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Ms Blanca S. Bayo, Direc1or 
Division of Records and Reponing 
Florida Public SeTVice Commission 
2S40 Shumard Oak Boulevard 

llANO DELIVERY ~ 
~[TI <-c: 

Beuy Easley Conference Center. Room 110 

Tallahll55«, Florida 32399-0SSO 

Rc:: Docket No. 980006-WS 

Dear Ms. Bayo· 
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Enclosed herewith for filing in the above-referenced docket on bc:h.lf of Florida Water 
Services Corpora1ion ("Florida Water") arc: the original and ftftc:c:n copies of Florida Water 's 
Petition on Proposed Agency Action and Request for Formal AdminiJirative Hearing 

Please acknowledge receipt of these docume01s by stamping the extra copy of this leuer 
"filed" and returning the same to me. 

Thanlc you for your assistance with this filing 
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In rc: AMual reestabHshment of ) 
authori.zed range of returns on ) Docket No. 980006-WS 
common equity for WilleT and ) 
wnstCWIItCT utilities, pUITSuant tO ) Filed: July 23, 1998 
367.081(4)(1), F.S. ) 

FLORIDA WATER SERVIC£.Q CORPORA TJON'S 
PETITION ON PROPOSED AGr.NCY ACTION AND 

REQUEST FOR FORMAL ADMIN.!SIRATIYE HEARING 

Florida Water Services Corporation ("Florida Water"). purswmt to Sections 120.569 ll!ld 

120.57(1 ). Florida Statutes (1997) and Rule 28·1 06.201. Florida Administrative Code. hereby Iiles 

this petition protesting the Florida Public Service Commission's ("Commission") l'roposcd Agency 

Action Order No. PSC-98.()9()3-FOF· WS ("PAA Order") and reque.sting a formal administrative 

hearing. In support of its petition. Florida W:uer suues: 

I. The name, odd~s and telephone number of the petitioner is: 

florida Water Ser\'ices Corporation 
1000 Color Place 
Apopka. Florida 32703 
(407) 880-0058 (telephone) 
(407) 880..1395 (telccopicr) 

2. All notices. pleadings, correspondence. staff rccommcndatio111s and orders should be 

provided to the following on behalf of Florida Water: 

Brian P. Armstrong 
Vice President llU1d Oenernl Counsel 
MDUhew J. Pcil. Esq. 
Florida Water Services Corporation 
I 000 Color Place 
Apopka. Florida 32703 
(407) 880..005& (telephone) 
( 407) 880-1395 (telccopier) 

ll'enneth A. lloffman. Esq. 
John R. Ellis. Esq. 
Rullcdgc, Eccnia. Underwood. (>urnc:IJ 

& HolTman. P.A. 
P. 0 . Box 551 
Tallohasscc. Fl. 32302 
(850) 681-6 788 (telephone) 
(850) 681-65 I :S (telccopier) 

OOCUt'( ~T ~l'"' OER· OATE 
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Order. 

3. The IUII1lC and address of the llffectcd agency is : 

Florida Public Service Commission 
2.540 SbWDArd Oak Boulcvnrd 
Tallahassee, Florida 32399~850 

4. On or about July 8, 1998, counsel for Florida Water received o copy of the PAA 

5. Florida WBicr provides service to rtY'n: than I 00 wBicr and wastewater service llmlS 

pursuant to rB1eS and charges established by the Commission. The PAA Order utili1.cs ccnain datu, 

analyses and assumptions to derive a proposed updnted leverage fonnula providing a range of returns 

on equity to be appl.icd by the Commission in establi.shing rntes for "''liter and wastewater utilities 

subject to the jurisdiction of the Commission. including Florida Water. Accordingly. Florida 

Water's substantial interests will be llffec:ted by the methodology employed and results derived by 

the Commission in c:stabliJhing an updated leverage: fonnula range of returns on equity. 

