
BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In Re: Application f or Transfer 
of Cert i ficates Nos. 404-W and 
341-S in Orange County from Econ 
Utilities Corporation to 
Wedgefield Utilities, Inc. 

DOCKET NO . 960 235 -WS 

In Re: Application for 
Amendmen t of Certificates Nos . 
404-W and 341 - S in Orange County 
by Wedgefield Utilities, Inc. 

DOCKET NO. 960283 - WS 
ORDER NO. PSC- 96-1241 - FOF-HS 
ISSUED : October 7, 1996 

The f ollowing Commissio ners par ticipated in t he disposit ion of 
t his matter: 

SUSAN F . CLARK, Cha irman 
J. TERRY DEASON 

JOE GARCIA 
JULIA L . JOHNSON 

DIANE K. KIESLING 

ORDER APPROVI NG TRANSFER AND GRANTING 
N~ENDMENT OF CERTIFICATES TO INCLUDE ADDI TIONAL TERRITORY 

NOTICE OF PROPOSED AGENCY ACTION 
ORDER ESTABLISHING RATE BASE FOR PURPOSES 

OF THE TRANSFER 

BY THE COMMISSION : 

NOTICE IS HEREBY GIVEN by the Florida Public Service 
Commission that the action discussed herein regarding t he 
establishme nt of rate base for ourooses of the transfer is 
preliminary in na ture a nd will become f inal unless a person whose 
inter ests are substantially a ffected files a petition f o r a formal 
proceeding, pursuant to Rule 25 -22 . 0 2 9, Florida Administrative 
Code. 

Background 

On February 27, 1996, Wedgefield Util ities , Inc . (Wedgefie ld ) 
filed an application with this Commission for the transfer of 
Certificates Nos . 404 -W and 341 -S from Econ Utilities Corporation 
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(Econ ) to Wedgefield . 
J anuary 23, 1996, as a 
subs idiary of Utilities , 
service in Orange Co unty 

Wedgefield, which was incorporated on 
Florida corporation, is a wholly-owned 
Inc. Econ is a Class B utility providing 
t o approximatel y 725 customers. 

An interim closing of the tra nsfer occurred on February 8, 
1996, at which time operating records and ownersh i p doc uments were 
e xchanged. The fina l closing is scheduled to t ake place within t en 
days of this Commission ' s approval o f the transfer . We dge f i e ld has 
provided interim management of the utility s ystem pending approval 
o f the transfe r . 

On March 5, 1996, Wedgef i eld filed a n a pplicat ion for 
a mendment o f Cer tif i cates Nos. 404-W and 34 1 - S to include 
additio nal terri t ory i n Orange County . Wedgefield has requested to 
add three parcels c onsisting of a shopping center , the Bancroft 
Boulevard a rea and a community to be known as the Commons. 
Wedgefield is already serving the shopping center and the Bancroft 
Bouleva rd area. The Commons is a p lanned community of 400 single­
family homes. 

Econ has bee n serving the s hopping cent er and homes in the 
Bancrof t Boulevard area for about fifteen years. According to the 
applic a tion, those areas were inadvertently omi t ted when the 
ut ility filed the l egal descript i on for i t s initia l service area. 
Because Econ has been p roviding service t o the area without 
Commiss ion approval, it is in apparent violation o f Section 
367.045, Florida Statutes. The violat ion will be addressed la t er 
in this Order. 

Transfer Appl icat ion 

The transfer a pplica t i o n is i n c omplia nce wi th Section 
3 67 . 071 , Florida Statutes, and other pertinent statutes and 
administrative rules, except for the requirement to prov i de proof 
o f ownership of the land upon which the u tility's facilities are 
located, as required by Rule 25 - 30.037(1) (o) , Florida 
Administrative Code. Wedge f i eld shall file a recorded warranty 
deed showing ownership of the l and upon which the utility 
facilit i es a re located within 60 days o f t he date o f t h is Orde r. 

