
BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In re: Application for transfer of ) 
Certificates Nos. 416 -W and 351- S and ) 
majority organizational control of FOX ) 
RUN UTILITIES, INC. in Martin County ) 
to SOUTHERN STATES UTILITIES, INC. ) _____________________________________ ) 

;-

DOCKET NO. 880294-WS 

ORDER NO. 22233 

ISSUED: 11-28- 89 

The following Commissioners participated in the disposition 
Qf this matter: 

BETTY EASLEY 
GERALD L. GUNTER 

ORDER APPROVING STIPULATION AND REVIVING 
ORDER NO . 19860 

BY THE COMMISSION: 

By Order No. 19860, issued August 22, 1988, this Commission 
approved the transfer of Fox Run Utilities, Inc. to Southern 
States Utilities, Inc. (Southern States) and established a rate 
base, as of the date of the transfer, for the wastewater 
system. However, due to the poor quality of water provided by 
the utility, we did not set rate base for the water system. 
Instead, we ordered Southern States to perform a study 
addressing the various alternatives available to resolve the 
water problems. 

On February 1, 1989, Southern States submitted an 
engineering report to the Commission. This report addressed 
several alternatives for improving the water quality, as well 
as the cost of each of the alternatives . On April 17, 1989, 
the utility submitted a supplemental engineering report which 
provided data concerning the estimated impact that each of the 
•lternatives would have upon rates and revised the cost of one 
of the alternatives downward from its original proposal. 
According to Southern States' study, the most cost effective 
alternative was to upgrade the existing water system. 

Since Southern States chose to upgrade the existing system, 
by Order No. 21408, issued June 19, 1989, this Commission 
proposed to establish a water rate base of $36,042 as of June 
30, 1987, the date of the transfer. In addition, we declined 
to recognize Southern States' purchase of the system at a 
substantial discount from the net book value (negative 
acquisition adjustment) for ratemaking purposes. 
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On July 10, 1989, the Office of Public Counsel (OPC) filed 
a protest to that portion of Order No. 21408 by which we 
established rate base. OPC argued that the negative 
acquisition adjustment should be recognized for ratemaking 
purposes and that the purchase price of the system should be 
established as rate base as of the date of the transfer. 

On September 20, 1989, Southern States, OPC and Staff met 
to discuss the issues to be adopted and the procedures to be 
followed in this case. At the meeting, OPC and Southern States 
carne to a tentative agreement to settle this case. On October 
6, 1989, OPC and Southern States filed a joint settlement 
proposal. A copy of the settlement proposal is appended as 
Attachment A. 

The essence of the proposed settlement is that, although 
each party believes that important issues are involved, they 
nevertheless realize that taking the matter of this acquisition 
adjustment to hearing at this time would not be cost 
effective. Accordingly, they agree that the net book value of 
the water system, as of June 30, 1987, the date of the 
transfer, was $36,042. The parties also agree that the issues 
regarding the proper leve 1 of rate base, whether a negative 
acquisition adjustment should be recognized, whether 
extraordinary circumstances exist and who has the burden of 
proof regarding the recognition of a negative acquisition 
adjustment should be addressed in Southern States' next rate 
case for the Fox Run system. 

Upon consideration, we find that the proposed settlement is 
reasonable. It does appear that it would be much more cost 
effective to pursue these matters during the next rate case. 
•n addition, we note that, when establishing a rate base as of 
the date of a transfer, we are, essentially, merely 
establishing the net book value. In other words, we do not 
make rate base adjustments usually performed in a rate case. 

Since we have approved the joint settlement proposal, we 
believe that Order No. 21408 should be revived, subject to the 
modification that , rather than establishing rate base, Order 
No. 21408 establishes net book value at the time of transfer. 
Further, since no other protests to Order No. 21408 were filed, 
we hereby declare Order No. 21408 to be final and effective. 

It is, therefore, 
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Ordered by the Florida Public Service Commission that the 
settlement jointly proposed by Southern States Utilities, Inc. 
and the Office of Public Counsel, which is appended hereto as 
Attachment A, is hereby approved as set forth in the body of 
this Order. It is further 

ORDERED that Order No. 21408, issueq June 19, 1989, is 
hereby revived and declared to be final and effective as of 
November 7, 1989, subject to the modifications set forth in the 
body of this Order. It is further 

ORDERED that Docket No. 880294-WS be and is hereby closed. 

