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FEDERAL EXPRESS

Ms. Blanca Bayo, Director

Division of Records and Reporting 9702 (10- WS
Florida Public Service Commission

2540 Shumard Qak Boulevard

Tallahassee, Florida 32389-0850

Re: Application for Affirmation and Exercise of Jurisdiction by the Florida
Public Service Commission; Amendment of Certificate Nos. 236-W
and 179-S; Establishment of Rate Base for Facilities Transferred,
Approval of the Applicability of Rates, Charges, Classifications, Rules
and Regulations, and Service Availability Policies; Confirmation of
Inclusion of Land and Facilities in a Single Utility System; and
Approval of a Limited Proceeding to Adjust Rates in St. Johns Ccunty,
Florida

Applicant.  United Water Florida Inc.
1400 Milicoe Road
Jacksonville, FL 32239

Persons to Contact: James L. Ade/Scott G. Schildberg
Martin, Ade, Birchfield & Mickler, P.A.
One Independent Drive, Suite 3000 =
Jacksonville, FL 32202 o

o

Dear Ms. Bayo:

‘-1'I‘i‘r¢

_IC

United Water Florida Inc. ("United Water Florida”™) hereby files its Apﬁlmatt'ﬁn for-:
Affirmation and Exercise of Jurisdiction by the Florida Public Service Commission;”
Amendment of Certificate Nos. 236-W and 179-S; Establishment of Rate Base forFagifities
Transferred; Approval of the Applicability of Rates, Charges, Classifications, Rules and
Regulations, and Service Availability Policies, Confirmation of Inclusion of Land and
Facilities in a Single Utility System; and Approval of a Limited Proceeding to Adjust Rates
in St. Johns County, Florida.
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Ms. Blanca Bayo, Director
February 18, 1997

Page 2

Accordingly, please find enclosed the following:

b.

An original Application.
Twelve (12) copies of the Application.

A check payable to the Florida Public Service Commission in the
amount of $2,000.00 for the filing fees for water and wastewater

An original and two (2) copies of the proposed tariff sheets.

A copy of Certificate Nos. 236-W and 178-S. The original certificates
have been filed in another docket.

A computer diskette containing the legal description of the requested
additional service area.

Please file the originals and distribute the copies in accordance with your usual
procedures. If you have any questions or comments in connection with this matter,
please do not hesitate to call.

SGS:dws
Enclosures

Sincerely yours,

ARG iy

Scott G. Schildberg

cc.  Mr. David E. Chardavoyne
Mr. Robert A. Gerber
Mr. Richard A. Hensch (w/o enclosures)
Mr. Munipalli Sambamurthi
Michael A. Walters, Esquire

MARTIN, ADE. JIRCHFIELD & MICHLER, P A
SACKSONVILLE FLORIDA 32201




BEPORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Application by United
Water Florida Inc. for Amendment
of Certificate Nos. 236-W and
179-8 and a Limited Proceeding to
Adjust Rates in St. Johns County,
Florida

DOCKET NO.:

DATE SUBMITTED FOR FILING:
Eebruary 18, 1927

T T i

APPLICANT

United Water Florida Inc.
1400 Millcoe Road
Jacksonville, Florida 322235

BERSONS TO CONTACT

James L. Ade/Scott G. Schildberg
Martin, Ade, Birchfield &
Mickler, P.A.
3000 Independent Square
Jacksonville, Florida 32202
(904) 354-2050




BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Application by United Water )
Florida Inc. for Amendment of )
Certificate Nos. 236-W and 179-S )
and a Limited Proceeding to Adjust )
Rates in St. Johns County, Florida )

)

APPLICATION
FOR AFFIRMATION AND EXERCISE OF JURISDICTION BY
THE FLORIDA PUBLIC SERVICE COMMISSION;
AMENDMENT OF CERTIFICATE NOS. 236-W AND 179-8;
ESTABLISHMENT OF RATE BASE FOR FACILITIES TRANSFERRED;
APPROVAL OF THE APPLICABILITY OF RATES, CHARGES, CLASSIFICATIONS,
RULES AND REGULATIONS, AND SERVICE AVAILABILITY POLICIES;
CONFIRMATION OF INCLUSION OF LAND AND
FACILITIES IN A SINGLE UTILITY SYSTEM;
AND APPROVAL OF A LIMITED PROCEEDING TO ADJUST RATES
IN ST, JOHNS COUNTY. FLORIDA

United Water Florida Inc., a Florida corporation formerly
known as Jacksonville Suburban Utilities Corporation (hereinafter
sometimes referred to as "United Water Florida" or "Applicant"),
hereby makes application to the Florida Public Service Commission
(hereinafter sometimes referred to as the "Commission®”) for the
affirmation and exercise of the Commission’s jurisdiction over
United Water Florida and the water and wastewater facilities of
Sunray Utilities-St. Johns, Inc. {(hereinafter sometimes referred to
as "Sunray" or “Sunray-St. Johns"); the amendment of Certificate
Nos. 236-W and 179-S to include certain territory located in St.
Johns County, Florida, in United Water Florida's certificated
gervice area; for the establishment of the rate base for the water
and wastewater facilities to be transferred from Sunray to United
Waterworks Inc. (hereinafter sometimes referred to as "“United

Waterworks”), and from United Waterworks to United Water Florida;




for the approval of the inclusion of guch rate base (i,e., the Net
Book Value of the Purchased Assets, as both are defined in the
Agreement of Purchase and Sale) in the rate base of United Water
Florida; for approval of the application of (i) United Water
Florida's rates, charges, classifications, rules and regulations,
certain service availability charges, and service availabilicy
policies, and (ii) certain of Sunray’'s service availability
charges, to the customers located or to be located in Sunray's
current service area; and for confirmation of the inclusion of
Sunray’s land and facilities (hereinafter sometimes referred to as
wSunray’s Facilities”) in United Water Florida’s single utility
system.

Applicant hereby requests that the approval and disposition of
this Application be conducted in the form of a limited proceeding
pursuant to Section 367.0822, Florida Statutes (1995); and
Applicant submits the following information in an original and
twelve (12) copies:

General Information

1. The full name, address, and telephone number of Sunray

are as follows:
Sunray Utilities-St. Johns, Inc.
501 Centre Street
Fernandina Beach, Florida 32035-4218
(904) 261-2918

The mailing address of Sunray is P. O. Box 1708, Fernandina
Beach, Florida 32035-4218.

Sunray Utilities, Inc. (hereinafter sometimes referred to as
“Sunray Utilities”) is a Florida corporation which was incorporated
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on April 1, 1987. Sunray-St. Johns has offices located in
Fernandina Beach, Florida. Sunray-St. Johns was incorporated on
December 20, 1990. Sunray-St. Johns is a wholly-owned subsidiary
of Rayonier, Inc. (hereinafter sometimes referred to as
“Rayonier”) .

2. Sunray Utilities was issued Certificate Nos. 502-W and
436-S to serve in Nassau County in Order No. 19392, Docket No.
870649-WS, and Certificate Nos. 504-W and 438-S to serve in St.
Johns County in Order No. 19428, Docket No. 870539-WS.  Sunray
Utilities provided water and wastewater service in St. Johns County
pursuant to Certificate Nos. 504-W and 438-5. St. Johns County
subsequently reacquired local jurisdiction over private water and
wastewater utility systems in St. Johns County whose service does
not transverse county boundaries.

As noted in Order No. 24398, Docket No. 910166-WS:

In recognition of the jurisdictional transfer,
and the prospect of being regulated by two
different entities, in November, 1990, Sunray
[Utilities] reorganized into two separate
corporations, Sunray Utilities-St. Johnse, Inc.
and Sunray Utilities-Nassau, Inc. On February
18, 1991, Sunray Utilities filed a petition
for this Commission to recognize and
acknowledge its corporate reorganization.

In Order No. 24398, the Commission acknowledged the corporate

reorganization and the regsulting name changes.

Sunray-St. Johns is providing water and wastewater utility
service in St. Johns County, Florida, pursuant to Franchise

Certificate Nos. 7 and 8 (hereinafter sometimes referred to as the

“Franchises”), issued by the St. Johns County Water and Sewer




Authority (hereinafter sometimes referred to as the "Authority®),
from one water treatment facility and one wastewater treatment
facility.

3. The full name, address, and telephone number of United
Water Florida are as follows:

United Water Florida Inc.
1400 Millcoe Road
Jacksonville, Florida 32225
(904) 725-2865

The mailing address of United Water Florida is P. O. Box 8004,
Jacksonville, FL 32239.

United Water Florida is a Florida corporation incorporated on
June S, 1937, with offices located in Jacksonville, Duval County,
Florida. United Water Florida is a wholly owned subsidiary of
United Waterworks. United Water Florida provides water and
wastewater utility service in Duval, Nassau, and St. Johns Counties
pursuant to Certificate Nos. 236-W and 179-8 (hereinafter sometimes
referred to as the “Certificates”).