The a pplication included a f i ling fee in the a mount o f $3,000, 
i n accordance with the requirements of Rule 25-30 . 020, F lor ida 
Adminis trative Code . In addition, Wedgefield provided proof of 
compliance with the noticing provisions set forth in Rule 25-
30 . 030, Florida Administrative Code , i nc lud ing notice to t he 
customers o f the sys tem being transferred . No objections to the 
a ppl i cation have been r eceived and the time for fi l ing such has 
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expired. The territory served by Econ i s s hown on At tachment A of 
this Order, whi ch by reference is incorporated herein. 

As s tated previously, Wedgefield is a wholly-o~ned subsidiary 
o f Utilities, Inc., which was formed in 1965. Currently, 
Utilities, Inc. provides water and wastewater service to about 
150,000 customers in thirteen stace s, including Florida. Through 
its subsidiaries, Util icies , Inc . provides water and/or wastewacer 
service to approximate ly 30 ,000 custo mers in Florida. Utilities , 
Inc . focuses on ownership and operation of s mall systems , and 
provides centralized management, accounting and financial 
assistance co small utilit ies chat were common ly builc by 
development companies. Because Wedgefield will have the benefit of 
Utilities, Inc.'s extensive operat ing experience and financial 
resources , we believe that it has the technical and financ ial 
ability to assure cont inued service to the customers o f Econ. 

Accordi ng to t he Departmenc of Environmental Procection (DEP) , 
there are no outstanding notices of violation against Econ. 
However, in its application, Wedge field stated chat an e ngineering 
study of the water and wastewater systems conducted in 1995 
i nd i cated that several improveme nts wo uld be needed to maintain 
regulatory compliance and adequate service. Based on preliminary 
engineering estimates, Wedgefield has budgeted about $160,000 f or 
a new well and water softener, and $249,000 to improve the 
wastewater sys t em's percolation, equal ization and irrigat ion 
systems. 

Based on the foregoing, we find that the transfer of 
Certificates Nos. 404-W and 341-S f r om Econ to Wedgefie ld is in the 
public interest and it i s app r oved . Wedgefield shall file a copy 
of a recorded warranty deed as proof that it owns the land upon 
which the uti lity's f acilities are located within 60 days of the 
date o f this Order. Econ was unable to l ocate the original 
certificates; therefore , replacement certi ficates reflecting the 
c hange i n ownership wi ll be prepared and issued to Wedgefield. 

Rate Base 

According to We dgefield's transfer application, the proposed 
net book value of the combined water and wastewater syscems was 
$2,930,836, as of December 31, 1994. This a mount matches the rate 
base balance proposed by t he Commission's audit staff in 1995. The 
Commission staff recommended adjustments to the rate bases for the 
water and wastewater systems i ncluding removal o f unauchorized 
AFUDC ( a l lowa n ce- f or- funds-used - during-construction); 
reclassif i cation of expenses that s ho uld ha ve been charged to 
plant-in-service or construction-work-i n - progress; adjustments to 
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reflec t adop t ion o f g u ideline deprecia tion rates and amortization 
charges; and various adjustments required by prior Commission 
de c isio ns. 

Econ's books and records were also 
undocketed investigation to de termine whether 
The investigation disclosed that Econ was 
operating losses. 

audited .during an 
it was overearning. 
actually incurring 

Econ's rate base was last formally established by this 
Commission in Docket No. 840368-\"/S. According to Order No. 15459, 
issued on December 18, 1985, in that docket, Econ's rate base as of 
J une 30, 1984 was $236,777 for the water system and $422,507 for 
the wastewater system. Substantial used and useful r eductions were 
requi r ed i n that docket. 

Econ's records were audited by the Commission Staff in the 
i nstant docket to determine rate base (net book value) as of 
December 31, 1995. Using the audited balances for the calendar 
y ear ended December 31, 1994, which were subsequently ado pted by 
Econ, rate base was found to be $1,462,487 for the water system and 
$1 ,382, 904 for the wastewater system as of December 31, 1995. 
These rate bas e calculatio ns do not include used and useful 
reductio ns. Bec ause Ec on adopted a ll of the adjustments proposed 
i n the overearnings investigation, and amended its records 
accordingly, there are no further audit adjustments in this docket. 