By ORDER of the Florida Public Service Commission, 
this 28th day of NOVEMBER __::.1..::...98.:...:9;__ __ _ 

STEVE TRIBBLE, Director 
Division of Records and Reporting 

( S E A L ) 

RJP by·~~ Cet,sureaotRecords 
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NOTICE OF FURTHER PROCEEDINGS OR JUDICIAL REVIEW 

The Florida Public Service Commission is required by 
Section 120.59(4), 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 may request: 1) reconsideration of the 
decision by filing a motion for reconsideration with the 
Director, Division of Records and Reporting within fifteen (15) 
days 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 electric, 
gas or telephone utility or the First District ·Court of Appeal 
in the case of a water or sewer utility by filing a notice of 
appeal with the Director, Division of Records and Reporting and 
filing a copy of the notice 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 9.900(a), 
Florida Rules of Appellate Procedure . 
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BEFORE THE PLORIOA PUBLIC SERVICE COMMISSION 

In re: Applica~ion for transfer 
of Cer~if:~a~e 416-W and 35l-S 
from FOX RUN UTILITIES, INC. in 
Mar~in Coun~y to SOUTHERN STATES 
UTILITIES, INC. 

Docket No. 880294-WS 

Piled: October 6, 1989 

CORRECT'E!l .JOI~ MOTJON FOR APPROVAL OF SE~L'EMENT 

SOUTHERN STATES UTILITIES, INC. !SSUI by and through its 

undersig~ed attorney, and the Citizens of the Sta~e of Florida, 

by and through the Office of the Public Counsel <OPCI, joi:ltly -

reques~ that the Florida Pub l ic Service Commission approve a 

settlemen~ of this docket, as follows. 

l. This docket is presently schedaled !or formal hea ring 

befcre the Commission to consider •citizens• Protest of Proposed 

Agency Action Order No. 21408 Establishing Rate Base.• 

2. ~his dispute centers on the recognition or 

nonrecognition of a negative acquisition adjustment in the amount 

of $36,037. By P.A . A. Order No. 21408, the Commission had 

proposed to not recognize such adjustment. 

3. Each party believes that important principles are 

associated with that policy dispute and that it has pers~a~ive 

argument regarding the issue . Both parties r.onethel~ss 

acknowledge that the expense of ful!-blovn Comm ission 

proceedings, including expert witness and attorney's !ees, ~ay 

well !ar exceed the disputed adjust~nts. 

4 . ao th parties have therefore come to agree that the 

issues raised in this proceeding should be de!erred for 

consideration in the next rate case sought by SS~ in c~nnection 

with the Fox Run water system. The parties therefore request 

Commission approval of their proposed se~tle~ent, as f~llows. 

s: The parties specifically agree that the net b~ok value 

of :h~ Fox ~un water system, as o! J~ne 30, l~S7 r ~ss Sl&,O~l. 

6. The agree d net book valu~ o! tne ~a~er system 

~o~~!thstanding, the proper level of rate base associated wich 

cne Fox Run water system, a~d all ac=~~ntin; ~~3~es r~~ated to 

the acqu isition a~~~i:me~: issue, shoul~ not o~ e~:~:~i~~~ i~ 

this d~citec. 

recog~ized by ~~e Commission in connec~ion 

of the Fox Run wa:er system should - ~b= 

doclcet. 

~ 

w i :~ s ~~ ·! & : ~~isi:ion 
crr:·v=•F •· · ~=~-I'•!C: 

b• cf~t.t:-~:.~'!~ -{:·t ::his 
10029 ~~~-5 C39 

. -· ... ..;,,;.·· 

• I 



ORDER NO. 
IXXl<ET NO. 
PAGE 6 

• 

22233 
880294-WS 

.· 
ATrACHMENr A Page 2 of 2 

8. Whether •extraordinary circumstances• exist for the 

purpose of applying the Commission's existing acquisition 

acjustment policy should not be determin;d in this docket. 

9. Whether SSU or OPC has the burden of proof regarding 

recognition of a negative acquisition adjustment should not be 

determined in this docket. 

10. To the extent that any and all issues related to 

paragraphs 6, 7, 8, and 9 are addr essed for rate making purposes, 

they should be heard in the next rate case associated with the 

Fox Run water system. 

11. SSU also agrees to provide OPC with a list of docu~nts 

responsive to Requests Nos. l and 3 of Citizens• First Request 

for Production of Documents and to preserve such documents for 

OPC inspection in the next rate case associated with the Fox Run 

water system. 

12. Upon issuance of &n order indicating Commission approval 

of this settle~ent and joint motion, the parties agr~ that the 

docket should be closed. 

13 . If the Commission does not approve this settlement 

agreement and joint motion, in its entirety and 

without modification, the agreement contained herein shall be 

deemed void and the parties ask that the Commission proceedings 

to consider "Citizens• Protest of Proposed Agency Action Order 

No. 21408 Establishing Rate Base • resume. 

Respectfully submit ted, 

~' t S"cLc~\hs_ 
~1St t: SCK!~FELSEI~\ 
dStlin, Woods, Carlson ' Cowdery 
Counsel for 
Southern States Utilities, Inc. 
1709-D ~ahan Drive 
Tall ahassee, ~ 32308 
(90-ll 877-7!9: 




