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1'bil reca•F 11lrtlioll _. cllfmed by 1 ...- fnm PWSC tnJm die April 7, 1998 
qeada to 1111 April 21. 1• qr n ""· After die reqaat for cleleml waa lfll*d, die llaff 
recopiled I ... to ... lei 1111 ~ COIICIIIIilrl ............ ol tbe Wlllr IIIII 
walllewater •dfte 1111. PWIC'a w.,-~ No. 014-W Ia Orlap Coualy lbould be 
ngtw lila PWIC .,... a _. .,-. kDDwD 11 Dndd HiDI, dill .-va bodl Oraaae 
Coualy ... I I • Oa , • '111M ., ........ DOt acquiNd by Oruae eou.y. 

Tbe c::lw•lllltllct die C.. ....._... IIIII ..._ No. 1. 'l'be dwnpa are lbown on 
paaea 2 dllouP S. Ollllwlle, till ...,..,_.,. il uldwnpt. 
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DOCKET 10. 971667-WS 
DATE: APRIL 16, 1998 

C'P MrmP'W'' 

REVISED 04/16/98 

Plorida water service• Corporation (PWSC) provide• water and 
-t-ter MZ'ri.ce tbrougbout Plorida. Moat of ita facilitiea ar11 
aubject to tbia 0: tuion' • juriediction. In 199,, for facilitiea 
regulated ~ tbi• Ccmmiaaion, PWSC record~d operating revenue• of 
$23, 3261 711 for water aervice and $21, 480, 059 for waatewater 
aervice. 'fbe corre.-ponding inca. a110unta were $4, 401, 534 and 
$4,799,0'51 re8peetively. 

By letter dated December 29, 1997, FWSC notified the 
Coaaiaaion that it vas selling all of its facilities in Oranqe 
County to Oranve County. The scheduled closing date vas December 
30, 1997. 

hereunder, the ataff recom.ends that 
the subject 

I 

eharing propoaitiona due to the Orange County 

2 



DOCKET 10. 971167-WB 
DATE: APRIL 16, 1998 

QIIGIJIIICII 01 IIPP' 

REVISED 04/16/98 

tesm 1a allould tbe carriaaion ackDowledge tbe aale of Florida 
Water Bervioe ~tiOD'a facilitiea in Orange County to Orange 
County? 

aprr 'R'·DY• ~ letter elated DeceiBber 2t, 1tt7, PWSC notified 
the ~ i uica tMt ita facilitiea in Orange COUnty wre being aold 

OnDge Coulaty aad tbat tbe ant coatract and 
~-·.&.&1~ elate - 30 1tt7. 

Tbia filiag conoera. tbe intended tranafer of utility aaaeta 
to a govemr1atal authority and waa filed in accordance witt. 
Section 3,7.071(•), Wlorida Statute• and Rule 25-30.037, Florida 
Adminiatrative COde (PAC) . Pursuant to Section 367.071(4), a sale 
of facilities to a goYernaental authority shall be approved as a 
matter of riqht. 

The application included a sworn statement by Oranqe County's 
public utilities director that he received a copy of FWSC's 1996 
Annual Report. Aa directed by Section 367.071(4) (a), that document 
provides recent infor.ation concerninq the utility's income and 
expense stat ... nt, ita balance sh .. t, ita rate base, and 
contributiona-in-aid-of-COD8truction amount•. 

The applicatiOD iacluded • copy of the purcbaae and aale 
agreement, which ia nqui&"ed pursuant to Rule 25-30.037(•) (c), 
Florida Adllliniatratift Q)de. A8 noted in the purcbaM agreement, 
FWSC will transfer ita cuata.era' Hcurity de~ita to Orange 
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DOCKET NO. 971667-WS 
DATE: APRIL 16, 1998 

REVISED 04/16/98 

OouDty in ntum fOC' Orange COUnty' • a~nt to continue aerving 
t~ cuata.en. P\aztbezwore, PWSC will offaet each cu•to.er' • 
final bill witb acczued intereat on tbe cuato.er' • depo•it through 
the cloaiDg date. 

A8 a tariff ~iaion .. tter, PWSC ba• filed reviaed tariff• 
that el erencea to the Orange County 
facilitiu . PW8C further reported that 
regulatory tt7 in Orange County will be paid 
in the •nner ..S ta pnacribed by Rule 25-30 . 120 (2) (a), Florida 
~ni•trati .. Code. 