4. The full name, address, and telephone number of United
Waterworks are as follows:

United Waterworks Inc.
200 Old Hook Road
Harrington Park, New Jersey 07640
(201) 784-9424

United Waterworks is a Delaware corporation incorporated on
June 1, 1970, with its principal offices located in New Jersey.
United Waterworks is the parent company of United Water Florida.

5. The full name, address, and telephone number of the

individuales to contact concerning this application are as follows:




James L. Ade/Scott G. Schildberg
Martin, Ade, Birchfield & Mickler, P.A.
3000 Independent Square
Jacksonville, Florida 32202
(904) 354-2050
6. The Commission has authorized United Water Florida to
provide water and wastewater service in three neighboring counties.

(a) United Water Florida provides water and wastewater
service in Duval County from twenty (20) separate water facilities
and seven (7) separate wastewater facilities located in Luaval
County pursuant to Certificate Nos. 236-W and 179-5.

(b) United Water Florida provides water and wastewater
service in St. Johns County from eight (8) separate water
facilities and three (3) separate wastewater facilities located in
St. Johns County pursuant to Certificate Nos. 236-W and 179-S,

(c} United Water Florida provides water and wastewater
service in Nassau County from one (1) separate water facility and
two (2) separate wastewater facilities located in Nassau County
pursuant to Certificate Nos. 236-W and 179-S.

(d) United Water Florida‘s facilities and land are func-
ticnally related and comprise a single utility system whose service
transverses county boundaries.

T United Waterworks owns or controls only one other utilicy
system in Florida. The other utility system is owned by United
Water South Gate Inc., a subsidiary of United Waterworks, and is

located in Sarasota County, Florida. United Water Florida does not

own any utility system other than its own system.




8. On August 21, 1996, Sunray and United Waterworks entered
into an Agreement of Purchase and Sale {hereinafter sometimes
referred to as the "Agreement") concerning the intended purchase by
United Waterworks of the water and wastewater franchise
certificates of Sunray, the water and wastewater systems and
utility facilities owned and operated by Sunray, and certain other
assets to be transferred in connection therewith (which franchise
certificates, systems, facilities, and assets are referred to in
the Agreement and are hereinafter sometimes referred to as the
"Purchased Assets"). The Agreement also provides for the
transfer of the Purchased Assets from United Waterworks to United
Water Florida as a contribution to the capital of United Water
Florida. A copy of the Agreement is attached hereto as Exhibit A-
2.

9. United Water Florida currently is operating Sunray's
Facilities pursuant to an Operations and Management Agreement
(hereinafter sometimes referred to as the "Operations and Manage-
ment Agreement”) entered into on August 21, 1996, by United Water
Florida and Sunray, a copy of which is attached hereto as Exhibit
A-3,

10. United Water Florida, United Waterworks and Sunray have
submitted to the Authority (i) a Joint Application for Transfer of
Water Certificate No. 7 and Utility Facilities from Sunray
Utilities-St. Johns, Inc., to United Water Florida Inc., and (ii)
a Joint Application for Transfer of Wastewater Cerctificate No. B

and Utility Facilities from Sunray Utilities-st. Johns, Inc., to




United Water Florida Inc. (hereinafter sometimes referred to as the
“"County Applications”).

11. United Water Florida represents that, following the
approval of the requests in the County Applications by St. Johns
County and in this Application by the Commission and the transfer
of the Purchased Assets to United Water Florida, United Water
Florida will own, maintain, and operate the Purchased Assets in
accordance with Florida law and, that United Water Florida will
fulfill the commitments, obligations, and representations of Sunray
with regard to utility matters.

12. In connection with the foregoing, Applicant hereby re-
quests that the Commission:

(a) Affirm that it has jurisdiction over United Water
Florida and Sunray’s Facilities and exercise such jurisdiction.

(b) Amend Certificate Nos. 236-W and 179-8 to include
the service area of Sunray in United Water Florida's certificated
service area.

(¢) Determine the rate base of Sunray’'s Facilities in
accordance with the formula set forth in the Agreement.

(d) Approve the contribution by United Waterworks of the
Purchased Assets to the capital of United Water Florida, and
approve the inclusion of Sunray’'s rate base (i.e., the Net Book
value, as defined in the Agreement, of the Purchased Assets) in
United Water Florida's rate base.

(e) Approve the application of (i) United Water

Florida’'s water and wastewater service rates, charges, classifica-




tions, rules and regulations, and certain service availability
charges and service availability policies and (ii) certain of
Sunray’'s service availability charges, to Sunray's existing
customers and service area, effective as of the closing date
provided in the Agreement.

(£) Confirm that the addition of Sunray's Facilities to
United Water Florida‘s facilities and land (i) will result in
Sunray’'s Facilities becoming a part of United Water Florida‘s
functionally related facilities and land, and (ii) will result in
Sunray’s Facilities becoming a part of United Water Florida‘s
single utility system whose service transverses county boundaries.

(g) Conduct the proceeding concerning the Application,
including the establishment of rates and charges, in a limited
proceeding as provided by Section 367.0822, Florida Statutes
(1995).

(h) Implement the approval of this Application by
approving the tariff sheets submitted with this Application as

Exhibits A-17 and A-18.
History of Commission

Jurisdiction in St. Johns County

13, On July 25, 1985, the Board of County Commissioners of
St. Johns County (hereinafter sometimes referred to as the “Board”)
adopted Resolution No. 85-106 declaring that St. Johns County was
subject to the provisions of Chapter 167, Florida Statutes, th.reby

establishing the jurisdiction of the Commission over private water

and wastewater utility companies in St. Johns County.




14. On September 26, 1989, the Board adopted Resolution No.
89-214 rescinding the jurisdiction of the Commission in St. Johns
County.

15. On December 20, 1989, the Commission issued Order No.
22330 acknowledging the resolution by the Board rescinding the
jurisdiction of the Commission over private water and wastewater
utility companies whose systems were located exclusively in St.
Johns County.

16. Section 367.171, Florida Statutes, provides that a county
by ordinance or resolution may rescind any prior ordinance or reso-
lution imposing Commission jurisdiction over private water and
wastewater utility companies and thereby exclude itself from the
provisions of Chapter 367, Florida Statutes, except that the county
may not exclude itself from Section 367.171, Florida Statutes.

17. Section 367.171(7), Florida Statutes (1995), provides, in
part, as follows:

(7) Notwithstanding anything in this section
to the contrary, -

clusive jurisdiction over all utility systems

whether the counties involved are juriadic:
tional or nonjurisdictional . . . . (Emphasis
added) .

18. The Florida Legislature enacted Section 367.171(7), Flor-
ida Statutes, to provide efficient and economical regulation for
utility companies that provide service in two (2) or more counties.
In providing for a single regulatory authority to exercise juris-

diction over utility systems whose service transverses county boun-

daries, the Legislature properly focused judicial determination on




the service, not the physical systems, transversing county boun-
daries. Section 367.171(7), Florida Statutes, specifically grants
to the Commission jurisdiction over systems which provide service
across county boundaries. The term "System® is defined as:
(Flacilities and land used or useful in pro-

viding service and, upon a finding by tka com-
mission, may include a combipmation of func-

. (Em-
phasis added) .
Section 367.021(11), Florida Statutes (1995).

19. On April 8, 1991, in response to United Water Florida's
Petition for Declaratory Statement Relating to Jurisdiction of the
Florida Public Service Commission, which asked the Commission to
determine whether the Commission had exclusive jurisdiction over
the water and wastewater facilities owned and operated by United
Water Florida in Duval, Nassau, and St. Johns Counties (hereinafter
referred to as the "Petition"), the Commission issued Order No.
24335, which stated that "the water and wastewater servicea of
(United Water Florida Inc. in]... St. Johns County are subject to
the exclusive jurisdiction of this Commission." The Order further
stated that "[elxclusive Jjurisdiction resides within this
Commission pursuant to Section 367.171(7) to regulate (United Water
Florida‘’s]... water and wastewater services in St. Johns, Duval,
and Nassau Counties." The Commission found United Water Florida's
combination of functionally related facilities and land to be a

utility systew whose service transverses county boundaries.
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Facts evidencing the functional relationship among the
facilities of United Water Florida which provide service to United
Water Florida‘’s customers include the following:

(i) United Water Florida provides water and
wastewater service in Duval, Nassau, and St. Johns Counties
from twenty (20) separate water facilities and seven (7) sep-
arate wastewater facilitiea located in Duval County, eight (B)
separate water facilities and three (3) separate wastewater
facilities located in St. Johns County, and one (1) separate
water facility and two (2) separate wastewater facilities
located in Nassau County.

(ii) United Water Florida manages all of its fac-
ilities from its office in Duval County. The office is cen-
trally located for all of United Water Florida‘'s service areas
in Duval, Nassau, and St. Johns Counties. In terms of driving
time from the office, it takes approximately the same amount
of time to reach the most remote service area in each of the
three counties.