6. Disputed issues of material fnct include. but nrc not limited to: 

a. Whether the range of returns on equity from 8.57% to 9.85% rellcctL'<l in the I'AA 

Order is reasonable in light oflbe business, financial and regulatory risks currently fuccd by \Yilter 

and wastewater utilities regulated by the Commission, including Florida Wutcr? 

b. Whether the methodology, analyses ond IISSUmptions currently util i7£d by the 

Commission to establish the levcrnge fonnula range of returns on equity rulequot.cly reflect the 

business, financial and regulatory risks faced by \VOter n.ld \VOStcwntcr utilit ies regulated by the 

Commission? 

c. Whether It is approprilllc to CSlBbl ish the )c\•erngc fonnuln mn11c uf returns on equity 

by nvcrnging the results of two discoWltcd cash flow ("DC!-~) analyses. o risk premium nnalysis, nnd 
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a capital asset pricing model ("CAPM") nnalysis? 

d. Whether the weights assigned by the Commission to the DCF, risk premium and 

CAPM nnaly:iCS in the PAA Order should be n:evuluatcd in deriving an appropriate leverage fonnuln 

range of returns on equity commensurate with the risks faced by Florida wnter and wastewater 

utilitles? 

c. Whether the Commission should contlnue to include a ris.k premium nnalysis based 

on an index ofnnturul illS utilities in deriving an appropriate leverngc formula runge of returns on 

equity for Florida wntcr and WBStewuter util ities'! 

f. Whether is it approprint.e to include n gas index premium or discount in deriving an 

app.ropriate levernge formula runge of returns on equity for Florida water ond wastewater utilities'/ 

g. Whether there arc other methods, analyses. data. ossumptions or considerntions not 

renectcd in the PAA Order which should properly be included in the derivation of on appropriate 

levernge formula runge ofrerurns on equity for Florida water ond wastewater utilities'/ 

7. Florida Water maintains that the method and nnalyscs utili uri by the Commission 

in deriving the levernge formula runge of returns on equity renc:ctcd in the PAA Order would filii 

to provide Florida Water with a return on equity commensurute with the level of business. financial 

and regulatory risks foecd by Florida Woter in the pro\•ision of wnter ond wastewater services. 

8. Purauont to Section 367.081(4Xf). Florida Stotutcs (1997) and Sections 120.569 w1d 

120.57(1), Florida Stotutes (1997), Florida Water requests that the Commission conduct a forma.l 

oclministrntivc hearing for the purposes of addressing and revising the mcthoclology.nfl~lyses. doto 

ond/or ossumptions used by the Commission to establish the levernge formula runge ot' returns on 

equity to provide Florida Water a return on equity commensurate with the business, financial and 
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regulatory risks confronted by Florida Water in the provision of wnter and wastewater s~rvices. 

WHEREFORE, Flo.rida Water respectfully requests that the Commission: 

A. Grant this Petition on proposed agency action and request for fonnnl odministrolivc: 

hearing: 

B. Schedule 11 foi"'DDII admini.suutivc bearing before the full Commission for the purposes 

of nnalyzing and revising the methodologies, analyses, dJo•a and/or assumptions appropriately 

employed in the derivation of a leverage formula runge of returns on equi ty commensurate with the 

business. final and regulatory risks confronted by water and wastewater utilities regulated by the 

Commission; and 

C. Grant such other relief tl5 the Commission deems just and proper. 

Respectfully submitted, 

Kc eth . Ho n, Esq. 
Rutledge nin; nderwood, Pume.ll & Hoffman, P.A. 
P. 0. Box SSt 
Tallahassee. FL 32302-0SSI 
(850) 68 1·6788 (telephone) 
(850) 681·651 S (telccopier) 

and 

Brian P. Ar.mstrong 
Vice President and Oenerlll Counsel 
Malthcw J. Fcil, Esq. 
Florida WD<ter Services Corporation 
I 000 Color I' lace 
Apopkn, Florida 32703 
(407) 880.0058 (telephone) 
(407) 880-1395 (telecopier) 
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... 
CERTIFICATE OF SERVICE 

I HEREBY CERTIFY that a copy of the foregoing was furnished by U.S. Moil this 23" tluy 
of July, 1998 to: 

Liln Jaber, Esq. 
Division of Legal Services 
2540 Shumard Ook Boulevard 
Room 370 
Tallahassee, Florida 32399-0850 
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