Therefore, we find Econ ' s rate base for the water and 
wastewater systems t o be $1,462,487 and $1,382,904, respectively . 
Our calcula t ion s of rate base f or the water and wastewater systems 
are shown on atta ched Schedules Nos. 1 and 2, respectively. 

The r ate base c a l c ulatio ns are used purely to establish the 
net boo k value o f the property being transferred. These 
calculatio ns do not include the normal ratemaking adjustment of 
wo rking capital calculat i ons and used and useful adjustments. 

Acquisition Adiustme nt 

An acquisition adjustment results when the purchase price 
differs from t he original cost calculation. In this proceeding, 
the original c onstruction cost, $2,845,391, exceeds the initial 
purchase price, $545, 000, and the future payment. The future 
p ayment involves the payment by Yledgefield of ever y o ther service 
availabil i ty charge from propo sed development of the Commons to 
Ec on. 
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Ac cording to t he purchase ~greement, 50 percent o f e xpected 
proceeds from service availability charges for the Commons wi ll be 
given to Econ as additional payment for purchased asset s . The 
transfer should not , however, diminish the amount of contributions­
in-aid-of - construction (CIAC) that the u tility should record for 
ratemaking purposes. Because development of the Commons seems 
probable, our calculation of the anticipated acquisition adjustment 
includes a provision for proj ected CIAC equal to 50 percent o f the 
payments from the Commons community. Based upon the ut i lity' s 
plant capacity charges of $750 for water and $2,250 f o r wastewater, 
the added payment totals $600, 000 . Therefore, the acquisition 
adjustment resulting from the transfer is $1,700,391. 

The purc hase agreement also provides f o r increasing the 
purc hase price to i nclude any current and/or a ccrued customer 
a ccounts receivable balances and reducing the price for all assumed 
liabilities. A review of the interim closing statement indicates 
that the o pposing debits and credits are not maLe'r ial and are 
nearly offsetting. The assumed credits include customer deposits 
of $18,030 . For the purpose o f defining the approximate 
acquisition adjustment balance, the slight difference between the 
current assets and assumed liabilities is disregar ded. 

Although there is a substantial difference between the 
original construct ion cost and the purchase price, use d and useful 
adjustments have not been made . In the past, the calculation of 
rate base has included substantial used and useful reductions. In 
Docket No. 840368-WS, Econ's reported investment for its combined 
water and was tewater sys tems was $3,103,373, but t he approved r ate 
base amount was $659,280, due in large measure to used and use ful 
reductions. Also, in Docket No. 871208 - WS , a case that was 
ultimately set t led by a stipulation , the rate base reques ted by 
Econ was $745,593 for its water and wastewater systems. Rate base 
in that proceeding was found to be $564, 340. Both amounts inc luded 
substantial used and useful reductions. 

In the absence of extraordinary circumstances , it has been 
Commission pol icy that the purchase of a utility at a premium or 
discount shall not affect the rate base calculation. Considering 
the likely impact of used and useful adjustments for thi s utility, 
the circumstances in this instance do not appear to be 
extraordinary. Therefore, no acquisition adjus tment is inc luded in 
the rate ba se calculat ion. 
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Rates and Charges - Transfer 

The utility's approved rates and charges became effective 
January 13, 1995, pursuant to a price index rate adjustment. Rule 
25-9.044 (1), Florida Administrative Code, requires t he new owner of 
a utility to adopt and use the . rates, classifications and 
regulations o f the former owner unless authorized to c hange by this 
Commission. Wedgefield has not requested a change in the rates and 
charges and we see no reason to change them at t his time. 
Wedgefield shall continue to charge the rates and c harges approved 
in Econ's tariff unt i l aut horized t o change by this Commission in 
a subsequent proceeding. Wedgefield has filed a tariff reflecting 
the change in o wnership. The tariff shall be effective for service 
rendered or connections made on o r after t he stamped approva l date 
on the tariff sheets. 

