to determine the re requi , or if it
will be up to the individual Staff member
reviewing the case.

In order for such a rule tc be adopted by
the commission, much additional analysis of
the proposed methodolegy and the results of
the rule should be tested. For this reason,
OPC believes that this proposed rule should be
stricken in its entirety and the mechanics of
the alternative determined separately from the

" revamp of the water and wastewater rules.

The Staff is critical of OPC's assessment
of the proposed rule and indicates in
testimony that OPC's untested criticism is a
bit of a paradox. [Composite Exhibit 1, Tab
15.] OPC believes however that any proposal
could be tested based upon a random selection
of past staff assisted rate cases. The Staff
and other parties to this rule proceeding
could see the results of alternative ratics or
tests and see how they might compare to what
was actually allowed. If the ratio or test
used is constantly higher than what was
allowed, then it would obviously need to be
fine tuned. However, under the rule &s
proposed, this fine tuning process will
apparently take place on some kind of an
experimental basis. OPC is aware that the
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Staff did a brief analysis ol a proposal on
eight wvater and wvastewater companies. [Exhibit
11.) However, OPC does not believe this is a
sufficient analysis, nor does OPC know if the
method set forth in Exhibit 11, will be the
method used by the Staff in its alternative
rate setting process.

Furthermore, the proposal suggested by
the Starff, i.e. a ratio of expenses or
recovery of expens-~, could easily lend itself
to manipulation. Clearly, if the utility were
to be granted revenues equal to 100% of its
expenses, there would be no incentive for the
utility to hold down expenses. Instead there
would be an incentive to inflate expenses
during the test year, obtain the rate
increase, and then cut expenses. OPC s ests
that a formula that is too simplified, without
any checks for reasonableness, has the
potential for abuse and unreasonable results.

OPC believes that this proposed rule
should be stricken and that the mechanics of
an alternative rate setting process should be
considered separately.
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mmmwmmamn this rule.
112) The commission shall, for the purposes of determining the
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Specific Authority: 367.121, 120.54, F.S.
Law Implemented 367.0814, 120.53, F.S.
History: New 12/8/80, Transferred from 25-10.180 and Amended

11/9/86, 8/26/91, .
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25-30.460

All participants agreed at the hearing
that the rule as proposed is not
controversial and should be adopted. The
Commission directed staff to presant it for
adoption as proposed.
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Specific Authority: 367.121, F.S.
Lav Implemented: 367.121, F.S.

History: New.
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Specific Authority: 2367.121, F.S.

Law Implemented: 367.121, F.S.

History: New.
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25=30,465

Staff recommends the Commission adopt
the rule as originally proposed with staff's
recommended change to one-twelfth the base
facility charge which is contained in Exhibit
BBEM-1 (part of Composite Exhibit 1, Tab 20).
The current method of determining private
fire protection rates using one-third the
base lacility charge of comparable size
meters is based on an evaluation of potential
demand, not on cost of service. The
recommended rule continues the deuand
approach by using ISO requirements for fire
flow demand. This results in a charge that
staff believes is more commensurate with the
insurance savings that businesses may receive
by installing sprinkler systems, but still
provides the utility a contribution towards
the maintenance of capacity over and above
their peak hour consumptive needs.

PARTIES' COMMENTS

FWWA § FCWC

25-30.465 Strongly disagree with Starf
reducing rate from 1/3 to 1/12th of BFC. The
Staff change is allegedly based on IS0
requirements for fire flow demand. But ‘the
record shows (TR 118, 5/24/93) that only 30%
of the costs recovered in the typical BFC
charge are demand related. Therefore, even if
the demand cost 2''ocation for private fire
protection were set at zero, the Commission
would still be justified in charging 70% of
the standard BFC for private fire protection
service cust s. The prop 1 to red the
charge for private fire protection te 1/12th
BFC, by rule and without the benefit of a
study and without knowing what the cost is,
may result in shifting some unknown cost onto
the residential customer (TR 131, 5/24/93).
The implication that having many private
sprinkler systems will result in a reduction
in the fire fighting capacity requirements of
the total system is incorrect. The capacity
built into the system is to fight one fire, so
as long as there is a demand for public fire
protection, the capacity requirements of the
system are not reduced. (TR 135,139, 5/24/93)
(This proposed rule is a revision of the
position expressed in the Notice of
Rulemaking. It imposes an economic impact that
was not considered in the Commission's
Economic Impact Statement. The impact of this
rule should be considered.)