(1ii) The same manager is responsible for managing
all of United Water Florida‘s operations in the three
counties,

(iv) The same officers of United Water Florida are
responsible for overseeing all of United Water Florida's
operations in the three counties.

(v) The same engineers of United Water Florida

are responsible for designing United Water Florida‘'s facil-
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ities, establishing standards and specifications, reviewing
developer plans, coordinating with regulatory agencies con-
cerning required permits, and providing engineering services
in all three counties.

(vi) The same accountants and other administrative
personnel of United Water Florida are responsible for pro-
viding administrative support for United Water Florida's oper-
ations in the three counties.

(vii) The same maintenance personnel of United
Water Florida maintain and repair United Water Florida's
facilities in the three counties.

(viii) United Water Florida's customers in the three
counties are serviced by the same customer service represent-
atives at the same telephone number.

(ix) The water produced by all of United Water
Florida’s water treatment plants and the effluent and sludge
by-products of all of United Water Florida‘'s wastewater
treatment plants are tested by the same personnel and inde-
pendent laboratories.

(x) Purchasing for United Water Florida‘'s facil-
ities is done on the larger economic scale of United Water
Plorida’s overall operations and facilities and not on a
county by county or a facility by facility basis.

(xi) staffing requirements are reviewed in the

context of United Water Florida‘’s overall operations and
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facilities and not on a county by county or a facility by
facility basis.

(xii) United Water Florida‘s other planning is done
in the context of United Water Florida's overall operationa
and facilities and not on a county by county or a facility by

facility basis.

(xiii) United Water Florida‘s budgeting has been on
the basis of United Water Florida's overall operations and
facilities and not on a county by county or a facility by
facility basis.

(xiv) The separate facilities operated by United
Water Florida are not substantially different from each other.

(xv) The cost of operating one of United Water
Florida’s facilities does not vary materially from the cost of
operating another of its facilities merely because the
facilities are located in different counties.

(xvi) United Water Florida manages and operates its
facilities as a single functionally related system.

20. On April 23, 1991, the Board and the Authority filed a
motion for reconsideration of Order No. 24335.

21. On June 20, 1991, the Commission issued Order No. 24684
denying the motion for reconsideration.

22. On July 22, 1991, the Board and the Authority filed a
Notice of Administrative Appeal of Order No. 24684.

23. On June 5, 1992, the First District Court of Appeal of

the State of Florida affirmed the Commission’s order and held that
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the Commission had exclusive jurisdiction over United Water Florida

in St. Johns County. The court stated that:
...the undisputed evidence establishes that
these facilities are interrelated administra-
tively and operationally. Thus, the evidence
supports the PSC’'s finding that [UWF's]
facilities constitute a "combination of func-
tionally related facilities and land", in a
word, a "system." Because the service pro-
vided by this system crosses county bound-
aries, it is clear that the PSC has exclusive

jurisdiction over [UWF] ... pursuant to
subsection 367.171(7).

Board of County Commissioners of St. Johns County v, Beard, 601
So.2d 59%0 (Fla. 1st DCA 1992).

24. The Commission previocusly has granted an application
involving United Water Florida similar to this npplica:ion: In In
and for a Limited Proceeding to Adjust Rates in St. Johns County Dy
Jacksonville Suburban Utilities Corporation [(now known as United
Water Floridal., Docket No. 930204-WS, the Commission exercised its
jurisdiction, amended United Water Florida‘'s Certificates to
include additional service area in St. Johns County, and approved
the use of United Water Florida's uniform rates and charges. See
Order No. PSC-93-1480-FOF-WS. That application also involved
United Water Florida‘s acquisition of the land and facilitieo of
another utility company.

Commission Jurisdiction Over

United Water Florida and the Sunray Land and Facilities
and the Inclusion of Sunray’s Land and Facilities

in United Water Florida‘s Single Utility System

25, Sunray's service area contains a combination of
functionally related facilities and land. Sunray employs a uniform

14



rate structure for its service area. One portion of United Water
Florida’s functionally related facilities and land, which are a
part of its single system, including a part of its existing service
area (hereinafter sometimes referred to as the "St. Johns North
Area"), is located in close proximity to Sunray's service area,

26, United Water Florida is operating Sunray's Facilities in
St. Johns County pursuant to the Operation and Management
Agreement. United Water Florida is operating and administering the
Sunray Facilities to the extent permitted by the Operations and
Management Agreement as another facility in United Water Florida's
single utility system whose service transverses county boundaries.
Consistent with the operation of United Water Florida's facilities,
the Sunray Facilities are:

{a) Managed from the same office by the same manager.

(b) Overseen by the same officers of United Water
Florida.

(¢) Served by the same engineers, maintenance personnel,
customer service representatives, accountants, and other adminis-
trative perscnnel of United Water Florida.

(d) Tested by the same personnel and independent labora-
tories.

(e) Supplied with purchases made in the context of the
larger economic scale of United Water Florida‘’s overall operations
and facilities and not on a "stand alone" basis.

(f) Staffed in the context of United Water Florida‘’s

overall operations and facilities.
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{g) Planned and budgeted for on the basis of United
Water Florida’'s overall operations and facilities.

{h) Not substantially different from the other facil-
ities.

(1) Not materially different in the cost of operation
from the other facilities.

27. 1If the Sunray Facilities are acquired by United Water
Florida and are not subject to Commission jurisdiction, United
Water Florida will have to own, operate, and administer the Sunray
Facilities on a "stand-alone® basis. Under a stand-alcone basis,
United Water Florida will not be able to pass along the advantages
of uniform rates to the customers in Sunray's Service Area and the
advantages of uniform rates may be lost to all of United Water
Florida’'s customers.

28. 1In addition, the problems inherent with potential regul -
ation by two regulators of a single utility system would result in
uncertainty and increased costs for United Water Florida and its
customers.

29. Because the Commission has exclusive jurisdiction over
the Sunray Facilities when acquired by United Water Florida, United
Water Florida must comply with the rules and regulations of the,
Commission concerning the Sunray Facilities. If the Commission did
not have exclusive jurisdiction over the Sunray Facilities when
acquired by United Water Florida, then the Board of County
Commissioners of St. Johns County would have jurisdiction and

United Water Florida would be required to comply with the Rules and
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Regulations of St. Johns County concerning the Sunray Facilities.
The rules and regulations of the Commission differ from the Rules
and Regulations of St. Johns County.

30. In the event that St. Johns County has jurisdiction over
the Sunray Facilities after they are acquired by United Water
Florida, then there will be regulatory inefficiency because the
same system and utility company will be regulated by two govern-
mental agencies. A single utility company will be subject to dif-
ferent rules, regulations, and policies on various issues, in-
cluding but not limited to following: Jjurisdictional disputes,
territorial disputes, rates, charges, service availability poli-
cies, and customer service. For example, when United Water Florida
files a rate case, it will need to file a rate case with both the
Commission and the appropriate authority for St. Johns County.
Even if both regulatory agencies agreed as to the total amount of
prudently incurred expenses, unless the two regulatory agencies
also agreed to use the same percentage allocation of the expenses
among the counties in the two rate cases, then United Water Florida
risks not receiving sufficient revenue to cover the entire amount
of the prudently incurred expense.

31. United Water Florida is providing water and wastewater
service in three adjoining counties. United Water Florida provides
such service through a single utility system of functionally
related facilities. United Water Florida operates separate facil-
ities but operates them in a manner in which the variocus facilities

are treated as a single system and personnel requirements and other
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decisions are made for the entire system serving the three coun-
ties. United Water Florida does not operate its facilities differ-
ently in the various counties and United Water Florida’'s decisions
concerning ite facilities are not determined by county boundaries.

32. Accordingly, Applicant requests that the Commission (i)
recognize the Sunray Facilities as additional utility facilities in
a single utility system whose service transverses county
boundaries, (ii) affirm that it has jurisdiction over United Water
Florida and the Sunray Facilities, and (iii) exercise such
jurisdiction.

Amendment of Certificates

33. Applicant hereby requests that the Commission amend Cer-
tificate Nos. 236-W and 179-S to include the service area of
Sunray.

34. A legal description of the service area of Sunray
(hereinafter sometimes referred to as the "Sunray Servica Area®) is
attached hereto as Exhibit A-4. A territorial map of the Sunray
Service Area is attached hereto as Exhibit A-5.

35, Detailed system maps showing the lines and facilities of
the Sunray Facilities and the territory gserved thereby is attached
hereto as Exhibits A-6 and A-7.

16. United Water Florida is currently providing water and
wastewater service to customers located in the Sunray Service Area
under the Operations and Management Agreement. The provision of
water and wastewater service to the Sunray Service Area has been

and will continue to be consistent with the water and wastewater
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gection of the local comprehensive plan, as approved by the
Department of Community Affairs.