The application to tranafer facilitiea to a governmental 
authority require• a atat ... nt regarding diapoaition of any 
outataDdiDg refwlda. n8C reported that ita Orange County 
facilitiu wn inclwt.d in Docket lfo. t20ltt-WS, wherein the 
utility'• rate• were n•tructured and potential ref~ and 
aurcbazv-a __.. CS.Clared. Tboae nfund and aurcbarge feature• are 
reviewct in a.ctiOD 12 of tM purcbaH 1a9re..at under tbe heading 
•tDd••aitiu.• lpecifiaally, PI8C agreed to forego collection of 
any potential aurcbu'ge• in Orange County, while accepting 
re8p0Uibility for any nquind refunda. In a letter dated March 
25, lttl, .-c atated tbat it would not 8Mk ncoYery of Docket No. 
920199-WS ~ dollan attributable to Orange County plant• 
f%"011 ~ iD otber COUDtiu. bcently, the O=mmia•ion der.tded 
that n~ aad ~ an not required in Docket No . 920199-
ws unle•• u altenaative funding aource i• found . However, that 
deciaion baa beeD aps~ealed. Tbe Orange County facilitiea are al•c. 
included in Docket lfo. 950415-WS, which cue baa alao been 
appealed. 

Sinc:e all of the filiDg requirement• have been -t, the ataff 
recoaaeada that tbe eo.nt •aion ahould i•aue an order that 
acknowledge• that COUDty baa acquired PISC' • f ie• in 

u of Decetlber 30 

1997. 
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DATE: APRIL 16, 1998 
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DOCKET NO. 971667-118 
DATE: APRIL 16,- 19t8 

,,.. 2; Sboulcl tbe Cc iaaion open a docket to exutine whether 
PWSC'a aale of ita OcaDge CouDty facilitiea involve• a gain that 
abould be abancl witb otbel' cuatOMra? 

.. _ .... . eDA'• Y•. 'Jibe Ccmmiaaion abould open a.~ inveatigation 
to evaluate tbe gain on aale aapecta for the Orange County 
facilitiea. (.aLKIR, OTTIROT) 

'1"Aft 'R'·DY• fer tbe purcU.. agre~t, the aalea price for 
the Orange COUDty faciliti .. ia $13,100,000, aubject to adjuat .. nta 
and prorationa penittecl by the agreement. That awa exceeda the 
rate ba- valuea tbat tbe ocr iaaion baa approved for thoae 
facilitiea, both baface aad after uaed and useful reaaurea . In 
Docket lfo. t5CMts-•, tile 11011t ncent rate proceeding for PWSC, the 
approvecl rate baM ftlue for the cOIIbinecl water and waatewat•r 
facilitiea in OcaDge CouDty waa $1,503,3'' for the projected teat 
year endiag Declllllel' 31, 1tt'. Reatoriag uaecl and uaeful 
adjuat.anta, tile •ll¥ ... te zoate ba .. balance waa $9,00,,114 . Aa 
the Ale~ ill 1tt'7, aa updated rate bue calculation will be 
needed to det~ tba gain; if any, clue to aale of the­
facilitiea . Initial z.wiew iadicatea that PM8C will record a gain 
on thia tranaactiOD. !be ataff reca••ncla that the Commiaaion open 
a aeparate doc*• to ...,__te wMtber that gain abould be allocated 
among ouata.er aad at~lder intereata. 

Tbe propo8ition that gai~W on aalea abould be abarecl with 
cuatc:aen baa been cc:maidu'ecl in other docket a involving PWSC. In 
each c ... , tbe idea ... pceaentecl that cuatorera in other aervice 
area• wen •titled to ahan the gain when another operating 
facility waa eolcl. 

Doc1qtt lip. 111111-W - Teb1 gb Ql;ilitio1. IDA. 