§sU

25-30.465 SS5U does not oppose the rule as
proposed. S5U believes that when setting
rates, the Commission, as well as other state
and federal regulators, should be mindful of
the effects of regulation and rates on the
public health, safety and welfare. For
instance, with regard to private fire
protection rates, Southern States believes
that if fire-fighting experts support the
increased use of private fire protection
devices and the use of such devices protect
the health and safety of 55U's customers and
their property, then these facts should be
factored into the Commission's rulemaking
decision. If the need for more private fire
protection is great and their effectiveness in
protecting customers is proven, &5SU agrees
that the private fire protection rate could be
set prospectively so as to encourage the
installation of private fire protection
equipment.
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Specific Authority: 1367.121, F.S.
Law Implemented: 367.121, F.S.

History: New.
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25-30.479

All participants agreed at tha hearing
that the rule as proposed is not
controversial and should be adopted. The
Commission directed staff to present it for
adoption as proposed.

PARTIES'
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25=30.475

The Commission directed staff to present
this rule as proposed.

PARTIES' COMMENTS

S5U

25-30.475 SSU agrees with the proposed rule
permitting pro-rated billing. Publiec
Counsel's concern that pro-rated billing
causes customer confusion is without merit as
confirmed by Staff at the hearing.

OPC

25-30.475 OPC opposes only section (1)(b) of
this proposed rule. This section deals with
how rates will be determined if the effective
date of the new rate falls within a regular
billing cycle. Essentially the proposed rule
would allow utilities to prorate their bills.
In other words, if the new rates are effective
on the 15th of the month, and the utility's
billing cycle is the 1st through the 30th, the
utility would bill half the month at the old
rate and half the month at the new rate. In
the following month the utility would bill the
entire month at the new rate.

OPC is opposed to the proration provision
of this proposed rule simply because it will
create customer confusion. A customer during a
period of less than a year, could easily see
his/her rate changed three times: once for the
interim rate increase, once for the prorate
period, and then again for fina) ratec. OPC
does not believe that it is good public policy
to create customer confusion. In additien, OPC
would note that prorations do not occur in the
electric or telephone industry. For these
reasons, OPC recommends that section (1) (b) be
deleted.
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Specific Authority: 267.121, F.S.

Lav Implemented: 3167.121, F.S.

History: New.
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25-30.515 Definitions. When used in this part or in service
availability policies or in service avallability contracts or
agreements, the following terms have the following meanings:

(1) Active Connection means a connection to the utility's
system at the point 6! delivery of service, whether or not service
is currently being provided.

(2) Customer Connection Charge means any payment made to the
utility for the cost of Installing a connection from the utility's
water or wastewater sewer lines, including but not limited to the
cost of piping and the meter installation fee.

(3) Contribution-in-aid-of-construction (CIAC) means any
amount or item of money, services, or property received by a
utility, from any person or governmental agency, any portion of
which is provided at no cost to the utility, which represents an
addition or transfer to the capital of the utility, and which is
utilized to offset the acquisition, improvement, or construction
costs of the utility's property, facilities, or equipment used to
provide utility services to the public. The term includes, but is
net limited to, system capacity charges, main extension charges and
customer connection charges.

(4) contributor means a parson, builder, developer or other
entity who makes a contribution-in-aid-of-construction.

(5) Customer Installation means all the facilities on the
customer's side of the point of delivery.

(6) Developer's Agreement means a written agreement setting

CODING: Words underlined are additions; words in
type are deletions from existing law.

- 113 -

STAFF'S COMMENTS

23=30.513

Staff recommends the Commission adopt
the rule as proposed. Major revisions to the
Definition section will be addressed in the
Phase II rules proceeding.