Application for Amendment 

As stated previously, on March 5, 1996, Wedgefield filed an 
application for amendment of Certificates Nos. 404-W and 341-S to 
include additional territory i n Orange County . Except as discussed 
herein, the application is in compliance with Section 3 67.045, 
Florida Statutes, and other pertinent statutes and administrative 
rules. In particular, the applicat ion contains a filing fee in the 
amount of $2,000, in accordance with Rule 25-30.020, Florida 
Administrative Code. 

As discussed previously, Wedgefield has not provided evidence 
that it owns the land upon which the utility ' s facil ities are 
l ocated as required by Rule 25-30.036 (1) (d), Florida Administrative 
Code. This Order requires that Wedgefield file a copy of a 
recorded warranty deed showing proof of ownership of the land upon 
which the utility's facilities are l ocated within 60 days. 

Wedgefield has provided adequate service territory and system 
maps, as required by Rule 25-30.036(1) (e), ( f) and (I), Florida 
Administrative Code. However, the description of the territory 
that \~edgefield has requested to serve, which was provided with the 
application, contained discrepancies. The refore, Wedge field shall 
provide a corrected description of the territory it has requested 
to add to its service area within 30 days of the date of this 
Order. 

Wedgefield has provided proof of compliance with the noticing 
provisions of Rule 25-30.030, Florida Administrative Code, 
including notice to the customers in the proposed territory . No 
objections to the application have been received and the time for 
filing such has expired. 
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The t erritory which Wedgefield has requested to serve includes 
three parcels of land: a sho pping center , the Banc r oft Boulevard 
area, and a p roposed communit y known as the Commons. Econ has been 
providing ser vice to customers in the shopping cen ter and the 
Bancroft Boulevard area for about fifteen years. The t erritory was 
inadvertently omitted from its ser vice area when the original 
certificates were granted. The Commons i s currently undeve l oped, 
but about 400 single-family homes are tentatively planned f o r the 
area . 

From informat ion provided with the app l ication , it appears 
that Wedgefie l d has the financial and technical a b i lity t o provide 
ser vice to the additional t e rritory. The utility has been 
providing s e rvice to a portio n o f the requested territory for about 
fi fteen years. There are no other ut ilities in the area who could 
provide service to the addi t ional t erritory. Based on the 
f oregoing, we find that i t i s in the public interest to grant 
Wedgefield's request to'amend Certificates Nos. 404-W and 341-S to 
i ncl ude the addit i onal territory in Orange County . Wedgefield 
shall file a corr ected descriptio n of the addit iona l t erritory 
within 30 days of the date o f this Order. As stated previously, 
Wedgefield has been unable to locate t he original certificat es. 
Accordingly, repla cement certificates will be issued reflecting t he 
a d ditional territory. We dgefield has filed r evised tariff she ets 
reflecting t he a mendment. 

Show Cause 

As stated previously, Econ i s i n apparent violation of Section 
367.04 5, Florida Sta tutes, which states, in part, t hat • [a] utility 
may not delete or e x tend its service outside t he area described in 
its certificate of authorization until it has obta ined an amended 
certi f icate o f authorization from the commission• Econ has been 
providing water a nd wastewa ter service to a shopping center and the 
Bancroft Boulevard area f or approximate l y 15 y ears wi thout app roval 
o f the Commissi o n . Such action is ' willful ' in t he sense intended 
by Section 367. 161, Florida Statutes. Section 367 . 161 , Florida 
Statutes, aut ho rizes the Commission to assess a penalty of not more 
than $5,000 f o r each offense, if a u ti lity is found to have 
k nowi ngly refused to comply with, or to have willfully violated any 
provision o f Chapt e r 367, Florida Statutes. In Order No. 24306, 
issued April 1, 1991 , i n Docket No. 89 0216 -TL, t itled In Re : 
Investigation into the Proper Application o f Rule 25-14.003 , 
Florida Administrative Code. Rela ting t o Tax Savings Refund for 
1988 and 1989 fo r GTE Florida, Inc. , the Commission, having f ound 
that the company had not intended to violate the rule, nevertheless 
fo4nd i t . appropriate t o order it to s how c ause why i t should not be 
fined~ stating that ''[ i]n our view ~ ' wil lful' implies an intent to 
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do a n act, and this is dist inct from a n i ntent t o violate a statu t e 
or rule." l£L. at 6. 