In Docket ao. 911111-WG , a caae invol ving Lehigh Otili tiea, 
Inc. (Lehigh) , an affiliated ca.pany that ia now an operating 
diviaion of nac, tbe ~m iaaion conaiclerecl the aX'glment that 
Lehigh'• cuatoren abauld benefit beca~.. another operating 
facility (St . AuguatiDe Sbona) wu coademned and eold to St. JobM 
County. A t4 .2 llillioa pin w- reported. one argument for 
aharing tbe gain ... tbe propoaition that Lehigh' • portion of 
common coata would increaae after the aale, thua juatifying acme 
offaet to expea .. a. Tboae aupporting thia offaetting acljuatrent 
noted that tbe cam t Mica baa required aharecl gain• on aalea in 
other caaea involving otbar utilitiea. 

conver .. ly, tbe utility argued that the gain on aale of the 
St . Auguatine Sbona facility abould not be aharecl with Lehigh 
cuatomen . Ita ~ta ... inat the abaring concept included the 
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DOCKET NO. 971667-WS 
DATE: APRIL 16, 1998 

followlaga 1) lt. Jotm. County regulated that facilitr, not thi• 
CO..i•eioa, 2) the .. 1e preceded PWSC'• direct .. eoc ation with 
Lehigh, 3) deayiag iDveaton an opportunity to offnt ero•ion of 
earniDgll tllnugb ailpital gaiDe illll*ie• reiDva•tMDt of eaminga and 
attractiOD of capit•ll •1 Lehigh'• cuata.era aa•u.ed no riak and 
contributed IIOth1ag to the St. Augu•tine Sborea facility, 5) 
CU8ta.en ware loet when tbe St. Augu8tine Shore• facility waa 
.old1 6) cuata.er8 do DOt acquire a proprietary intere•t in the 
utility'• property, ?) owaer•hip and riak of loa• for non-utility 
and DOD-regula~ ~Y re•t• with the utility'• •hareholdera, 
and I) uiag tbe gain to off•et otberwi•e entitled rate relief 
deprivu tile utility· of juat ca.peuation. 

After caaeiderlag tbe record, tbe co-iaaion voted that the 
gain OD Ale Of tbe 8t. Auguetine Shore• 8hould be not be counted 
under rate eettt.t ~iDciple• for Lehigh. In Order lb. PSC-93-
0301-POP-.. , i..uedGD .abruary 25, 1tt3, the eo..i•aion atated: 

........ wi.at tile utility that ratepayer• do not 
acquln a ~ietuy iatereat in utility property that 
18 beiag U..S t. utility Hrvice. We also agree that 
it ia the ahareboldera who bear the riak of loss on 
their inve•t:.nt•• not the Lehigh ratepayer•. Further, 
we find that Lebitb'• ratepayer• did not contribute to 
the utility'• recow.ry of ita investment in St. 
Augu•t.lne Sborea. aaaed on the foregoing, we find no 
adjuat:.nt for the .. u. on the sale of the St Auguatine 
Shorea to be appropriate. 

The Office of Public council (OPC) participated in that case 
and filed a petition for reconaideration. OPC argued that the 
Commission's deciaion waa not consiatent with ita decision in a 
case involviq Mad Hatter Utilities, Inc., or with other cases 
involving retir ... nt of obsolete equipment by regulated telephone 
companies. FUrther, OPC argued that gain on sale adjustments were 
approved for electric utilitiea. In response, Lehigh stated that, 
among differencea, the Mad Hatter case involved abandoning two 
treatment plant• to interconnect with Pasco County, whereas both 
customers and revenues were loat when the St. Augustine Shores 
facility waa aold. 

The Com.iaaion denied OPC'• request to reconsider this issue. 
Instead, the Cenntaaion found that different facta and 
circumstance• di8tinqui•hed the Mad Hatter caae and Lehigh cases, 
noting that loa• of cuatanera waa a material difference. 
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DOCKEr NO. 971667-WS 
DATE: APRIL 16, 1998 

"'n'e' Wg. 120111=11 - IMt!tom •tete· PSJ.ll,t•••. IM. 

The .... oppoein9 arqumenta revarding the St. Augustine Shores 
sale were repeated in Docket No. 920199-WS. The Ca.mission also 
h .. rd oppoainv arguments about shared interests relative to sale of 
a ~reel of •condemned property• ~~ Univt~trsity Shores. Those 
eventa preceded the test year uaed for Docket No. 920199-WS. OPC 
propoaed above-the-line amortization of the gains on these sales to 
benefit cuata..ra. 

