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CASE BACKGROUND

Pursuant to Section 367.081 (4) (f), Florida Statutes, the
Commission is authorized to establish, not less than once each
year, a leverage formula to calculate a reasonable range of returns
on equity for water and wastewater utilities. By Proposed Agency
Action (PAA) Order No. PSC-98-0903-FOF-WS, issued July 6, 1998, the
Commission established the most recent authorized range of returns
on common equity. With miner modification, the Commission
utilized the same leverage formula methodology established by Order
No. PSC-95-0892-FCF-WS, issued August 10, 19%5, in Docket HNo.
950006-WS.

On July 23, 1998, Florida Water Services Corporation (FWSC)
filed a Petition on PAA, protesting PAA Order No. PSC-96-0903-FOF-
WS and requesting a formal hearing on its petition. On September
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9, 1998, FWSC filed a Notice of Voluntary Dismissal of its Petition
on Proposed Agency Action. This recommendation addresses FWSC's
Notice of Voluntary Dismissal.

Further, staff has discovered that pages eight, nine and ten
of Attachment 1 of the PAA Order contain minor errors which should
be corrected. Page eight inadvertently contained the incorrect
number for the estimated monthly risk premium for natural gas
utilities. This did not affect the Commission’s decision, because
the correct number was used in the Commission’s calculation. The
correct number was included on page five of Attachment 1 of the PAA
Order. Pages nine and ten contained a typographical error. A
dollar sign was inadvertently placed in front of the numbers for
common shares of outstanding stock in the equity ratics of water
and natural gas index companies. Although none of the errors
affected the outcome of the PAA Order, staff is bringing these
matters to the Commission’s attention so that the Final Order in
this docket will contain the corrected information for Attachment
1.

DISCUSSION OF ISSUES

ISSUE 1: Should the Commission acknowledge the Notice of Voluntary
Dismissal of Petition on Proposed Agency Action and make Order No.
PSC-98-0903-FOF-WS final and effective Octcber 6, 19987

RECOMMENDATION: Yes. The Commission should acknowledge the Notice
of Voluntary Dismissal of Petition on Proposed Agency Action and
make Order No. PSC-98-0903-FOF-WS final and effective October 6,
1998. The Order should include revised pages eight through ten of
Attachment 1 of the PAA Order. (VACCARO, MCRAE, LESTER, DRAPER)

STAFF ANALYSIS: As noted in the case background, by PAA Order No.
PSC-98-0903-FOF-WS, issued July 6, 1998, the Commission established
the most recent authorized range of returns on common equity for
water and wastewater utilities under Commission jurisdiction. FWSC
filed a timely protest to the PAA order on July 23, 1998, FWSC
filed a Notice of Voluntary Dismissal of its protest on September
9, 1998. Therefore, staff recommends that the Commission
acknowledge FWSC’'s Notice of Voluntary Dismissal of Petition on
Proposed Agency Action and make Order No. PSC-98-0903-FOF-WS final
and effective October 6, 1998,
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Further, staff has discovered that pages eight, nine and ten
of Attachment 1 of the PAA Order contain minor errors which should
be corrected. Page eight inadvertently contained the incorrect
number for the estimated monthly risk premium for natural gas
utilities. This did not affect the Commission’s decision, because
the correct number was used in the Commission's calculation. Pages
nine and ten contained a typographical error. A dollar sign was
inadvertently placed in front of the numbers for common shares of
outstanding stock in the equity ratios of water and natural gas
index companies. Staff has provided revised pages eight through
ten of Attachment 1, which are included as Attachment A of this
recommendation. Staff recommends that the Final Order include the
revised pages eight through ten of Attachment 1 of the PAA Order.

Finally, as noted in the case background, the Commission
established the current methodology for the leverage formula by
Order No. PSC=-95-09B82-FOF-WS. At the June 16, 1998 Agenda
Conference, the Commission noted that this methodology could be
reviewed through a workshop process if staff or interested parties
believed it necessary. Staff believes that the leverage formula
methodology should be reviewed, and will schedule a workshop for
this purpose.




DOCKET NO. 980006~WS
DATE: SEPTEMBER 24, 1998

ISSUE 2: Should this docket be closed?

X No. This docket should remain open. (VACCARO,
MCRAE, LESTER, DRAPER)

STAFF AMALYSIS: Order No. PSC-98-0903-WS ordered that the docket
remain open in the event that a subst:tially affected person filed
a protest within the protest period. A protest was filed and
subsequently withdrawn. Since the protest was withdrawn, there are
no remaining issues. However, this docket should remain open to
allow staff to monitor the movement in capital costs and to
readdress the reasonableness of the leverage formula.
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12/31/97 Equity Ratios of Natural Gas Index Companies
===
Common Equity Ralio
2:rﬂihn Share Common Total Debt Preferred
Sheve Outstanding Equity Equity
(milions) (milions) {milions) {millions)
Aianta Gas & Light $10.99 55 48 $820.50 $810.50 $118.80 40.04%
Bay State Gas $17.35 1352 2300 $320.00 $4 90 12T%
KeySpen Energy Corp. $19.00 51.18 3976 80 $T00.40 $0.00 54 96%
indiana Energy $1296 2258 $292 B0 $241.00 $0.00 54 BS%
Laclede Gas $14 26 1759 $250.90 $306.60 $2.00 44 BA%
Northwest Netural Gas $16.00 2278 $3684 50 $401.30 $37.40 4538% |
Peoples Energy $2043 523 $719.70 $587 50 $0.00 55 06%
Washinglon Gas & Light $1348 4364 $588 20 $574.20 $28.40 49 40%
Average 48 27%
— === I
a- 218
Morteest Natural Gas 10787
Peoples Energy 013198
Al Ohers 1273187

Sour~+ Value Line Investment Survey, Edition 9 - May 8, 1998
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