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• 
CAS£ BACKGROUND 

Florida Water Services Corporation (FWSC or utility), formerly 
Southern States Utilities, Inc., is a Class A utility providing 
water and wastewater service l:io approximately 152 service areas in 
25 counties. In 1994, FWSC reco rded total company operating 
revenues of $23,498,289 and $16,985,104 for water and wastewater, 
respectively. The resulting total company net operating income for 
that same period was $3,445, 315 to.. water and $2 , 690,791 for 
wastewater . FWSC reported that in 1994, it had 102, 514 water 
customers and 43, 131 wastewater customers !or the total utility. 

In FWSC's most recent rate case, processed under Docket No. 
950495-WS, the utility requested a uniform wastewater rate 
structure applicable to all jurisdictional service areas. Among 
various other types of service rates included as part of their 
request in that docket was a uniform residential wastewater only 
(RWO) rate for all jurisdictional service areas. By Order No. PSC-
96-1320-FOF-WS, issued October 30, 1996, tho Commission approved a 
capband, rather than uniform, wastewater rate structure. That 
Order is pending ~ppeal. 

As a result of the approved rate structure, the Commission 
ordered an RWO rate for the nine service areas where RWO customers 
existed. The Commission further ordered that the RWO rate should 
be calculated on a per service area basis. An RWO rate was 
included in Order No. PSC-96-1320-FOF-WS for those areas where 
customers existed. For those areas with no RWO customers , a rate 
was not included. 

On March 18, 1997, the utility filed a petition rcque,t ing 
that the Commission approve rates for a new class or service 
pursuant to Section 367.091, Florida Statutes, for RWG se rv ice i n 
all of FWSC' s service areas under the Commission's jurisdiction 
which do not currently have RWO rates. In its filing , the utility 
has calculated the proposed rates on a per service area basis. The 
filing also included tari t f sheets reflecting the proposed RWO 
rates along wit~ supporting documentation !or the proposed rates. 

On March 26, 1997, the Office of Public Counsel (OPC) filed a 
Notice of Intervention in this docket. By Order No. PSC-97-0435-
FOr-SU issued on April 17, 1997 , OPC's inlervcnti on was 
acknowledged. 
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• 
On April 7, 1997, FWSC filed its Objections to and Motion !or 

Protec tive Order from OPC's first set o r interrogatories and t1rst 
set ot requests tor production o f documents. On April 14, 1997 , 
OPC filed its response to FWSC's Motion for Protective Order and 
filed its First Motion to Compel. On April 28, 1997, FWSC tiled 
ita response to OPC'a Firat Motion to Compel. On Hay 30 , 1997, 
Order No. PSC-97-0627-PCO-SU wes issued, which 9ranted ~sc• s 
Motion tor Protective Order and denied OPC' s F'i rst Hollon to 
Compel. 

On Hey 20, 1997, the Co-lssion issued Order l~o. PSC-97-0561-
F'OF'-SU suspending the utility' s proposed t ariff sheets. Staff has 
prepared the following recommendation Jhich addresses F'WSC's 
petition for RWO rates. 
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• 
QIBCUSSIQN OF ISSUES 

ISSUI 1: Should Florida Water Services Corporation's proposed 
tariff sheets reflecting the utility's request for new class of 
service to provide residential wastewater only (RWO) service be 
appr oved? 

BEQOHHENDATIQN: Yes, Florida Water Services Corporation's proposed 
tariff sheets reflecting the utility's request for a new class of 
service to provide residential wastewater only (RWO) service should 
be approved as filed. The approved rates shoul d be effective for 
service rE>ndered on or after t ho stamped approval date on the 
tariff sheets pursuant to Rule 25-30.475(1), Florida Administrative 
Code, provided the affected RWO customers have received notice. 
The rates should not be implemented until proper notice has been 
received by the customers . The utility should provide proof to 
sta~f of the date notice was given within 10 days after the date of 
notice. Further, the approved rates should be subject to any 
subsequent change to Order No. PSC-96-1320-F'OF-WS as a result of 
the pending appeal. Jhould the disposition of the appeal result in 
any change to FWSC' s wastewater rates, the utility should be 
required to make a subsequent filing with the Commission addressi ng 
this change. (GALLOWAY, RENDELL) 