37. As more fully discussed in Paragraphs 70-83 of this
Application, United Water Florida has the financial and technical
ability to provide water and wastewater gervice to the Sunray
Service Area.

18. The Purchased Assets will be transferred from United
Waterworks to United Water Florida as a contribution to the capital
of United Water Florida.

39. Exhibits setting forth the capacities of the water and
wastewater facilities of the Sunray Facilities are attached hereto
as Exhibits A-8 and A-9.

40. Sunray is responsible for all outstanding regulatory
assessment fees, fines, and refunds owed. The liability for such
fees, fines, and refunds between Sunray and United Waterworks is
set forth in Paragraphs 4(c) and 4(d) of the Agreement.

41. Copies of the deeds evidencing Sunray’'s ownership of the
plant sites for the Sunray Facilities are attached hereto as
Exhibit A-15. Title to such plant sites shall be transferred to
United Water Florida pursuant to the Agreement following the

approval of this Application.
42. According to Sunray’'s 1995 Annual Report filed with the

Authority, Sunray’'s customers for 1995 on a yearly average basis

were as follows:
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Water Wastewater
2" meter 1 1
8" by 2"
compound meter 1 b
Other _0 "
Total 2 2

43. A list provided by the Authority of all utilities within
a four mile radius of the Sunray Service Area is attached hereto as
Exhibit A-21.

44. The most recent Commission order amending United Water
Florida’'s uniform rates is WS-96-0227.

45. An affidavit that United Water Florida has tariffs and
annual reports on file with the Commission is attached hereto as
Exhibit A-12.

46. The books and records of Sunray are available for review
at the two following locations:

h 1989
Jacksonville Utilities Management
1300 Riverplace Blvd., Suite 620

Jacksonville, Florida 32207
{904) 399-8802

ince 1989
Sunray Utilities-St. Johns, Inc.
501 Centre Street
Fernandina Beach, Florida 32035
(904) 261-2918

47. Proposed tariff sheets to recognize the amendment to Cer-
tificate Nos. 236-W and 179-S are attached hereto as Exhibits A-17
and A-18.

48. In this Application and its exhibits, United Water
Florida has provided all of the information required by Secticn
167.045, Florida Statutes (1995), and the Rules of the Commission
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for the approval of an amendment to its Certificates of
Authorization to include additional certificated service area,
accordingly, United Water Florida requests that the Commission
amend its Certificate Nos. 236-W and 179-S to include the service
area of Sunray as set forth in Exhibits A-17 and A-18, in United
Water Florida's service area.

pDetermination of Sunray‘s Rate Base

and the Inclusion of Sunray’s Rate Base

in United Water Florida‘s Rate Bage

45. Applicant hereby requests that the Commission determine
the rate bases of Sunray (i.e,, the Net Book Value of the Purchased
Assets) in accordance with the formula set forth in the Agreement.
See Paragraph 2 and Exhibit C to the Agreement and Exhibit A-20.

50. In Order No. 25501, the Commission used projected
permanent plants to set Sunray's initial rates. The rate base of
Sunray has not been established by either the Authority or the
Commission. Based on information in Sunray’s 1995 Annual Report to
St. Johns County, the rate bases of Sunray's water and wastewater
facilities as of December 31, 1995, were $B865,720 and $1,216,2293,
respectively. See attached Exhibit A-20.

51. The rate base of United Water Florida in the utility
facilities of Sunray as of the date of the transfer will be
$865,720 and $1,216,229, respectively, for water and wastewater,
plus adjustments for appropriate additions and reductions between
December 31, 1995, and the date of transfer.

52. United Waterworks and United Water Florida have the

financial ability to purchase the Purchased Assets and operate the
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facilities of Sunray. A balance sheet and statement of income of
United Waterworks are attached hereto as Exhibit A-14. A balance
sheet and statement of income of United Water Florida are attached
hereto as Exhibit A-13.

53, It is Applicant‘s intent that United Water Florida will
own and operate the water and wastewater utility facilities which
are the subject of this Application upcn the appr.val of the County
Applications and this Application, and the transfer of assets to
United Water Florida, and, thus, United Water Florida should be
allowed to include the cost of such utility facilities in its rate
base.

54. The addition of the rate base of Sunray to the rate base
of United Water Florida will not materially affect the rate base of
United Water Florida for rate-making purposes or for the purpose of
complying with other Commission rules and guidelines.

55. Applicant further represents that the approval of this
Application will not operate to cause United Water Florida to
exceed its last authorized rate of return.

S6. Applicant hereby requests that the Commission approve the
contribution by United Waterworks of the Certificates and the other
Purchased Assets to the capital account of United Water Florida.
Applicant further requests that the Commission determine the rate
base of Sunray and approve the inclusion of the rate base of Sunray
(i.e,, the Net Book Value of the Purchased Assets) into the rate

base of United Water Florida.
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Use of Limited Proceeding and
Approval of the Application of United Water Florida's
Water and Wastewater Service Rates, Charges, Classifications,
Rules and Regulations, Certain
Service Availability Chlrguf, and Service Availability Policies,

57. Applicant hereby requests that the Commission conduct its
review and disposition of this Application in the form of a limited
proceeding, as provided in Section 367.0822, Florida Statutes
(1995) .

58. Applicant further requests that the Commission approve
the application of (i) United Water Florida's water and wastewater
service rates, charges, classifications, rules and regulations, and
certain service availability charges and service availability
policies and (ii) certain of Sunray’'s service availability charges,
as shown on Exhibit A-16, for Sunray’s customers and service area.
United Water Florida intends for all of its current service
availability charges to apply in the Sunray Service Area, except
for its guaranteed revenue charge and its plant capacity charge,
which will be replaced by Sunray’s guaranteed revenue charge and
plant capacity charge.

59. The Commission has previously authorized United Water
Florida to employ a uniform set of rates in the three counties in
Orders Nos. 22794, 23111, 23708, 23834, and PCS-93-14B0-FOF-WS.

60. The requested application of United Water Florida‘s cur-
rent rates, charges, classifications, rules and regulations,
certain service availability charges and service availabilicy
policies and certain of Sunray’s current service availability
charges, as shown on Exhibit A-16, to Sunray’'s existing customers
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and service area will result in United Water Florida having uniform
non-preferential rates for its customers in its entire service
area.

61. United Water Florida’'s rates and charges have already
been reviewed by the Commission and are currently being reviewed by
the Commission in Docket No. 960451-WS and no additional costs or
expenses to either the Commission or United Water Florida will be
involved in the approval of United Water Florida‘s rates and
charges.

€2. The Commission has found that United Water Florida's
water and wastewater rate structures promote water conservation.
See Order No. 9533, issued in Docket No. 790316-WS (In xe: Appli-
cation of Jacksonville Suburban Utilities Corporation for an ad-
justment of rates in Duval County) and Docket No. 790317-WS (In re:
Application of Southern Utilities Company for an adjustment of
rates in Duval County). In Order No. 9533, the Commission stated

that:

We believe that any structure that re-
quires a customer to pay for a minimum number
of gallons, whether these gallons are used or

not, is discriminatory. . . . We believe the
Bagse Facility Charge Rate Design should be
implemented.

The primary reasoning supporting this
type structure is that each customer would pay
his pro-rata share of the related facility
costs necessary to provide the service in the
Base Facility Charge; and, secondly, he would
pay for only the gallons actually consumed
under the gallonage charge.
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We have made a detailed study of the
type, number and classification of the custo-
mers, the gallons consumed by customer class-
ification, and the applicability of the Base
Facility Charge Rate Design. We believe it
should be implemented in this case for the
following reasons:

(1) Under this structure, the customers
are charged for only the gallons of water used
rather than for minimum number of gallons in-
cluded in the framework of the minimum charge,
whether these gallons are used or not.

(2) For those customers who practice
conservation, this structure will afford them
an opportunity to be recognized and compen-
gpated in the form of savings for their conser-
vation efforts.

(3) This type structure would lend it-
self to solving the "fair-share" problems
agsociated with part-time residents. This
Commission recognizes the fact that if these
residents do not pay their pro-rata share of
the cost of providing their service, the defi-
ciency created would unfairly have to be ab-
;orbad in the rates of the year-round resi-

ents.

(4) This Commission has the responsi-
bility to insure that rates are structured in
such a manner as to be fair, reasonable, just
and non-discriminatory. We believe this rate
structure meets these criteria. (Emphasis
added.)

63. All of the facilities used by United Water Florida to
provide water and wastewater utility service to customers in Duval,
Nassau, and St. Johns Counties comprise a single water and
wastewater system. See Paragraph Nos. 13-24. In Order No. 24335,
issued on April 8, 1991, the Commission specifically found that:

[United Water Florida's] combination of
functionally related facilities and land is indeed

a utility system whose service transverses county
boundaries.
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64. The requested application of United Water Florida’s
current rates to Sunray's existing customers and service area will
result in cost savings due to a reduction in accounting, data
processing, and administrative expenses. Such cost savings will
benefit current ratepayers of Sunray as well as current and future
ratepayers of United Water Florida.