In that docket, the Commiaaion identified a projected $255,000 
savings in acllliniatrati ve expenses following sale of the St. 
Auquatine lhorea (lAS) facility and reduced expenses accordingly. 
However, the~ taaion did not approve OPC'a proposal to amortize 
that vain above-the-line. Instead, the Coaaission found that 
customer• reaiding outaide the SAS service area contributed nothing 
towarda reco .. ~ of a return on investment for that facility. In 
Order No. PIC-93-1423-fOr-ws, issued March 22, 1993, the Commission 
stated that since the •r ... ining cuatomers never subsidized the 
invest.ent in the IAI ayst .. , they are no .ore entitled to share in 
the gain fraa that aale than they would be required to absorb a 
loss fraa it.• With regard to the University Shores facility, the 
Ca..iaaion found that thoae facilities were never included in any 
approYed rate baae .-ount. Thus, above-the-line a.ortization of 
that 9ain on aale waa denied. 

Poaht ... IIMM - - ...... • ...... ""''MM. IM. 

Siailar iasuea re9arding 9ains on sales were reviewed in 
Docket No. 950495-WS. Pr oponents again argued that the gain on 
sale of the St. Augustine Shores (SAS) facility should be amortized 
above-the-line aa a reduction to the revenue requirement. Another 
facility, Venice Gardena Utilities (VGU), was sold to Sarasota 
County under circuaatance5 sa.ewhat similar to sale of th~ SAS 
facility. Sharin9 the gain on that facility was also proposed by 
OPC. 

Threatened with con~ation, the VGU facility waa regulated 
by Sarasota County before the county purchased that facility. The 
record indicated that VGU'a rates were establiahed under stand­
alone principlea. Again, like the SAS matter, the utility argued 
that customer• outaide VGO contributed nothing towards recovery of 
a return on that invest.ent and asa\aed no risk. Also like the SAS 
case, sale of the VGU facility was acca.panied by loss of 
customers. 
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DOCKET NO. 971667-WS 
DATE: APRIL 16, 1998 

The Ca..t••ion reviewed the similarity of these sales in the 
following ter.a: •the •ale• of VGO and SAS were s~lar in many 
respects: they were involuntarily made by condemnation or under 
threat of ~tion; SSU lost the ability to serve the customers 
in both service areas, which were regulated by non-FPSC counties; 
and the facilitie• •erved custa.ers who were never included in a 
uniform rate structure.• The Commission thus concluded that no 
portion of the VGU or SAS 9ains should be allocated to the 
ratepayers. However, the Commission found that different 
circumstances mi9ht ju.tify a different response: •(h)ad either the 
SAS and VGO facilitie• .been regulated by the FPSC at the time of 
the sale or previou•ly included in a uniform rate structure, the 
situation would be different . • 

Before tbe oraage County facilitie• were •old to orange 
County, tboae facilitiea were •ubject to thi• CO..i•aion'• 
juriadictico. To.,.. extent, their •rvice rate• were utabliahed 
under unifoZ11 nte CODaiderationa in ftfSC' • recent rate 
proceecU.aga. 'l'llua, MI"Yice ratea for other P'lfSC operating 
facilitiea we1... illfluaced by owner•hip of the Orange County 
facilitie•. Initial review auggeata that the Oran9e County 
facilitiea, .aatly because of the UDiveraity Shore• facilitie•, 
contributed to bet~t of P'lfSC' • earning• profile under aub•idy 
a••waptiona. 'ftlua, tbeir elillination would tend to wor•en PWSC' • 
return on iDveat..at condition rather than i~rove it. In other 
words, tbe OCeage COUnty faci litie• aeemed to aub•idiae income for 
facilitiea outaide Orange ~ty to •ome extent. 

Purtber atudy to eaat ne sharing conaiderationa for the Orange 
County gain on -le ia ncoaa..nded to permit timely examination of 
thia topic. .. nco• and that a •eparate docket be opened to 
deteradne the actual gain co Ale for Orange COunty and to evaluate 
whether that gain abould be abared with cuatoaera . 
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DOCKET NO. 971667-WS 
DATE: APRIL 16, 1998 

I'"" 3: Should tbia docket be clo•ed? 

: : .•.... .. WUCII• Yea. Tbia docket abould be cloaed following 
acknowl~t of the Ale to orange County. (WALICBR, OTTIIIO'I') 

mrr W'·DJI• 'fhia docket concerns a proposed transfer of 
facilities to a go .. rn.ental agency, which must be approved as a 
matter of right. Tbia docket should be closed after the approving 
order is issued. 
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