« BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION
Nl

In Re: Application for transfer ) DOCKET NO. 941151-WS

of facilities from Orange- ) ORDER NO. PSC-96-0413-S-WS
Osceola Utilities, Inc. to ) ISSUED: March 25, 1996
Southern States Utilities, Inc.
in Osceola County, including
transfer of Certificate No. 289-
3, amendment of Certificate No.
066-W for additional territory,
and cancellation of Certificate
No. 335-W

The following Commissioners participated in the disposition of
this matter:

SUSAN F. CLARK, Chairman
J. TERRY DEASON
JOE GARCIA
JULIA L. JOHNSON
DIANE K. KIESLING

RDER APPROVIN TLE S
ADJUSTING RATE BASE FOR FORMER
) E- o] FA ITIE

BY THE COMMISSION:
BACKGROUND

Orange-Osceola Utilities, Inc. (OOU) is a Class A utility
which provides water and wastewater service to customers in the
Buenaventura Lakes development in Osceola County. According to the
utility’s 1994 annual report, the utility serves 8,740 water
customers and 7,010 wastewater customers. In 1994, the utility had
annual operating revenues of $1,166,244 and $2,563,684 for water
and wastewater, respectively. Additionally, the utility had net
operating income of $279,913 for water and $593,738 for wastewater.

Southern States Utilities, Inc. (SSU) is a Class A utility
which provides water and wastewater service to 73,399 water
customers and 34,662 wastewater customers in Florida. According to
SSU’s 1994 annual report, the utility had annual operating revenues
of 623,833,363 for water and $16,757,514 for wastewater. The
utility had a net operating income of $3,209,786 and $2,360,462 for
water and wastewater, respectively.

On October 27, 1994, SSU filed an application for transfer of
facilities from OOU to SSU. By Order No. PSC-95-1325-FOF-WS,
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issued October 31, 1995, we approved the transfer of OOU to SSU.
On November 21, 1995, OOU filed a protest to Order No. PSC-95-1325-
FOF-WS and request for hearing pursuant to the provisions of
Chapter 120.57(1), Florida Statutes. The protest was limited to
the Commission’s disallowance of capitalized interest in the
utility’s rate base. On November 30, 1995, SSU filed a petition to
intervene in these proceedings. We granted SSU’s request to
intervene by Order No. PSC-96-0088-PCO-WS, issued January 17, 1996.
An administrative hearing has been scheduled for July 1 and 2,
1996.

On June 28, 1995, SSU filed an application for a rate
increase. That request is currently being reviewed under Docket
No. 950495-WS. 1In anticipation of completing the purchase of the
00U facilities prior to completing the rate case, SSU included OOU
in its rate application. OOU and SSU closed on the sale of the
utility on December 1, 1995.

T TION

OOU and SSU have proposed to stipulate all issues related to
the net book value of the former OOU water and wastewater
facilities up through the end of the period ended December 31,
1994, as established in Order No. PSC-95-1325-FOF-WS with the
exception of the allowance for funds used during construction
(AFUDC) /capitalized interest issue and other adjustments outlined
in Exhibit A to the stipulation. The stipulation is contingent
upon our agreement to hear the AFUDC/capitalized interest issue in
this transfer proceeding separate and apart from the SSU rate case
proceeding and provided we will consider the other adjustments
outlined in Exhibit A, either at the time of addressing this
stipulation or within the rate case proceeding in Docket No.
950495-WS. A copy of the stipulation is included as Attachment A.
Upon reviewing the stipulation, we find that the stipulation
appears reasonable and appropriate. Accordingly, we find it
appropriate to approve the stipulation. We believe that the
adjustments raised in Exhibit A can be addressed at this time.
Outlined below are the adjustments that we believe are appropriate.

AD TMEN TO RATE BASE

Accumulated Depreciation

In Order No. PSC-95-1325-FOF-WS, we made a number of
adjustments to correct the utility’s level of accumulated
depreciation. In determining whether or not a stipulation was
possible, the utilities found two additional items which they
believe should be adjusted. Regarding the first adjustment, the
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utility retired several plant items and appropriately made the
corresponding adjustment to accumulated depreciation on its books.
However, in recalculating the appropriate level of accumulated
depreciation for the transfer docket, our auditors and the utility
inadvertently omitted those depreciation adjustments from the final
calculation. We find it appropriate to make those adjustments at
this time.

The second adjustment is more in the nature of a mathematical
error. OOU previously utilized incorrect depreciation rates. In
response to the staff audit, the utility submitted a recalculation
of its accumulated depreciation based on the Commission’s guideline
depreciation rates. The utility included the depreciation
associated with the AFUDC in that calculation. The audit exception
regarding removal of the AFUDC included an accumulated depreciation
adjustment that was based on the depreciation rates that the
utility previously used rather than the Commission’s guideline
rates. We accepted the auditor’s adjustment in our final
calculation of the utility’s accumulated depreciation. We agree
with the utility that in light of the previous corrections that
were made by the utility, the depreciation that was removed to
reflect the removal of AFUDC from plant in service should have been
based upon the guideline rates rather then the utility’s previous
rates. Therefore, we find it appropriate to make this adjustment
as well. We, however, note that OOU and SSU still do not agree
with the removal of the AFUDC from plant-in-service, but to the
extent that it is removed, the associated depreciation that is
removed shall be based upon the Commission’s guideline rates.