65, By retaining Sunray's plant capacity charges and
guaranteed revenue charges, which are the charges set forth on
Exhibit A-16, the level of contributions-in-aid-of-construction
(*CIAC") and guaranteed revenue appropriate for Sunray’'s existing
plants will be maintained without adversely affecting United Water
Florida’'s rate structure.

66. Sunray's residential service customers will experience
substantially lower rates even though Sunray did not file for a
price index adjustment for 1993, 1994, 1995, or 13936. United Water
Florida has filed for a rate adjustment in Docket No. 960451-WS.
United Water Florida’'s Residential Service Water Gallonage Charge
is thirty-two percent less than Sunray’s Residential Service Water
Gallonage Charge ($1.11/$1.64 x 100 = 68%). While United Water
Florida’s Residential Wastewater Gallonage Charge is approximately
thirty-nine percent more than Sunray’s Residential Wastewater
Gallonage Charge ($3.02/$2.18 x 100 = 135%), United Water Florida‘s
Residential Service Wastewater Base Facility Charge is forty-eight
percent less than Sunray'’s Residential Service Wastewater Base
Facility Charge ($27.75/$52.98 x 100 = 52%). A comparison of the

Residential Service Base Facility Charges is set forth below.
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W— (30, ;

United
Meter Sunray’'s Water Florida’s Percentage
Size Charge Charge Decrease
s/a" S 45.51 $ 15.93 65%
3/4 68.28 22.33 67%
1" 113.79%9 35.10 69%
1-1/2" 227.61 79.81 65%
" 364.14 156.51 57%
a 728.28 N/A N/A
4" 1,137.96 N/A N/A
6" ) 2,275.89 N/A N/A
g" 3,641.43 N/A N/A
wastewater Residential Service Base Facility Charge By Quarter
United
Meter Sunray's Water Florida's Percentage
Size ~Chaxge Charge Decrease
All S 52.98 § 27.75 48%

Sunray’'s monthly base facility charges have been converted to
guarterly charges.

67. Sunray's general service customers will experience lower
combined gallonage charges and most w'll alsc have lower base
facility charges even though Sunray did not file for a price index
adjustment for 1993, 1994, 1995, or 1996. United Water Florida's
General Service Water Gallonage Charge is thirty-two percent less
than Sunray's General Service Water Gallonage Charge (51.11/51.64
x 100 = 68%) and its General Service Wastewater Gallonage Charge is
sixteen percent more than Sunray’s General Service Gallonage Charge
(§3.02/62.61 x 100 = 116%). A comparison of the General Service

Base Facility Charges is set forth below.
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Water Geperal Service Bage Facility Charges by Month

United Percentage
Meter Sunray's Water Florida's Decrease
Size _Charge Chaxge <Increage>
5/8" 15.17 7.40 51%
i/4" 22.76 9.53 58%
1w 37.93 13.78 64%
1-1/2" 75.87 28.71 62%
an 121.38 54.27 55k
3n 242.76 143.72 41%
qn" a79.32 369.55 3%
e" T758.63 416.40 45%
a- 1,213.81 4,638.54 <282%>

Wastewater Geperal Service Base Facility Charges by Month

United Percentage
Meter Sunray’'s Water Florida's Decrease
Size -Charges Charges <lncrease>
5/8" 17.66 10.55 40%
ijfan 26.50 14.59 45%
1" 44.16 23.44 47%
1-1/2" 88.31 53.54 19%
2" 141.29 105.14 26%
3r 282.59 285.80 <19%>
4" 441.55 741.66 <6B%>
6" ge3.os 836.28 5%
A" 1,412.93 9,360.35 <562%>

[1: The use of a uniform set of rates for United Water

Florida is consistent with United Water Florida's operation of its
water and wastewater facilities as a single utility system.

69. Accordingly, Applicant requests that the Commission
approve the application of (1) United Water Florida’s water and
wastewater service rates, charges, classifications, rules and
regulations, and certain service availability charges and service
availability policies and (ii) certain of Sunray’'s service
availability charges, as shown on Exhibit A-16, for Sunray’'s
customers and service area, and that the Commission conduct its
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review and disposition of this Application in the form of a limited

proceeding, as provided in Section 367.0822, Florida Statutes
(1995) .

Public Interest
70. It is in the public interest for this Applicaticn to be

approved.

71. The officers of United Waterworks and United Water
Florida possess the experience in the water and wastewater industry
necessary to maintain the water and wastewater facilities being
transferred and to provide for the growth of such facilities to
serve the customers in the Sunray Service Area. United Water
Resources Inc., the corporate parent of United Waterworks, and its
affiliates have been engaged in owning and operating watcr systems
for over one hundred (100) years. The utility systems owned and
operated by United Water Resources Inc. and its subsidiaries
provide water service to over two million individuals in thirteen
states. Several of the affiliates, including United Water Florida,
also provide wastewater service to many of their customers. United
Waterworks and its affiliates have owned and operated several
utility facilities in various and diverse locations in Florida over
the past twenty-five years. United Water Florida has provided
service in Northeast Florida for the past twenty-five years.

72. As Exhibits A-13 and A-14 clearly demonstrate, United
Waterworks and United Water Florida have the financial ability to

acquire, operate, maintain, and expand the Sunray Faciiities.
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73. United Waterworks and United Water Florida have extensive
knowledge of regulations and vast experience in working with
regulatory agencies.

74. United Waterworks and United Water Florida have substan-
tial experience with acquisitions of utility facilities. Both
companies have a proven track record of bringing such utilicy
facilities into compliance with requlatory requirements and then
continuing to operate the utility facilities in compliance. During
the past ten (10) years, United Water Florida has acquired the
utility facilities of nine (9) utility companies. Often, United
Water Florida was encouraged by regulatory agencies to acquire such
facilities because the facilities were being operated in violation
of environmental and other regulatory requirements.

United Water Florida acquired the assets of St. Johns North
Utility Corp. ("St. Johns North") when St. Johns North was faced
with a moratorium on connections by the DEP. United Water Florida
acquired the assets of Ponce de Leon Utility Company of St. Johns
County, Inc. ("Ponce de Leon"), when Ponce de Leon needed to expand
its utility facilities. 1In both cases, as well as in all other
acquisitions by United Water Florida, United Water Florida has made
the necessary plant expansions, brought the utility facilities into
compliance with regulatory requirements, is cperating the utilicy
facilities in an efficient and economical manner, and is providing
excellent, high quality service to its customers.

75. United Water Florida takes pride in its utility system

and operations. It has a rotating preventive maintenance program
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to maintain its utility system in an economical and efficient
manner. The preventive maintenance program has been successful in
anticipating and avoiding problems before they develop. A part of
the preventative maintenance program utilizes televised inspections
of wastewater collection mains to identify potential problem areas.
The televised inspections also locate existing problems and confirm
that the repairs have solved any previously located leaks or other
difficulties.

76. United Water Florida also has been a leader in the use of
telemetry in the operation of utility systems. Beginning in the
1970's, United Water Florida developed an alarm system to provide
warnings of system malfunctions to company personnel through the
use of telephone wires. Several years ago, United Water Florida
enhanced its alarm system by installing a Supervisory Control and
Data Acquisition system ("SCADA"). SCADA is a radio-based network
of remote terminal units which continuously monitor United Water
Florida's water treatment plants, wastewater treatment plants, and
wastewater lift stations. The remote terminal units are in contin-
uous communication with a central computer. The SCADA system is
monitored by operators 16 hours a day and a paging system responds
to alarms during the remaining 8 hours. The SCADA system allows
United Water Florida to effectively monitor its plants and lift
stations 24 hours a day as opposed to the fewer hours of on-site
operator attendance required by the DEP. The SCADA system is an
efficient, effective, and economical tool for monitoring, oper-

ating, and maintaining United Water Florida'e utility system.
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77. United Water Florida is able to carefully plan for plant
expansions and the development of its collection and distribution
systems due to its in-house staff of highly trained engineers.

78. United Water Florida has a trained team of customer
service representatives and field service representatives, overseen
by a customer service department foreman, who are available to
investigate questions concerning billing, metered usage, and other
customer inquiries. United Water Florida includes its customer
service telephone number (725-2865) on its utility service
invoices.

76. United Water Florida practices good corporate citizenship
by participating in community affairs and encouraging its employees
to become active in the community. For example, representatives of
United Water Florida and the Regulatory Environmental Services
Division of the City of Jacksonville have visited schools and made
joint presentations to the students on the importance of water
conservation,

80. United Water Florida has been at the forefront in efforts
to improve the quality of life through the protection of the
environment. The management of United Waterworks and United Water
Florida have acted to insure that United Water Florida provides
high quality utility service in a manner which protects the
environment.

81. United Water Florida has received more than twenty awards

during the past twenty years regarding various aspects of its
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operations. A description of the awards is attached hereto as
Exhibit A-22.