Econ's failure to obtain Commiss i on approva l prior t o 
extending its servi ce area appears to be due to a n oversight. When 
the utility was first certificated, the description of the service 
area submitted with its application and approved by this Commission 
inadvertently omi tted an area within which lines had been installed 
and s ervice provided for some t ime. It s hould also be no t ed tha~ 
revenues from the area in question have been i nc l uded in two 
subsequent rate cases. The area includ e s a shopping c e n t er a nd a 
strip of lots o n the west side of Bancro ft Boulevard. The omission 
was discovered during negotiations f o r the sale o f the utility to 
Wedge f ield. 

Although Econ failed to obtain prior approval to serve t he 
sho pping center a nd the a rea along Bancroft Bou levard, we do not 
believe t hat the v iolation of Section 36 7 . 045 , Fl orida St atutes , 
rises in these ci r cumstances to the level o f warranting initiat ion 
o f show cause proceedings. An applicat ion for an ame ndment o f t he 
utility's service area was filed immediately upon discovering t he 
omission. The refore, we wi l l not order Econ to show c ause for 
f ai l i ng t o obtain Commission approval p r ior to serving the area i n 
q uestion. 

Rates and Charges - Amendment 

As discussed previously in this Order, Econ's current rates 
were approved pursuant to a price index r ate adjustment and became 
e f fective o n J anuary 13 , 1995. Wedgefield s hall charge the 
customers in the additional territory the ra tes ·and charges 
approved i n Econ' s tariff until authorized to change by this 
Commission in a subsequent p roceeding. 

It i s, therefore, 

ORDERED by the Florid a Public Service Commission that the 
transfer o f Cer tificat es Nos . 404-W and 341-S f rom Econ Utilitie s 
Corpo ration , 1301 West Copan Road, Pompano Beach , Florida 33061, 
t o Wedgefield Utilities , Inc. , 200 Weathersf ield Avenue, Al tamonte 
Springs , Florida 32714, is hereby appr oved. I t i s fur t her 

ORDERED tha t Wedgefield Uti l it i es, Inc. sha l l f i l e a r e corde d 
war r ant y deed as proof that i t owns the land upo n which t he 
utility's facil i ties are located within 60 days of the date of t h is 
Order. It is further 
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ORDERED t hat rate base for Econ Uti lities Corporation, wh ich 
for transfer purposes reflects the net book value, i s $1,462,487 
for t he water s ystem and $1,382,904 for the wa stewater system. I t 
is further 

· ORDERED that Wedgefield Utilit i es, Inc . shall continue to 
c harge the rates and charges approved in Econ Uti l ities 
Corporation's tariff until authorized to change by this Commission 
in a subsequent proceeding . The tariff shall be effect i ve for 
service rende r e d or connections made on or after- the stamped 
approval da te on the tariff sheets. It is further 

ORDERED that Wedgefield Utilities, Inc .' s request to amend 
Certific a tes Nos. 4 04 - W and 341-S to include additional territory 
in O!ange County is hereby approved. It is further 

ORDERED that Wedgefield Utilities, Inc. s hal l file a corr-ected 
description of the add itional terri t ory within 30 days of the date 
of this Ord e r-. It is further 

ORDERED that Wedge field Utilities, I nc. s hall char-ge t he 
customers in t he additiona l terr1tory the r ates and charges 
approved in Eco n Utilities Corporation • s tariff until authorized to 
change by thi s Commission in a subsequent proceeding. It is 
further 

ORDERED that the prov1 s1ons o f this Order, issued as proposed 
agency action , shall become final and effective un l ess an 
appropriate petition, in the form provided by Rule 25-22.036, 
Florida Administrative Code , i s received by the Director, Division 
of Reco rds and Reporting, 2540 Shumard Oak Boulevard, Tal lahassee, 
Flo rida 32399-0650, by the close o f business on the date set f o rth 
in t he "Notice o f Further Proceedings or Judicial Review " attached 
hereto. It is further 

ORDERED that in the event this Orde r becomes fina l, these 
Dockets s hall be closed. 