Approval of the utility’s proposed adjustments reduces the
level of accumulated depreciation by $6,381 for water and $233,895
for wastewater. Our calculation of rate base including these
adjustments is included as Attachment B. The water and wastewater
rate base is shown on Schedules Nos. 1 and 3, respectively.
Adjustments to rate base are itemized on Schedules Nos. 2 and 4.
This docket shall remain open pending completion of the formal
hearing on the AFUDC/capitalized interest issue.

Based on the foregoing, it is

ORDERED by the Florida Public Service Commission that the
stipulation filed by Orange-Osceola Utilities, Inc. and Southern
States Utilities, Inc. attached hereto as Attachment A and by
reference incorporated herein, shall be approved. It is further

ORDERED that rate base for the former Orange-Oscecla
Utilities, Inc. facilities is hereby adjusted as set forth in
Attachment B, incorporated herein by reference. It is further
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ORDERED that this docket shall remain open.

By ORDER of the Florida Public Service Commission, this 25th

day of March, 1996.

BLANCA S. BAYO, Director
Division of Records and Reporting

(SEAL)

TV

NOTICE OF FURT R EVIEW

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, 2540 Shumard Oak Boulevard, Tallahassee,
Florida 32399-0850, 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 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
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 FLORIDA PUBLIC SERVICE COMMISSION

In Re: Application for Transfer of
Facfli®Te$S from ORANGE-OSCEOLA
UTILITIES, INC. to SOUTHERN STATES
UTILITIES, INC. in Osceola County,
including transfer of Certificate
No. 289-S, amendment of Certificate
No. 066-W for additional territory,
and cancellation of Certificate No.
335-W.

-

Docket No. 941151-WS

PROPOSED STIPULATION

COMES NOW, ORANGE-OSCEOLA UTILITIES, INC. (hereinafter "OOU")
and SOUTHERN STATES UTILITIES, INC. (hereinafter "SSU"), by and
through their undersigned attorneys, and pursuant to the provisions
of Section 367.071, Florida Statutes (1995) and Rule 25-30.037,
Florida Administrative Code ("F.A.C."); and files this Proposed
Stipulation, and in support thereof states as follows:

1. By Order No. PSC-95-1325-FOF-WS, dated October 31, 1995,
the Florida Public Service Commission approved the transfer of
OOU's water and wastewater utility facilities in Osceola County to
SSU by final action. Also included within that order was the
establishment of the net book value of the facilities as of
December 31, 1994, issued as Proposed Agency Action.

2 By Petition dated November 21, 1995, OOU protested Order
No. PSC-95-1325-FOF-WS, and requested a hearing pursuant to the
provisions of Section 120.57(1), Florida Statutes, on the issue of

the net bock value proposed under that order.
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3. SSU was granted intervention by the protest of Order No.

PSC-95-1325-FOF-WS by Commission Order PSC-96-0088-PCO-WS issued on
January 17, 1996.

—_— — -~

4. O0OU and SSU as protestants/farties to the ;;oposed
establishment of net book value in the transfer proceeding, are
concerned primarily with the issue of the AFUDC/capitalized
interest, one other issue related to proper retirement of assets,
and a nmthematicél error arising from the proposed removal of
AFUDC/capitalized interest. 00U and SSU have agreed to have the
hearing held on the AFUDC/capitalized interest matter separate and
apart from any other proceedings before the Public Service
Commission.

5. 00U and SSU hereby propose to stipulate to the establish-
ment and components of net book value for the OOU facilities as of
December 31, 1994, but for thé‘A%hDC/c;pitalized interest issue,
the two other retirement issues, and the mathematical error as
outlined in Exhibit A hereto. OOU and SSU further propose that the
Commission receive evidence and decide the AFUDC/capitalized
interest issue as the sole issue in this transfer Docket No.
941151-WS. OOU and SSU further propose that because the one issue
related to proper retirement of assets and the mathematical error,
as outlined in Exhibit A hereto, are relatively simple to verify

and review, those be taken up with consideration of this Stipula-

tion, or if that is not possible, that they be taken up for
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consideration and decided in the rate proceeding currently pending
— — . ~

for SSU in Docket No. 950435-WS.
6. SSU proposes to stipulate that it will not raise the

AFUDC/capitalized interest issne as an issue in Deccket No. 950495-

wWS.