PARTIES' COMMENTS

FWWA & FCWC

25-30.515 Comments will be carried over to
Phase II of the rules proceeding.
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forth in detail the terms and conditions under which a utility will
render service to a developer's property.

(7) Economic Feasibility means a test by which the operating
income of a utility to be earned from prospective customers within
the area to be served by a proposed extension of facilities is
divided by the investment in such facilities to determine if the
utility will earn a fair return on its investment in the proposed
extension.

(8) Equivalent Residential Connection (ERC) means

(a) 350 gallons per day;

(b) The number of gallons a utility demonstrates is the
average daily flow for a single residential unit; or

(c) The number of gallons which has been approved by the
Department of Environmental Regulation for a single residential

unit.
(9) Guaranteed Revenue Charge agreement means a—written
agr r—lrp—which—anappii e to-pay a charge designed to

cover the utility's costs including, but not limited to the cost of
operation, maintenance, depreciation, and any taxes, and to provide
a reasonable return to the utility; for facilities ehat—are-subject
to—the—agreenent, a portion of which may not be used and useful to
the utility or its existing customers. gummum
designed to help the utility recover a portion of its cost from the
time capacitv is reserved until a customer begins to pay monthly
service rates.
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(10) Hydraulic Share means the pro rata share of the
capabilities of the utility's facilities to be made available for
service to the contributor. The pro rate share is multiplied by
the unit cost (per gallon) of providing the facilities to determine
the proportional share of the cost thereof to be borne by the
contributer.

{11) Inspection Fee means either the actual or the average
cost to the utility of inspecting, or having inspected, the
facilities constructed by a contributer or by an independent
contractor for connection to the facilities of the utility.

(12) Main Extension Charge means a charge made by the utility
for the purpose of covering all or part of the utility's capital
costs in extending its off-site water or sewer facilities to
provide service to specified property. The charge is determined on
the "hydraulic share® basis or other acceptable method reasonably
related to the cost of providing tha service.

(13) Meter Installation Fee means the amount authorized by the
Commission which is designed to recover the cost of installing the
water measuring device at the point of delivery including materials
and labor required.

(14) off-sSite Facilities means either the water transmission
mains and facilities or the sewage collection trunk mains and
facilities, or the sewage collection trunk mains and facilities,
including, but not limited to, manholes, sewage force mains and
sewage pumping stations, the purpose of which is either to provide
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water service to properties within the service territory of the
service utility or to collect sewage received from properties
within the territory.

(15) On-Site Facilities means the portion of the water
distribution system or the sewage collection and treatment systea
that has been, or is to be, located wholly within the property to
which service is to be extended. If off-site facilities cross the
property of the customer via an easement, the on-site facilities
shall mean the water distribution system or the sewage collection
system that is located on the customer's property, exclusive of the
off-site facilities.

(16) Refundable Advance means money paid or property
transferred to a utility by the applicant for the installation of
facilities which may not be used and useful for a period of time.
The advance is made so that the proposed extension may be rendered
economically feasible. The advance is returned to the applicant
over a specified period of time in accordance with a written
agreement as additional users connect to the system.

(17) Service Availability Policy means the section of the
utility's tariff which sets forth a uniform method of determining
the system capacity charge or other charges to be paid and
conditions to be met, by applicants for service in order to obtain
vater or sever service.

(18) Special Service Availability Contract means an agreement

for charges for the extension of service which is not provided for
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in the utility's service availability policy.

(19) System Capacity Charge means tha charge made by a utility
for each new connection to the system which charge is designed to
defray a portion of the cost of the utility systenm.

(20) Treatment Facilities means the facilities used for the
production and treatment of water or for the treatment and disposal
of sewage.

£21) Plant capacity Charce weans a charge made by the utility
for the purpose of covering all or part of the utilitv's capital
costs in construction or expansion of treatment facilities.
Specific Authority: 367.121(1), 367.101, F.S.

Law Implemented: 367.101, F.S.

History: MNew 6/14/83.
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25-30.565 Application for Approval of a New or Revised
Service Availability Policy or Modificetiomof-Gervice—hAvailabiliey
Charges.