ORDER NO . PSC - 96 - 124 1 - FOF -WS 
DOCKETS NOS . 960235 -WS , 960283 - \~S 
PAGE 10 

By ORDER o f t he Flo r ida Public Service Commi ssion, this ~ 
day o f Oc t obe r , 1996. 

BLANCA S. BAY6, Direc t o r 
Div ision of Records and Report i ng 

( S E A L ) 

ALC 

Commi s sioner J. Te r ry Deason di s sented in t he Commission ' s 
decision in t his d ocket wi th the following o pinion: 

I re s p e c tful l y d i s sent from the majority ' s dec isio n to igno re 
the ne gative a cquis i tion a djustment (NAA ) created by the sale of 
Econ Ut ilities t o Ut i lities, I nc . Fu r t h e rmore , I d i s sent f r om that 
po rt ion o f the d e c isi o n determin i ng t he new owners' actu a l 
investment i n the a cquired assets o f Econ Ut i lities , I nc. 

Th e NAA r e s ulting f r o m t his t r a n s a c t ion is especia l ly 
t r o ublesome due b o th t o t h e ma gni t ude o f it a s well a s t h e basis 
fo r i gno ring it . Our s taff has recommended that the r a te base o f 
$2 ,845 , 3 91 be recogni zed f or ratemaki ng purpos es even t hough 
Utilities , Inc . presently has only $54 5 ,00 0 investe d i n this 
compa ny . Appare n t ly t he purc hase a gree me nt requires that the buyer 
remit qua r t erly t he plan t c apac ity c harge fo r e v e ry ot he r 
connection o f t he pla n t c apacity c harg e s f or e v ery c onnec t ion o f a 
po s s ible ~ developme nt o f u p to 4 00 s i ngl e family ho mes. 
Despi te the contingency o f t he payment require me nt s the f ull a mount 
o f the p a yments through bui l dou t have b een a dded to the buyer's 
i nvestment basis f o r p urpo ses o f calculat i ng the NAA . 

Wi t h r e gard to t he Nk~, I s ho uld sta te my basic posit ion that 
the a ppro priate regulatory appro a c h i s to squarely p l ace t he bu rde n 
o n t he company t o just i fy why the purc haser ' s a c t ua l investment 
should not be u t i l i z ed i n s et ting r ates. When the ut i li t y 
investment leve l exceeds the o riginal cost o f the a s sets (posit i v e 
a cquis i tio n adj ustmen t ) , the burden o f proof concept would st i l l 
requi r e the utility to j u s tify the i mposi t i o n of addit i onal cos t s 
o n the c ustomers . There is no expl i c it po sitive acquisi t ion 
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adjustment issue here. I make the point in order to complete the 
theoretical framework that I bel1eve is most fair. I continue to 
adhere to the proposition that our policy improperly relieves the 
utili ty of its burden of proof in cases where negative acquisition 
adjustments result. However, I will also address my concerns with 
the application of the Commission's existing policy. 

In the instant case the only rationale advanced for ignoring 
the NAA is that used and useful determinations have historically 
yielded lar ge disallo wances for non-used and useful assets. Under 
the Commission's traditional ratemaking approach this usually is a 
product of the initial developer's decision regarding the sizing of 
the utility - - especially the distribution assets. Traditionally 
concepts of used and useful and ratemaking recognition of NAA have 
never been considered together. I believe this is for good reason. 
Theoretically, the NAA impact on rate base functions as a source of 
funds. Thus , to the extent that a used and useful adjustment is 
made, the proportionate NAA applicable to the non-used and useful 
assets follows those assets. To confuse the concepts the way the 
majority has done does not make ratemaking sense -- even in the 
context of the Commission policy to ignore all acquisition 
adjustments absent extraordinary circumstances. 