STAFF AK&LXSIS : As stated in the case background, by Order No. 
PSC-96-1320-F'OF-WS, issued October 30, 1996, the Commission 
approved a capband wastewater rate structure tor this utility. As 
a result or the approved rate structure, the Commission ordered an 
RWO rate for the nine service areas where RWO customers existed. 
The Commission further ordered that the RWO rate should be 
calculated for those customers on a per service area basis . For 
those areas with no RWO customers, a rate was not includeJ. 

Pursuant to Section 367.091 (3), Florida Statutes , a utility 
may only i.JDpoae and collect rates and charges approved by the 
Commission for a particular class of service. Therefore, on March 
18 , 1997, the utility filed a petition reqUest ing that Lhe 
Commission approve rates for a new class of service for RWO service 
i n ~ll of FWSC's service areas under the Commiss i on's jurisdiction 
which do not currently have RWO rates. The utility stated in its 
tiling that tho purpose for requesting a new class o f service was 
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that a need tor an RWO rate 
time . In its petition, the 
supporting its request to 
jurisdictional service areas. 

• 
exists for the utility from time to 
utility presented several arguments 
establish the RWO rate for a l l 

In reviewing the utility's petition, stat! was concerned with 
the number of customers affec ted by the RWO rate, the revenues that 
could be generated by the RWO rate, and how the rate was 
calculated. Regarding the number o f customers affected, the 
utility states that ''Florida Water's need for the RWO rates is 
occasional , not frequent ... and the numbe.: of customers affoct ed 
will not be siqnificant.H The utility stated, in ita July 24 , 1997 
respon~e t c. start• s data reques t, t hat only one or the s e rvice 
areas included in this docket requires an RWO rate . The utility 
stated that, to its knowledge, the Palm Terrace service area. has 
two customers which requi re an RWO rate. The utility further 
indicated that most of the customers who would be affected by such 
a rate receive water service from an unmetered private well . 

With such a low n~er of existing RWO customers , staff was 
inclined to support the decision discussed earl ier, pursuant to 
Order No . PSC-97-1320-FOF-WS, issued in Docket No . 950495-WS, that 
these r equests should be processed on a case by case basis . 
However, the utility' s argument that even with few existing 
customers, it is more rational and efficient to process in one 
docket what might otherwise, be processed i n 31 separate dockets is 
persuasive . 

Similar to the utility's belief that the number of customers 
affected will not be s i qniticant, FWSC states that it also bell'lves 
the revenue derived will not be signitlcant. The utiUty further 
states in i ts tiling and again in its response t o st! ff' s data 
requests, that ~the revenue to be derived from and the number of 
customers to be affected by the requested new class o f servic& are 
inestimable ." Yet, gi ven tho current nwnber of existing RWO 
customers and the associa t ed revenue, staff believes that the 
revenue generated will be negli gible. 

In making this recommendation, staff considered the utility's 
claim that the revenue derived and the numbe r of customers at!ccted 
by t his requested new class of service are inestimable. Staff 
determi ned therefore, that revenue generat ed !rom the RWO custo.mers 
wil l not be s i qnificant because of the infrequent nature o C tho 
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• 
need for RWO rates and the relatively small number of customers who 
actuall~· fall in t hat category. 