82. Applicant states that the intended transfer will result
in the following advantages to Sunray's existing customers:

(a) United Water Florida, with the financial, manager-
ial, and technical support of United Waterworks, will be better
able than Sunray to attract capital and to meet the existing and
future needs for water and wastewater service in the Sunray Service
Area.

(b) As customers of a stable and well financed utility
company with a larger customer base, Sunray’'s customers will
experience operating costs, costs of capital, and rates that will
be lower both over the short term and the long term.

(¢) As set forth in the Agreement, the parties to the
Agreement determined that the acquisition of the Sunray Facilities
by United Water Florida is in the best interests of the affected
public, Sunray, and United Water Florida. Rayonier, the owner of
Sunray, also is selling Sunray-Nassau, its only other water and
wastewater system, to United Water Florida. Sunray has decided to
sell the operating assets of its utility services business and is
no longer interested in remaining in the utility services business;

(d) Reliable and high quality service will be provided
to Sunray’s customers by United Water Florida as a professionally
managed and operated utility company with extensive knowledge of

utility operations, maintenance, and regulation.
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(e) Operating efficiencies will result from the acquisi-
tion.

(f) United Water Florida buys water and wastewater
related equipment, materials, and supplies in bulk, and believes
that it can reduce operating costs through applied economies of
scale,

(g) Personnel costs will be reduced by United Water
Florida due to more efficient utilization of personnel.

(h) Granting the Application will permit the customers
of Sunray to be served by a utility company with a greater number
of customers. The larger customer base, in turn, should result in
smaller future increases in rates for water and wastewater service
paid by the customers of United Water Florida and alsoc should be
less than would be the case under Sunray's ownership.

(i) United Water Florida has a broader customer base to
absorb the rate impact resulting from any unanticipated
construction cost overruns.

(§) Sunray’'s customers will experience a substantially
lower risk of large rate increases necessitated by capital invest-
ments from regulatory requirements for specific or isolated
treatment plant, effluent disposal, or collection or distribution
facilities improvements.

(k) The Sunray Facilities will be owned by a company
whose primary business is the operation of water and wastewater

utility systems.
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83. Applicant states that the intended transfer will result
in the following advantages to United Water Florida‘s existing
customers:

(a) The proposed acquisition will be financially self-
supporting without affecting existing rates.

(b) The larger customer base should provide additional
rate stability in the future.

84. The intended transfer also will result in advantages to
concerned regulatory agencies, including the advantages arising
when a small utility company will cease to exist.

85. For the reasons set forth in this paragraph and elsewhere
in the Application, including but not limited to the benefits to
customers set forth in Paragraphs 82 and 83, United Water Florida

states that it is in the public interest for this Application to be

approved.

Filing Fee and Notice
86. According to the 1995 Annual Report of Sunray, the design

capacities of the water and wastewater facilities are 457
equivalent residential connections (hereinafter referred to as
wERCs") and 254 ERCs for water and wastewater, respectively.

87. An application fee in the amount of $2,000.00 (6500.00
for amendment of water certificate, $500.00 for amendment of
wastewater certificate, $500.00 for limited proceeding for water
facilities, and $500.00 for limited proceeding for wastewater

facilities) as required by Section 367.145, Florida Statutes
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(1995), and by Rule 25-30.020, Florida Administrative Code, is sub-
mitted with this Application.

g88. An affidavit showing proof of compliance of notification
requirements of Section 367.045, Florida Statutes, and Rule 25-
30.030, Florida Administrative Code, will be provided as Late Filed
Exhibit A-24.

Reguest for Relief

89. In connection with the foregoing, Applicant hereby re-
quests that the Commission:

(a) Affirm that it has jurisdiction over United Water
Florida and the Sunray Facilities and exercise such jurisdiction.

(b) Amend Certificate Nos. 236-W and 179-S to include
the Sunray Service Area into United Water Florida‘'s certificated
service area.

(c) Determine the rate base of Sunray in accordance with
the formula set forth in the Agreement.

(d) Approve the contribution by United Waterworks of the
Certificates and the other Purchased Assets to the capital of
United Water Florida, and approve the inclusion of Sunray's rate
base in United Water Florida‘s rate base.

(e) Approve the application of United Water Florida's
water and wastewater service rates, charges, classifications, rules
and requlations, and certain service availability charges, service
availability policies, and certain of Sunray’s service availabilitcy

charges, as shown on Exhibit A-16, to Sunray’s existing customers
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and service area, effective as of the closing date provided in the

Agreement.

(f) Confirm that Sunray’'s Facilities are (i) a part of
United Water Florida‘s functionally related land and facilities,
and (ii) a part of United Water Florida‘'s single utility system
whose service transverses county boundaries.

(g) Conduct the approval of the Application in a limited
proceeding as provided by Section 367.0822, Florida Statutes

(1995) .

(h) Implement the amendment of Certificate Nos. 236-W
and 179-S by approving the tariff sheets attached as Exhibits A-17
and A-18.

WHEREFORE, Applicant requests that the Commission approve each
of the requests made in this Application, and that the Commission
conduct its review and disposition of this Application in the form
of a limited proceeding, as provided in Section 367.0822, Florida

Statutes (1995), with regard to the subject matter contained

herein.
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I, MUNIPALLI SAMBAMURTHI, as Vice President of United Water Florida
Inc., do solemnly swear or affirm that the facts stated in the
foregoing application and all exhibits attached thereto are true
and correct and that said statements of fact constitute a complete
statement of the matter to which it relates.

UNITED WATER FLORIDA INC.

B s — L
7)) 37 ARRITRANMA
MUNIFALLI SAMBAMURTHI
Vice President

STATE OF FLORIDA
COUNTY OF DUVAL

The foregoing instrument was sworn and subscribed before me

this Tth day of Fehruary . 1997, by MUNIPALLI
SAMBAMURTHI, as Vice President of United Water Florida Inc., a
Florida corporation, on behalf of the corporation. He is

personally known to me and did take an oath.

e A Saizl
Hoﬁfiy Public, State of Florida
Print Dianne W. Smith

My Commission expires:
Commission No.:
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10.

The names and addresses of the corporate officers and
directors of United Water Florida Inc. ("United Water
Florida") are contained in Exhibit A-1 attached hereto and by
reference made a part hereof.

United Waterworks Inc. ("United Waterworks”), owns or controls
only one other water and wastewater utility eystem in Florida.
The other utility system is owned by United Water South Gate
Inc., a subsidiary of United Waterworks Inc. and is located in
Sarasota County, Florida.

United Water Florida owns no other public utility systems.

A copy of the Agreement of Purchase and Sale dated August 21,
1996, by and between Sunray Utilities-St. Johns, Inc.
("Sunray®), and United Waterworks is attached hereto as
Exhibit A-2 and by this reference made a part hereof.

A copy of the Operations and Management Agreement dated August
21, 1996, by and between Sunray and United Water Florida is
attached hereto as Exhibit A-3 and by this reference made a

part hereof.

A legal description of the service area of Sunray is attached
hereto as Exhibit A-4 and by this reference made a part
hereof. The water service area and the wastewater service
area are identical.

A map showing Sunray’'s service area 1is attached hereto as
Exhibit A-5.

Detailed system maps showing the location of trcatment
facilities and Sunray's service area are attached hereto as
Exhibits A-6 (water system) and A-7 (wastewater system).

Statements describing the capacity of the existing lines and
the capacity of Sunray's treatment facilities are attached
hereto as Exhibite A-8 and A-9 for water and wastewater,

respectively.

Schedules of the numbers and dates of any permits issu=d by
the Florida Department of Environmental Protection (*DEP*) for
Sunray‘s water and wastewater systems are attached hereto as
Exhibits A-10 and A-11, respectively.
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11.

12.

13,

14.

15.

16.

17.

18.

The types of customers anticipated to be served in the Sunray
service area will be primarily single family residential.

The most recent order of the Commiseion establishing or
changing United Water Florida‘s rates is WS5-96-0227.

An affidavit that United Water Florida has annual reports and
tariffs on file with the Commission is attached hereto as

Exhibit A-12.

A balance sheet and a statement of income of United Water
Florida are attached hereto as Exhibit A-13 and by this
reference made a part hereof.

A balance sheet and statement of income of United Waterworks
are attached hereto as Exhibit A-14 and by this reference made
a part hereof.