Here, the staff recommends that the "likely impact of used and 
useful adjustments" be recognized to negate the existence of 
extraordinary circumstances. I do not understand the majority's 
adoption of this rationale. There is no discussion of exactly wha t 
extraordinary circumstances may exist. ' The existence o f the used 
and useful adjustment should not constitute a basis for ignoring 
whatever extraordinary circumstances may e xist. If the shoe was on 
the other foot and a positive acquisition adjustment was being 
requested, it hardly seems likely that historically low used and 

'Under the current Commission policy, the Commission does not 
place the burden of proof on the utility to identify extraordinary 
circumstances. The only "burden" is on the utility to identify 
such circumstances if they want the acquisition adjustment 
recognized . Predictably, very few applicants ask for the 
Commission to grant them a lower earnings base in the case of a 
NAA. Under these circumstances , t:he Commission cannot make a 
determination of the existence of extraordinary circumstances. I 
t is interesting to note that the application makes note of some 
$409,000 (or 14% of the prior owner's book value) in needed 
improve ments. whether these are indicative of below standard 
operation by the seller is unknown under the procedural posture of 
this case. Appropriately, of course, this portion of the decision 
is a Proposed Agency Act:ion. 
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useful allowances would be r aised as a reason to defeat the 
granting of a larger rate base. Unless the used and useful issue 
impacts the "extraordi nary circumstances" concept, the symmetry or 
"two- way street" underpinning the present pol icy wou ld be seriously 
undermined . Furthermore, to the extent the two concepts are 
linked, any c hange in the used and useful determination in future 
rate cases would require that the propriety of ignoring the 
acquisition adjustment be revisited . 

Turning to the determinat ion of the NAA, I have a concern 
abo ut its calculat ion . I believe that, at a m~n1mum, the 
contingent payments for future connections should be disco unted to 
represent the time value of the money. Preferably, recognition 
should be give n to the contingent payments only when made, 
consistent with the need to establish a reasonable estimation o f 
the owner's true inves tment. 

The majority's assumpt ion that all 4 00 connections will occur 
igno res the fact that t hey will a lmost certainly not occur a nytime 
soon. The application filed by the utility even states that The 
Commons " has not been designed as yet" (Exh. D,H) ; that "the only 
a rea where l ines have not been installed is that area r eferred to 
as ' The Commons' " [and] "there is no definite plan for insta l l i ng 
the lines" (Exh . M); and, final l y, that " there are no defin i te 
plans to develop the Commons at the present time" (Exh.R) . Clearly 
the re is some doubt as to the proba bility, certainty and 
measurability of this aspec t of the future consideration. 

The $600,000 figure representing future connections was 
calculated by multiplying half of the 400 projected connections in 
The Commons by t he current plant capacity charges . ll a ll the 
connections are made and if made at the current tariffed r ate, then 
the true cost in t oday•s dollars will be significantly less . Wha t 
that amoun t should be, I cannot say at this time . Ho wever, even 
based on the most opt i mistic assumptions of a full build-out, the 
$600,000 appears overstated. Under these circumstances, I am not 
cer tain that our d e termination of the buyer's investment comports 
with g e ne rally accepted accounting principles . 

In s um, I would r ecognize the acquisition adjustment a bsent a 
s howing by the buyer that i ts return shoul d be based on anyth ing 
other than its investment in the ut ility . Furthermore, I also 
question the amount of that investment due to t he contingent nature 
of the payment s re l ated t o the possible Commons development . It 
wo uld be preferable to update the calcul ation o f the adjustment as 
it becomes more certain . If it is appropriate to give f u ll 
recognition to the full level of p a yments , then the contingent 
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purchase portion o f the buyer' s "investment" needs to be 
discounted. 

(Note : The exhibits mentioned in this dissent refer to exhibits 
contained in the application.) 

