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Re:  Peoples Water Service Company of Florida, Inc.; 2008 General Rate Increase Application
Our File No. 31007.03

Dear Chairman Carter:

This letter requests approval of a test year for Peoples Water Service Company of Florida,
Inc. (“Peoples™). The Company intends to submit an application for general rate relief to the Florida
Public Service Commission for its water system (Certificate No. 543-W) in Escambia County,
Florida. The Company intends to submit the minimum filing requirements (MFRs) on or before 90
days from the date of test year approval.

Peoples has never had a general rate increase application processed before the Florida Public
Service Commission. The Utility’s last general rate increase request was approved by the Escambia
County Board of County Commissioners in June of 1991. The Commission took jurisdiction over
utilities in Escambia County and therefore over Peoples in December of 1991 and the Ultility has had
no request for rate relief processed by the Commission since that time.

Since the Florida Public Service Commission acquired jurisdiction over Peoplesin 1991, the
Utility has also implemented numerous pass-through and indexing adjustments pursuant to the

provisions of Section 367.081(4)(a) and (b), Florida Statutes.

----- The Company believes that the proposed base year and its fiscal year ended August 31,2008,
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is representative of current operations, and should be utilized as the test period with the posmbthty
of some proforma adjustments for known changes which are expected to occur in the future. The
need for rate relief is the result of general changes in regulatory reqmrements refurbishing costs for
“an older water system; and the length of time since its last general rate increase request.
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There are no major plant expansions or change in operational methods which have occurred

ADM __in the most recent 18 months or which will occur during the requested test year.
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The Utility has begun the transition from manual read to radio read meters in July of 2005,
which has continued through the test year, and which is expected to be completed by the end of fiscal
year ended August 31, 2009. The Utility anticipates that it will incur approximately $129,000 in
additional costs related to this change out program in the year following the historic test year, and
intends to request recognition of those additional costs in its filing.

In addition, the Utility operates five wells ranging age from 20 to 57 years and is currently
in the process of adding a new well to back up and/or replace a portion of this aging infrastructure.
Recognition of the estimated additional cost of the new well is expected to be requested as part of
the proforma adjustments to the historic test year ended August 31, 2008.

The Utility will be seeking interim rate relief based upon the historic fiscal year ended August
31, 2008 operations, because the Utility is already in a position of earning below a reasonable rate
of return during the most recent historical fiscal year.

Should you or any members of the staff have any questions with regard to this application,
please do not hesitate to contact me.
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