The statement of facts relied upon by Applicants to show that
the approval of this Application is in the public intersst,
including a summary of United Water Florida‘s experience in
water and wastewater utility operation and the showing of
United Water Florida’s experience and financial and technical
ability to provide service, is contained in paragraphs 60-84
of the Application and Exhibits A-13 and A-14. United Water
Resources Inc., the corporate parent of United Waterworks, and
its subsidiaries have been engaged in owning and operating
water systems for over one hundred (100) years. The utility
systems owned and operated by United Water Resources Inc. and
its subsidiaries provide water service to over rwn million
individuals in thirteen states. Several ot the suwsidiaries,
including United Water Florida, also provide wastewater
service to many of their customers. United Waterworks and its
affiliates have owned and operated several utility facilities
in various and diverse locations in Florida over the past
twenty-five years. United Water Florida has provided service
in Northeast Florida for the past twenty-five years. United
Water Florida would further state that it h=s been regulated
by the Commission since 1974 and that the officers of United
Waterworks and United Water Florida possess the experience in
the water and wastewater utility industry necessary toO
maintain in satisfactory condition the water and wastewater
utility systems being transferred and to provide for the
growth in facilities to serve the customers in Sunray’'s
service area.

According to the 1995 Annual Report of Sunray, the design
capacities of the systems to be transferred are 0.160 MGD and
0.070 MGD for water and wastewater, respectively.

United Water Florida anticipates upgrading the wastewater
treatment facilities. To the extent technically and
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19.

20.

21.

22.

23.

24.

25.

46.

27.

economically feasible, reuse will be considered for effluent
disposal, together with discharge to wetlands, the St. Johns
River, or both.

An application fee in the amount of $2,000.00 {$500.00 for
amendment of water certificate, $500.00 for amendment of
wastewater certificate, $500.00 for limited proceeding for
water utility system, and $500.00 for limited proceeding for
wastewater utility system) as required by Section 367.145,
Florida Statutes (1995), and by Rule 25-30.020, Florida
Administrative Code, is submitted with this application.

United Waterworks is financing the purchase through its own
capital and will transfer the Purchased Assets to United Water
Florida as a contribution to capital. United Water Florida
does not anticipate that its extension will have a significant
impact on its monthly rates and service availability charges.

Sunray has provided United Water Florida with copies of all of
Sunray’s federal income tax returns since 1987.

After reasonable investigation, Sunray's system appears to be
in satisfactory condition and in compliance with all
applicable standards set Dby the Florida Department of
Environmental Protection.

Sunray is responsible for the payment of all outstanding
regulatory assessment fees, fines, or refunds owed. The
responsibility for such fees, fines, and assessments between
Sunray and United Waterworks is set forth in Paragraphs 4(c)
and 4(d) of the Agreement.

Copies of the deeds to the various properties where the
utility treatment facilities are located are attached hereto
as Exhibit A-15 and by this reference made a part hereof. The
deeds indicate that Sunray owns the land upon which the
utility treatment facilities are located.

A schedule of the service availability charges cf Sunray
proposed to be continued following the transfer are set forth
ir Exhibit A-16 attached hereto and by this reference made a
part hereof.

Tariff sheets to insert Sunray'as certificated service area
into the certificated service area of United Water Florida and
setting forth the service availability charges are attached
hereto as Exhibits A-17 and A-18 for the water and wastewater
tariffs, respectively, and by this reference made a part
hereof.

United Water Florida's original certificates, Certificate Nos.
236-W and 179-8, have been filed with this Application or
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28.

29.

30.

31.

32.

33.

United Water Florida’s Application in connection with Sunray
Utilities-Nassau, Inc., and copies of such certificates are
attached hereto as Exhibit A-19.

The full name, address, and telephone number of the person
with Sunray’s books and records for the years prior to 1990
are:

Jacksonville Utilities Management
1300 Riverplace Blvd., Suite 620
Jacksonville, Florida 32207
(904) 395-88B02

The full name, address and telephone number of the person
with Sunray’'s books and records for the years since 1989 are:

Sunray Utilities-St. Johns, Inc.
501 Centre Street
Fernandina Beach, Florida 32035
(904) 261-2918

An exhibit setting forth the methodology of calculating the
rate base and purchase price is attached hereto as Exhibit A-
20.

A list provided by the St. Johns County Water and Sewer
Authority of all utilities within a four mile radius of
Sunray’'s service area is attached hereto as Exhibit A-21.

A list of awards given to United Water Florida during the past
twenty (20) years is attached hereto as Exhibit A-22.

An affidavit showing proof of compliance with Section
167.045(1) (a) & (e), Florida Statutes, and Rule 25-30.030,
Florida Administrative Code, will be late filed as Exhibit A-
23.

To the best of United Water Florida's knowledge, its provision
of service will be consistent with the water and wastewater
sections of the local comprehensive plan, as approved by the
Department of Community Affairs.
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LIST OF DIRECTORS AND OFFICERS

UNITED WATER FLORIDA INC,
NAME ADDRESS
HENSCH, RICHARD A. 200 Old Hook Road

CHARDAVOYNE, DAVID E.

TURNER, JOHN J.

SAMBAMURTHI, MUNIPALLI

SHAKLEY, ALLAN D.

HULMES, W.L.

Harrington Park, NJ

200 Old Hook Road
Harrington Park, NJ

200 Old Hook Road
Hamington Park, NJ

1400 Milicoe Road
P O. Box 8004
Jacksonville, FL

200 Old Hook Road

Hamington Park, N.J.

200 Oid Hook Road

Harrington Park, N.J.

EXHIBIT A-]

TITLE

President and
Director

Director
Treasurer and
Director
Vice President

Secretary

Assistant Secretary




AGREEMENT OF PURCHASE AND SALE

between

SUNRAY UTILITIES-ST. JOHNS, INC.

and

UNITED WATERWORKS INC.

and EXHIBITS A through G

EXHIBIT A-2




THIS AGREEMENT made this _— - day of August, 1996, by and
between SUNRAY UTILITIES - ST. JOHNS, INC., a CDelaware corporaticn
(hereinafter called the "Seller”), and UNITED WATERWORKS INC., a
Delaware corporation, or assigns {hereinafrer called cthe
*“Purchaser") .

BACKGROUND

The Seller owns a water treatment and distribution system
{hereinafter called the "Water System") and a wastewater
collection, treatment and disposal system (hereinafter called the
"Wastewater System”). The Water System and Wastewater System are
sometimes herein referred to collectively as the "Utility System";

The Utility System operates under Franchise Certificates
(hereinafter called the "Certificates") issued by the Board of
County Commissioners of St. Johns County (hereinafter called the
“Board”). 1Ic serves now and is available to serve in the future
certain territory within the boundaries of St. Johns County,
Florida as defined by the Certificates.

Because of the lower rate structure and extensive and
continuing experience of the Purchaser and its affiliates in
operating similar utility systems, among other things, the
acquisition of the Seller’s Utility System by the Purchaser or an
affiliate of the Purchaser is believed by the parties to be in the
best interest of the Seller, the Purchaser and the affected public.
It is also in the best interests of such parties for United Water

Florida Inc., an affiliate of the Purchaser (hereinafter called the




"Operator") to operate and manage the Utility System pending
regulatory approval.

The Seller is desirous of: (i) retaining the Operator to
cperate and manage the Utility System pursuant to a separate
Operations and Management Agreement (hereinafter called the
"Operations and Management Agreement") between the Seller and the
Operator from the effective date of the Operaticns and Management
Agreement; and (ii) selling the Purchased Assets to the Purchaser
upon the terms and conditions set forth in this Agreement.

The Purchaser is desirous of purchasing the Utility System and
immediately after such purchase making a capital contribution of
the Utility System to the Operator. The Operator intends for the
facilities and land of the Seller to become a part 2f the
Operator's functionally related land and facilities so as to
comprise a part of the Operator’s single utility system.

NOW, THEREFORE, in consideraticn of the premises and of the
covenants and agreements herein contained, intending to be legally
bound hereby, the Seller and the Purchaser hereby agree as follows:

1. COVENANT TO SELL AND PURCHASE AND DESCRIPTION OF
PURCHASED ASSETS

The Purchaser hereby offers to buy, and the Seller hereby
agrees to sell, the Purchased Assets (hereinafter defined) for the
Purchase Price (hereinafter defined) and upon the terms, and
subject to the conditions and other provisions hereof.

a. For convenience, the term "Purchased Assets" shall
be used to designate all of the assets, business properties and
rights both tangible and intangible which the Seller uses in
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connection with the operation of the Utility System (but shall not
include the "Excluded Assets" described in paragraph 1b. hereof),
all of which are being purchased hereunder by the Purchaser and
which include, but are not limited to, the following:

(1) The real estate described in Exhibit "A"
attached hereto (hereinafter called the "Real Property") and all
buildings and improvements owned by the Seller located thereon.

(2) All easements, licenses and rights-of-way and
consents owned or used by the Seller for the construction,
operation and maintenance of the Utility System.

(3) All water treatment plants, water supply and
distribution facilities, wastewater treatment plants, wastewater
collection and disposal facilities and other utility plant in
service of every kind and description whatsoever, including but not
limited to lift stations, transmission mains, distribution mains,
supply pipes, collection pipes or facilities, septic tank effluent
pumps, valves, meters, meter boxes, hydrants, service connections
and all other physical facilities and property installations in use
in connection with the Utility System operated by the Seller
including, but not limited to, the items of Inventory described in

Exhibit "B" attached hereto.
(4) All personal property of the Seller including

vehicles, equipment, apparatus, tools, materials, supplies,

appliances and construction work in progress.