In support of its request for RWO rates, the utility stated 
that the costs associa ted "tlith providing these RWO customers 
wastewater service exceeds the costs recoverable through the base 
facility charge portion of the current metered residential 
wastewater rates . The utility s tates that RWO customers convey 
wastewater volume to FWSC's collection and treatment facilit i es . 
The utility argues that if the ~cost for collecting and treating 
wastewater were not over and above the cosLJ recovered through the 
BFC, there wou~d be no need for a usage-based component to the 
meter ed service. Therefore, an RWO rate is necessary for the 
utility to recover its costs associated with collecting and 
treating wastewater from RWO customers.u 

Staff's last consideration relates to the utilJ ty' s 
calculation of the RWO rate. As stated earlier, the utility 
included in its filing the calculated rate for each of the service 
areas which presently have no RWO rate . The utility followed the 
methodology approved in Order No. PSC-96-1320-FOF-wS, to calculate 
the RWO rate . This methodology uses the Commission-approved 
equivalent residential connections (ERCsl and associated 
consumption for each service area from Order No. PSC-96-1320-FOF-WS 
to determine the average usage per ERC per service area. The 
utility then applied the calculated average u:sage per ERC by 
service area to the corresponding Commission-approved wastewater 
rate. Staff agrees with the utility' s methodology based on 
Corrunission approved billing determinants and agrees with the 
utility' s application of the methodology to the service areas 
included in this docket. This methodology and the resulting 
calcul ations can be reviewed on Attachment 1. 

With this filing, the utility has 
reflecting the proposed RWO rates 
documentation tor the proposed rates. 

submitted tariff sheets 
along with supportinq 

Upon reflection, staff agrees that rather than addressing the 
RWO rate for each of the ser vice areas in thirty-one separate 
dockets, 1 t is appropriate and reasonable to review and make a 
recommendation 1n one docket . In as much as tho need for such a 
rate arises and there are currently 31 service areas without an RWO 
rate, it is important for the utility to have a Commission approved 

- 6 -



• 
DOCKET NO. 970328-SU 
OCTOBER 23 , 1997 

• 
rate in place. EWSC states that to calculate and file RWO rates on 
a piecemeal basis as the need becomes pressing, would be 
i nefficient and duplicative . Tne utility s t ates that processing 
this request i n thir ty-one separate dockets over time rather t han 
processing this request once i s irrational. Staff agrees wi th the 
utility and believes that it is more appropriate to use the 
information recently approved in Order No . PSC-96-1 320-FOF-WS. 

Therefore, staff is recommending that Florida Water Services 
Corporation's proposed tar iff sheets reflecting the ut ility' s 
request for new class of service to provide RWO service be approved 
as filed . FUrther, s taff recommends that the approved rates be 
effective for service rendered on or after t he stamped approval 
da t e on the t ariff sheets pursuant to Secti on 2~-30.475(1), florida 
Administrati ve Code, provided the effected RWO customers have 
received notice . The rates should not be implemented until proper 
notice has been received by the customers. The utility should 
provide proof to staff of the date notice was given within 10 days 
after the date of notice. 

Finally, staff notes that if t he Commission approves FWSC' s 
request , such approval will i n no way alter Order No. PSC-97 -1320-
FOF-WS, which is curren' ly pending appeal . However, because 
staff' s recommended RWO rate relies on Commission methodology under 
appeal , the approved rates should be subject to any subsequent 
change to Order No. PSC-97-1320-FOF-WS as a result of the appeal. 
Should the disposition ot the appeal resul t in any change to FWSC ' s 
wastewater rates, the utility should be required to make a 
subsequent filing with the Commis sion addressing this change. 
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ISSUE 2: Should the docket be closed? 

• 
RgCQMHENQATIQN: Yes. If Issue l i s approved, this t ar i ff should 
become effective i n accordance with Rule 25-30.475 (1) , florida 
Administrative Code. If a protest i s filed within 21 days of the 
issuance of the Order, this tariff should remain i n effect with any 
increase held subject to refund pendinq resolut ion of tho protest . 
If no timely protest is filed, this docket s hould be closed . 
(VACCARO, GALLOWAY) 

STAFF ANN,XSIS : If ther e are no !timely obj ect ions to the tariffs , 
no further action will be required and the docket should be closed. 
In the event t hat a timely protest is fihd, the tar iff should 
remain in effect and the applicable revenues should be held s ubject 
to refund pendinq resolution of the protest. Further, in the event 
o f such protest, staff will prepare an additional recommendation to 
address the appropriate security of such funds . 
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