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 he aring o r judicial review of Commissio n o rders that 
is available under Sections 120 .57 o r 120.68, Florida Statutes, as 
well as the procedures a nd t ime limits that apply. This notice 
should not be construed to mean all requests for an administ rative 
hearing or j udicial review will be granted o r result in the relief 
sought. 

As identified in the body o f this order, our actio n 
establishing rate base for purposes o f the transfer is prel iminary 
in na t ure a nd will not become effective or final, e xcep t as 
provided by Rule 25-22.02 9 , Florida Admini strative Code. Any 
person whose substantial i nterests are affected by the action 
proposed by this order may file a pet it ion for a formal proceeding , 
as provided by Rule 25-22.029(4), Florida Administrative Code , in 
the form provided by Rule 25 - 22". 036 (7) (a) and (f), Florida 
Administrative Code. This pet1t1on must be received by the 
Director, Division of Records and Reporting , at 2540 Shumard Oak 
Boulevard, Tallahassee, Florida 32399-0850, by the c l ose of 
business on October 28 . 1996. In the absence of such a petition, 
this o rder shall become effective on the date subsequent to the 
above date as provided by Rule 25-22.029(6), Fl o rida Administrative 
Code . 

Any objection or protest filed in this docket before t he 
issuance date of this order is considered abandone d unless it 
s atisfies the foregoing conditions and is r e newe d wi t h i n the 
specified protest period. 

I f the relevant portion of this o r der becomes final and 
effect i ve on the date described above, any party adversely affected 
may request judicia l review by t he Florida Supreme Court in the 
case o f an electric, gas or telephone utility or by the First 
District Court of Appeal in the case of a wate r or wastewater 
utility by filing a not i ce o f appeal with the Di r ector, Division o f 
Records and Reporting and fi l ing a c opy o f the notice of appeal and 
the filing fee with the appropriate court. This filing mus t be 
completed within t hirty (30) days of t he effec t i ve date of this 



ORDER NO. PSC-96-1241 - FOF-WS 
DOCKETS NOS. 960235 - WS, 960283-WS 
PAGE 14 

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. 

Any party adversely affected by the Commission's fi11al 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 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 t o 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 Appel late Procedure. 
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ATTACHMENT A 

ECON UTILITIES CORPORATION 

TERRITORY DESCRIPTION 

The following described land s l ocated in portions of Sections 1 and 
12, Township 23 South, Range 32 Ea st, Orange County, Florida: 

SECTION l 

The Southwest 1/4 o f said Section 1 and the Southeast 1/4 of said 
Section 1 LESS AND EXCEPT that portion lying No rtheast of State 
Road 520. 

SECTION 1. 2 

The North~ of said Section 12. 
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ECON UTILITIES CORPORATION 

SCHEDULE OF WATER BATE BASE 

AS OF 12/31/95 

Balance per 

SCHEDULE NO . 1 

Description Utility Adjustment 
Balance Per 
Commission 

Utility Plant in Service 
Land 
Accumulated Depreciation 
CIAC 
Accumulated Amortization 

Totals 

$2,615,949 
2,007 

(727. 428) 
(554 , 441) 
126,400 

~1,462,487 

so 
0 
0 
0 
0 

~ 

$2,615,949 
2,007 

(727. 4"!18) 
(5 54, 441) 
126,400 

SL462 1 467 
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ECON UTILITIES CORPORATION 

SCHEDULE OF WASTEWATER RATE BASE 

AS OF 12/31/95 

Balance Per 
Description Utility Adj ustment 

Utility Pl.ant in Service $3,997,599 so 
Land 96,500 0 
Construction Work 
In Progress 330' 893 0 
Accumulated Depreciation (1, 92 6,905) 0 
CIAC (1,560 , 842 ) 0 
Accumulated Amortization 445 , 659 0 

Totals a.~a2 ,904 i!l 

SCHEDULE NO. 2 

Balance Per 
Commiss ion 

$3,997,599 
96,500 

33 0,893 
(1, 926, 905) 
(1,560,842) 

445,659 

~1, 382,~ 