(1) Each application for a service availability policy or
charges shall be filed in original and 12 35 copies.

fiiec—a—weitton roquest—or vho-hasreeceived a-written estimate for
service—within—thepast—i2-—wenthor
{3) A filing fee a5 reguired in Rule 25-30.020 shall be
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(4) Each application shall include the following, irf
applicable:

(a) A statement describing 4ndieeting how the notice
provisions have been complied with, including a copy of the actual
notice(s).

(b} The name of the applicant, the applicant's principal

place of business and each local office from which company
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operations are conducted. The applicant's name shall be as it
appears on the certificate issued by the Commission if one has been
issued.

(c) The number of the Commission order, if any, which
previously considered the charges or service availability policy
for the system involved.

(d) A statement explaining the basis for the requested
changes in charges and conditions.

(e) A schedule showing the original cost of any existing
treatment plants, the water transmission and distribution system,
and the sewage collection system, by Uniform Svstem of Accounting
NrArRrdr8r account numbers as required by Rule 25-30.115, F.A.C.,
and the related capacity of each system as of 90 days prior to
application.

(f) A detailed statement of accumulated depreciation for the
plant listed in (e) above as of 90 days prior to application,

(g) A schedule showing the number of active customers on line
90 days prior to the time of application by meter size, by customer
class, and the related equivalent residential connections (ERC) as
defined in Rule 25-30.515(8). Describe the method by which an ERC
is defined.

(h) A detailed statement defining the capacity of the
treatment facilities in terms of ERCs as used in developing the
proposed service availability charges.

() A detailed statement defining the capacity of the
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distribution or collection system in terms of ERCs as used in
developing the proposed service availability charges.

(i) Provide a list of outstanding developer agreements.

(k) For each developer agreement gtate imdieate whether the
agreement is designed to result in contributed property, other than
the approved system capacity charge, within the next 24 months; an
estimate of the value of the contributed property to be added to
the utility's books; and a description of the property.

(1) A schedule showing total collections of contributions-in-
aid-of-construction (CIAC) as of 90 days prier to the date of

application. Detail any prepaid CIAC by amount, the related
reserved ERCs, and the anticipated connection date. Reference any
appropriate developer agreements.

(m) A detailed statement of accumulated amortization of CIAC
as listed in (1) above as of 90 days prior to application.

(n) Copies of approvals or permits for construction and
operation of treatment facilities.

(0) A detailed statement by a registered professional
engineer showing the cost, by Uniform Svstem of Accounting
NvdrRrbr@r account numbers, and capacity of proposed plant
expansion, and a timetable showing projected construction time.

(P) A detailed statement by a registered professicnal
engineer showing how the proposed construction will affect the
capacity of the existing systems.

(@) If the expansion or plant upgrading is being undertaken
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to comply with the mandates of local, state or federal regulatory
authorities, copies of the order(s) or correspondence directing the
expansion or upgrading.

(r) A schedule showing the projected growth rate for
utilization of the existing plant and line capacity and future
plant and line capacity.

(s) A summary schedule of how the proposed service
availability charge was calculated.

(€) A schedule showing, by meter size, the cost of meters,
connecting fittings, meter boxes or enclosures and also showing
sufficient data on labor and any other applicable costs to allow
the determination of an average cost for meter installation by
type.

(u) A statement of the existing and proposed on-site and
off-site main installation charges or policy.

(v) The company's present capital structure, including the
Cost of debt in the present capitalization. The availability and
cost of other sources of financing the proposed expansion or
upgrading of the system also shall be given.

{¥) An original and three copjes of the proposed tariff
sheets.

(5) Upon filing of the application and supporting exhibits,
the utility shall place copies thereof at its local office of the
utility serving the area affaected by the charges and conditions,
and such copies shall be made available for public inspection.
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(6) Each utility shall demonstrate the appropristeness of
Justify the requested service availability charges and cond‘itionl‘

by-competent—aubstantinl—evidencer
specific Authority: 367.121(1), 367.101, F.S.

Lav Implemented: 367.101, F.S.

History: New 6/14/83, Amended 11/9/86,
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