(5) To the extent transferable by the Seller and

subject to such regulatory approvals as may be required, all of the




Seller’'s certificates, permits, licenses, franchises, easem<nts,
and all rights of the Seller to construct, maintain and cperate
plants and systems for the procuring, treatment, distribution and
transmission of water and for the collection, treatment and
disposal of wastewater, including sludge and effluent, and every
right of every character whatever used or useful in connection
therewith; all agencies for the supply of water to the Utility
System or others; all water rights, flowage rights and riparian
rights, and all renewals, extensions, additions or modifications of
any of the foregoing; together with all rights granted to the
Seller under the Certificates granted by the Board whether
currently held by the Seller or whether granted to the Seller after
the date of execution of this Agreement. Upon Closing, this
Agreement shall operate as an assignment of all such rights;
provided, however, at the Purchaser’'s request, the Seller shall
execute written assignments of such rights. The parties shall
cooperate in applying for and obtaining transfer to the Purchaser
of all such rights requiring regulatory approval or notice,
provided that all fees and charges payable in connection therewith
shall be paid by the Purchaser.

(6) All past and current customer records, prints,
plans, engineering reports, surveys, specifications, shop drawings,
equipment manuals, and other information reasonably required by the
Purchaser which are in possession of the Seller or its agents on

the Closing Date pertaining to the operation of the Utility System.




(7) Such drawings, including "as built" drawings
where available, as are in possession of the Seller or its age:-~s,
showing all facilities of the Utility System. éuch drawings shall
also include any original tracings, sepias or other reproducible
material where same is in possession of the Seller.

(8) cCash in an amount equal to (A) connection
charges, capacity charges, and other amounts (hereinafter called
"Connection Charges®”), paid to the Seller prior to Clesing for
connections not completed at time of Closing and also (B) any funds
other than contribution in aid of construction tax impact monies
(plus any interest thereon) subject to refund to customers,
including developers, or others.

b. Excluded Assets:

(1) Except as provided in paragraph (8) above, cash
and bank accounts of the Seller.

{(2) Escrow and other Seller provisions sufficient
for the payment of federal and state income taxes {including any
taxes on contributions in aid of construction). As the Seller
remains responsible for filing and satisfying all of its income tax
obligations, such escrow or other funds held by the Seller shall
remain with the Seller after Closing.

{3) All notes receivable and accounts receivable of
the Seller for utility services rendered up to and including the
Effective Date of the Operations and Management Agreement, prorated

as described therein.




(4) Computer hardware or software (other than
hardware normally located on the Real Property) used to run
accounting and management information eystems owned by an
affiliated entity, the use of which is shared in or incidental to
the business operations of the Seller and such affiliate.

2. PURCHASE PRICE

The Purchaser agrees to pay as a purchase price (herein called
the "Purchase Price") a cash consideration in an amount equal to
the Net Book Value (as shown on Exhibit C) of the Purchased Assets
at the time of Closing calculated in the manner set forth on
Exhibit C, subject to verification of and agreement to the resulc
of the calculation at the time of Closing. The components used to
determine the Net Book Value of the Utility System as set forth con
Exhibit C shall be calcu.ated in accordance with the National
Association of Regulatory Utility Commissioners Uniform System of
Accounts.

3. PAYMENT OF PURCHASE PRICE; DEPOSITS

a. Payment. The Purchaser shall pay the Purchase Price
to Seller at Closing in cash or in immediately available United
States funds. The parties hereto agree that the Purchase Price 1is
neither the highest, nor the lowest, amount that could be justified
as a fair value of the Purchased Assets according to the terms and
conditions of this Agreement.
b. Deposits. In the event the transfer of the

Purchased Assets to the Purchaser has not been approved by

Acceptable Orders (as hereafter defined) within nine (9) calendar




months after the later date of the filing with the Florida Public
Service Commission ("Commission”) and the Board of Joint
Applications for the issuance of Acceptable Orders, Purchaser shall
deposit with Seller in immediately available United States funds an
amount equal to twenty-five percent (25%) of the Net Book Value of
the Purchased Assets, calculated in the manner set forth con Exhibit
C and on the basis of the financial statements of Seller for the
year ending December 31, 1995. Thereafter, unless Acceptable
Orders are sooner obtained, deposits in like amounts shall be
required on the fourteenth, nineteenth, and twenty-fourth monthly
anniversary of the later date of such filing of Joint Applicatiocns
(collectively, the "Deposit"). The aggregate amount of the Deposit
shall be credited against the Purchase Price due at Closing, or
returned to the Purchaser, if this Agreement is terminated as
provided in paragraph 4.b. below, subject to proraticons and
adjustments as provided herein. In the event the amount of the
Deposit excesds the amount of the Purchase Price calculaced at the
time of Closing, the excess, together with earnings on the excess,
shall be refunded to the Purchaser.

c. Escrow. The Deposit shall be held in escrow by the
Seller in a separate segregated account, and may be invested by the
Seller as the Seller shall direct. The amount of the Depcsit
credited to the Purchase Price at Closing, or returned te the
Purchaser upon termination, shall be calculated on the basis of the
actual amount deposited by the Purchaser regardless of loss or gain

resulting from Seller’'s investment thereof. All earnings on the




amount of the Deposit shall be paid to the Seller or the Purchaser,
or apporticned between them, in accordance with the amcunt of the
Deposit that is paid to the Seller or the Purchaser pursuant
hereto.

a. Acceptable Orders. For purposes of this Agreement,
rhe term "Acceptable Orders" shall mean orders issued by the
Commission and the Board which orders are not appealed or for which
a reconsideration is not requested within the applicable time
periods: (i) approving the transfer of the Purchased Assets to the
Purchaser in accordance with the terms of this Agreement; (ii)
approving the transfer of the Purchased Assets from the Purchaser
to the Operator in accordance with the terms of this Agreement;
(iii) amending the Operator's Certificates of Authorization to
allow the Operator to operate the Utility System in the territory
served by the Utility System as of the date of Cleosing, which
territory shall include, but not be limited to, the territory
described on Exhibit D hereto; (iv) approving the Operator charging
the Seller‘s plant capacity charges and guaranteed revenue charges
and the Operator’s other then current water and wastewater monthly
or other periodic rates and charges to the Seller’'s existing
customers commencing on the date of Closing; and (v) a~proving the
inclusion of the Net Book Value of the Purchased Assets in the
Operator’'s rate base for transfer purposes.

4. MISCELLANEOUS AGREEMENTS
a. During the period of time between the effective date

of the Operations and Management Agreement and the Closing Date,
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the Operator shall operate the Utility System under the terms of
the Operations and Management Agreement to be executed
contemporaneously with the execution of this Agreement.

b. In the event that the transaction contemplated
herein is not approved by the Commission or the Board by Acceptable
Orders, or in the event that the transaction is abandoned by the
mutual agreement in writing of the parties, this Agreement shall
terminate thirty (30) days after: (i) the date that the Purchaser
notifies the Seller that an order is not an Acceptable Order; or
(ii) the date of such abandonment, as the case may be. At the end
of said thirty (30) days, the Seller shall return the Deposit,
together with all earnings thereon, to the Purchaser, plus an
amount equal to the undepreciated bock value of expenditures
incurred by the Operator for capital improvements during the
Operator’s operation of the Utility System pursuant to the
Operations and Management Agreement (less the unpaid balance of any
obligations incurred for such capital improvements that are assumed

by the Seller).

c. The Seller shall remain responsible for and shall
pay all regulatory assessment fees, fines, refunds and other
amounts required to be paid by any statute, ordinance, rule,
regulation, order or determination made by any governmental
requlatory agency for any action or event arising out of the
operation of the Utility System prior to the effective date of the

Operations and Management Agreement and subsequent to the




rermination of this Agreement and the return of the operation of
the Utility System to the Seller.

d. The Purchaser shall be responsible for and shall pay
all regulatory assessment fees, fines, refunds and other amounts
required to be paid by any statute, ordinance, rule, regulation,
order or determination made by any governmental regulatory agency
for any action or event arising out of the operation of the Utility
System during the time that Operator is operating the Utility
System pursuant to the Operations and Management Agreement and
subsequent to the date of Closing.

e. on or prior to August 1, 1596, the Board of
Directors and stockholders of the Seller shall have ratified and
approved the execution of this Agreement and authorized the sale of
the Purchased Assets and copies of the resolutiocns certified by the
gSecretary of the Seller evidencing such racifications and approval
shall have been delivered to the Purchaser.

£. Oon or prior to August 1, 1996, the Board of
Diractors of the Purchaser shall have ratified and approved the
execution of this Agreement and authorized the acquisiticn of the
Purchased Assets and copies of the Resoluticns 