WHEREFORE, OOU and SSU propose to stipulate with the Florida
Public Service Commission to all issues related to the ne£ book
value of the former OOU water and wastewvater facilities up through
the end of the period ended December 31, 1994, as established in
Order No. PSC-95-1325-FOP-WS with the exception of the AFUDC/capi-
talized interest and other adjustments outlined in Exhibit A heretc
provided the Florida Public Service Commission will hear ths
AFUDC /capitalized interest issye in this transler proceeding
separate and apart from the SSU rate case proceeding and will
consider the other adjustments cutlined in Exhibit A hereto, either
at the time of entering into this Stipulation or within the rate
case proceeding in Docket No. 950495-;§n

1
Respectfully submitted this,;ag? day of Pebruary, 1996; by:

ROSE, SUNDSTROM & BENTLEY SOUTHERN STATES UTILITIES, INC.
2548 Blairstone Pines Drive 1000 Color Place

Tallahassee, Florida 32.2301 Apopka, Florida 32703

(904) 877-6555 (407) BB0-0058

N

Matthew Feil, Zsquire
Attoraey for Scuthern States
Otilicties, Inc.

P< Marshall Deterding/ Esqui=z
Attorney for Orang ICGG%%}‘.
Utilities, Inc.
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CERTIFICATE OF SERVICE

1 HEREBY CERTIFY that a true and correct copy of the foregoing
was furnished by Hand Delivery to Tim Vaccaro, Esquire, Florida
Publ4c $ervice Commission, Division of Legal Services, Shumard
Oak Boulevard, Tallahassee, Florida 32399, this.ﬁ’_ day of
February, 1996.

—

F. Marshall Deterding, guire
./-

osceola\stipulat
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CESCAIPTICN ~EAAQROER —Ssuocy
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QBANGEQSCECLA UTILITIES INC,

SCHDULE OF WATES BATE BASE
—_ — -
OREBHFIICH BALANCE PER SSU PROPCSED BALANCE PER
Uity Plant in Service $ &7 3 AT
Land 16,828 16238
Accumutsted Deprecaton (1,690,565) 6381 (1)  (1,884.284)
Contributions-n-ait-of Congtrucicn (2,437, 298) (3,437 258)
_ CAC Amoruzaton 7T ™m.Im
TOTAL 3 _Ziwor 3 6381 S 2146418

EXP ANATICN

A Ta remove the difference beaween %hat partion of accumulated depraciation associated with the AFUCC /capitalized interest
remcved from utilty plant in servics based on the rates required by FPSC and ‘he rates actually

used by CCU cn heir socks (313)
"B Tomcmmwnmmmwmwammmmmmmuwm 6294
- e “TOTAL (1) [ =L}

2996 1157 AM

AUCITS5.XLS Sheem
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Page 1 of 4
— a— - . o
ORANGE-OSCEOLA UTILITIES, INC.
SCHEDULE OF WATER RATE BASE
As of December 31, 1994
BALANCE PER
ORDER NO. PBC- BTAFF BALANCE PER
DESCRIPTION = = e ADJUSTMENTS —BTAFF
Utility Plant in
S8ervice $6,477,383 N/A $6,477,383
Land $ 16,838 N/A $ 16,838
Accumulated
Depreciation ($1,690,665) $6,381 (1) ($1,684,284)
Contributions-
in-aid-of-
Construction ($3,437,298) - - N/A ($3,437,298)

CIAC Amortization S 773.779 N/A _$ 773,779

TOTAL ~$2,140,037 86,381 22,146,418
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Accumulated Depreciation
A. To remove accumulated depreciation
asscciated with plant retirements $ 6,894
B. To adjust the accumulated depreciation
associated with the AFUDC removed from
utility plant in service to reflect
the correct depreciation rates (s 513)

TOTAL (1) s 6,381
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Rage 3 of 4
ORANGE-OSCEOLA UTILITIES, INC.
BCHEDULE OF WASTEWATER RATE BASE
As of December 31, 1994
BALANCE PER
ORDER NO. PBC- BTAFF BALANCE PER
DESCRIPTION $5-1325-FOF-WS  ADJUSTMENTS ___STAFF

Utility Plant in
Service

Construction Work
In Progress

Land

Accumulated
Depreciation

Contributions-
in-aid-of-
Construction

CIAC Amortisation

TOTAL

$15,807,018

$ 315,687

$ 972,611

($ 4,718,583) -

($ 6,674,401)
-5:-1.418.973

N/A $15,807,018
N/A $ 315,687
N/A $ 972,611

$233,895 (1) (S 4,484,688)

N/A ($ 6,674,401)
N/A S 1,415,973

~2.7.118,303 £233,895 £.7.352,200
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Accumulated Depreciation
A. To remove accumulated depreciation
associated with plant retirements $ 198,578
B. To adjust the accumulated depreciation
associated with the AFUDC removed from
utility plant in service to reflect
the correct depreciation rates $ 35,317

TOTAL (2) $ 233,895
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