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MEMORANDUM RECEIVED

MY 19 1988
May 18, 1998 Fm(g&gg-mn
TO: DIVISION OF RECORDS AND REPORTING
FROM: DIVISION OF LEGAL SERVICES (o'rnnor)ﬂla"m
RE: DOCKET NO. 971667-WS - APPLICATION FOR APPROVAL OF

TRANSFER OF FACILITIES OF FLORIDA WATER SERVICES
CORPORATION TO ORANGE COUNTY AND CANCELLATION OF
CERTIFICATES NOS. 84-W AND 73-S IN ORANGE COUNTY.
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Attached is an CORDER ACKNOWLEDGING TRANSFER, CANCELING
CERTIFICATE NO. 73=8, CLJSING DOCKET, AND OPENING NEW DOCKET TO
EVALUATE GAIN ON SALE, to be issued in the above-referenced docket.
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Application for approval DOCKET NC. 971667-WS
of transfer of facilities of ORDER NO. PSC-98-0688-FOF-WS

Florida Water Services ISSUED: May 19, 1998
Corporation to Orange County and

cancellation of Certificates

Nos. 84-W and 73-S in Orange

County.

The following Commissioners participated in the disposition of
this matter:

JULIA L. JOHNSON, Chairman
J. TERRY DEASON
SUSAN F. CLARK

JOE GARCIA
E. LEON JACOBS, JR.

ORDER ACKNOWLEDGING TRANSEER,
CANCELING CERTIFICATE NO, 73-5, CLOSING DOCKET,
AND OPENING NEW DOCKET TO EVALUATE GAIN ON SALE

BY THE COMMISSION:
BACKGROUND

Florida Water Services Corporation (FWSC or utility} is a
Class A utility which provides water and wastewater Sservice
throughout Florida. According to its 1996 annual report, FWSC
recorded operating revenues of $23,324,759 for water service and
$21,480,059 for wastewater service for facilities regulated by the
Commission. The corresponding income amounts were $4,401,534 and

$4,799,065, respectively.

On December 30, 1997, FWSC filed an application to transfer
all of its water and wastewater facilities in Orange County to
Orange County with the exception of the Druid Hills water system.
The tranafer is based on an agreement executed by FWSC and Orange
County. The anticipated closing date of the agreement was De ember
30, 1997. According to the contract, the sale price for the Orange
County facilities is $13,100,000, subject to adjustments and
prorations permitted therein.
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GAIN ON SALE

According to the sale contract, the sale price for the Orange
County facilities is 513,100,000, subject to adjustments and
prorations permitted by the agreement. The sale price exceeds the
rate base values that we approved for those facilities, both before
and after used and useful measures. In Docket No. 950495-WS, the
most recent rate proceeding for FWSC, the approved rate base value
for the combined water and wastewater facilities in Orange County
was 58,503,366 for the projected test year ending December 31,
1996. Restoring used and useful adjustments, the aggregate rate
base balance was 59,006,114,

As the sale occurred in 1997, an updated rate base calculation
will be needed to determine the gain, if any, due to sale of these
facilities. Initial review indicates that FWSC will record a gain
on this transaction. Accordingly, we find it appropriate to
initiate a separate docket to evaluate whether that gain should be
allocated among customer and stockholder interests.

We believe that our decision herein to evaluate the gain on
sale in this docket is consistent with our past decisions. See
Order Nos. PSC-93-0301-FOF-WS and PSC-93-0423-FOF-WS. However, we
also believe that there are other reasons to evaluate the gain on
sale. Before the FWSC’a facilities were scld to Orange County,
those facilities were subject to our jurisdiction. To some extent,
the Orange County’s service rates were established under uniform
rate considerations in FWSC’S recent rate proceedings. Under
uniform rates, service rates for other FWSC operating facilities
were influenced by ownership of the Orange County facilities. Our
initial review suggests that the Orange County facilities, mostly
because of the University Shores facilities, contributed to
betterment of FWSC’s earnings profile under subsidy assumptions.
The elimination of O.-ange County’s facilities would tend to worsen
FWSC’s return on investment condition rather than improve it. 1In
sum, the Orange County facilities seemed to subsidize income for
facilities outside Orange County to some extent.

No further action is required and this docket shall be closed.

Based on the foregoing, it is
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ORDERED by the Florida Public Service Commission that the
application for transfer of water and wastewater facilities from
Florida Water Services Corporation to Orange County, is hereby
acknowledged. It is further

ORDERED that Certificate No. 73-5 shall be canceled upon the
resolution of all pending cases relating to the Orange County
facilities. It is further

ORDERED that rflorida Water Services Corporation shall file
1997 annual report and pay 1997 regulatory assessment fees for the
Orange County sys:ems through December 30, 1997. It is firther

ORDERED that ¢ new docket shall be opened to evaluate any gain
on sale from the saie of facilities from Florida Water Services
Corporation to Orange County. It is further

ORDERED that this docket shall be closed.



ORDER NO. PSC-98-0688-FOF-WS
DOCKET NO. 971667-WS
PAGE 6

By ORDER of the Florida Public Service Commission this 19th
day of May, 1998.

BLANCA S. BAYO, Dire
Division of Records and Reporting

( SEAL)

HO

NOIICE OF FURTHER PROCEEDINGS OR JUDICIAL REVIEW

The Florida Public Service Commission is required by Section
120.569(1), Florida Statutes, to notify parties of any
administrative hearing or judicial review of Commission orders that
is available under Sections 120.57 or 120.68, Florida Statutes, as
well as the procedures and time limits that apply. This notice
should not be construed to mean all requests for an administrative
hearing or judicial review will be granted or result in the relief
sought.

Any party adversely affected by the Commission’s final action
in this matter mas request: 1) reconsideration of the decision by
filing a motion for reconsideration with the Director, Division of
Records and Reporting, 2540 Shumard Oak Boulevard, Tallahassee,
Florida 32399-0850, within fifteen (15) ~ays of the issuance of
this order in the form prescribed by Rule 25-22.060, Florida
Administrative Code; or 2) judicial review by the Florida Supreme
Court in the case of an c.ectric, gas or telephone utility or the
First District Court of Appeal in the case of a water and/or
wastewater utility by filing a notice of appeal with the Director,
Division of Records and reporting and filing a copy of the notice
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of appeal and the filing fee with the appropriate court. This
filing must be completed within thirty (30) days after the issuance
of this order, pursuant to Rule 9.110, Florida Rules of Appellate
Procedure. The notice of appeal must be in the form specified in
Rule 9.%00(a), Florida Rules of Appellate Procedure.



