BEFORE THE PUBLIC SERVICE COMMISSION

In re: Joint petition for approval of stipulation | DOCKET NO. 060122-WU
on procedure by Aloha Utilities, Inc. and | ORDER NO. PSC-07-0023-S-WU
Office of Public Counsel. ISSUED: January 8, 2007

The following Commissioners participated in the disposition of this matter:

LISA POLAK EDGAR, Chairman
J. TERRY DEASON
ISILIO ARRIAGA
MATTHEW M. CARTER H.
KATRINA J. TEW

ORDER APPROVING STIPULATION

BY THE COMMISSION:

Background

Aloha Utilities, Inc. (Aloha or utility) 1s a Class A water and wastewater utility located in
Pasco County. The utility consists of two distinct service areas: Aloha Gardens and Seven
Springs. In February 2005, this Commission initiated deletion proceedings in Docket No.
050018-WU for a portion of the Seven Springs service area based on a number of problems that
ultimately stem from the presence of hydrogen sulfide in the water. On March 9, 2006, after
several months of extensive negotiations in which our staff participated, a Settlement Agreement
was executed by Aloha, the Office of Public Counsel (OPC), and individual intervenors. The
Settlement Agreement resolved all outstanding dockets and court proceedings between Aloha
and this Commission, and was approved by Order No. PSC-06-0270-AS-WU'. A key element of
the Settlement Agreement is the agreement by the parties that it is prudent for Aloha to
implement a new water treatment method — anion exchange — to address the current problems
that stem from the presence of hydrogen sulfide in the water.

Moreover, on October 26, 2004, Aloha entered into a Bulk Water Agreement with Pasco
County (County), wherein 1t contracted to purchase approximately 1.5 million gallons of water
per day from the County in order to meet the needs of current and future customers. Significant

! Issued April 5, 2006, in three dockets: Docket No. 050018-WU, In Re: Initiation of deletion proceedings against
Aloha Utilities, Inc. for failure to provide sufficient water service consistent with the reasonable and proper
operation of the utility system in the public interest, in violation of Section 367.111(2), Florida Statutes; Docket No.
050183-WU, In Re: Reguest by homeowners for the Commission to initiate deletion proceedings against Algha

Utilities, Inc. for failure to provide sufficient water service consistent with the reasonable and proper operation of
the utility system in the public interest, in violation of Section 367.111(2), Florida Statutes; and Docket No. 010503~

WU, In Re: Application for increase in water rates for Seven Springs System in Pasco County by Aloha Utilities,
Inc. '
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costs are expected to be associated with the purchase of this water and the installation and
operation of related chloramination facilities. On February 13, 2006, as part of the negotiations
between the parties towards reaching the Settlement Agreement, OPC and Aloha filed a Joint
Petition to Approve Stipulation. on Procedure, which formalized an agreement between Aloha
and OPC regarding the procedure to be followed and the issues to be addressed in the event
Aloha files a future limited proceeding to recover the costs of the purchased water and related
chloramination facilities. We approved the Stipulation on Procedure by Order No. PSC-06-0169-
S-WU, issued March 1, 2006, in the instant docket.

Effective December 20, 2006, the County will begin collecting substantially higher
impact fees to be charged for plant capacity, including the plant capacity that Aloha contracted to
reserve by way of the Bulk Water Agreement. Aloha endeavored to pay these County impact
fees by December 19, 2006, under the current lower charges. To that end, on November 30,
2006, Aloha and OPC entered into a Stipulation and Joint Petition to Approve Stipulation, which
were filed in the instant docket on December 1, 2006. The Stipulation specifies the treatment of
impact fees to be paid and related carrying costs for purchasing water from the County. By its
terms, the Stipulation will be effective only if approved by this Commission. We have
jurisdiction pursuant to section 367.011, Florida Statutes.

Stipulation

The Stipulation (Attachment A to this Order) entered into between Aloha and OPC
(parties) specifies that the impact fees ($556 per 350 gallons of water reserved from the County)
paid by Aloha to the County on or before December 19, 2006, for the purchase of Phases I, II,
and III (total of 3.1 million gallons per day) for bulk water service should be considered prudent
and that no used and useful adjustments should be made to those impact fees. The Stipulation
further specifies that Aloha should be allowed to accrue prudently mcurred effective debt
carrying costs associated with the payment of the impact fees until such time as this
Commission approves rate relief for Aloha, and that no used and useful adjustments should be
made on the amount of those prudently incurred carrying costs. The parties agree that the impact
fees and prudently incurred carrying costs shall be recoverable in current rates as determined in
the future limited proceeding to be filed by Aloha to recover its costs to construct and operate its
chloramination facilities and purchase of bulk water from the County. The parties also agree to
work toward gaining immediate approval of a stipulated increase in water service availability
charges for Aloha to a minimum level of $3,000 per ERC, by entering into an additional
stipulation and request to this Commission.

Moreover, the Stipulation specifies (in Paragraph 3) that if any amount of impact fees are
subsequently refunded to Aloha by the County, the rate impact of the amount refunded shall be
credited to ratepayers as agreed to by the parties, or if an agreement cannot be reached, as
determined by this Commission. On behalf of our staff and OPC, OPC requested clarification
from the County as to whether the County will agree to refund to Aloha any portion of the
impact fees paid to the County on or before December 19, 2006, to the extent Aloha ultimately
does not require the water paid for by that portion of the impact fees. By letter dated November
29, 2006, to Aloha, the County advised that it indeed agrees to refund to Aloha any portion of the
impact fees paid to the County to the extent Aloha ultimately does not require the water paid for
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by that portion of the impact fees. The County further clarified that it will not be obliged to
make such refund to Aloha unless and until Aloha provides a written request for the refund,
including a release of the County’s obligation to provide the water associated with the refunded
impact fees and the Board of County Commissioners authorizes payment.

The Stipulation is clear that it will onlty be effective if approved by this Commission
without change, is incorporated by reference in a procedural order, and the time for
reconsideration of such order has passed. Aloha’s counsel has represented that if we approved
the Settlement at our December 19, 2006, agenda conference, which we did, Aloha would pay
the County impact fees that same day.

We find that the Stipulation is reasonable and will serve to provide Aloha the assurance it
needs in order to move forward with the payment of the County impact fees under the current
lower charges, which is in the best interest of its customers. Accordingly, we hereby approve the
Stipulation in its entirety.

Based on the foregoing, it is

ORDERED by thie Florida Public Service Commission that the Stipulation entered inta
on November 30, 2006, by and between Aloha Utilities, Inc. and the Office of Public Counsel is
approved in its entirety. It is further

ORDERED that Attachment A, attached hereto, is incorporated herein by reference. It is
further '

ORDERED that this docket shall remain open to allow Aloha Utilities, Inc. the
opportunity to file a Petition for Limited Proceeding.

By ORDER of the Florida Public Service Commission this 8th day of January, 2007.

BLANCA S. BAYO, Director
Division of the Commission Clerk
and Administrative Services

By: gf/%

ANN COLE, Chief
Bureau of Records

(SEAL)
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NOTICE OF FURTHER PROCEEDINGS OR JUDICIAL REVIEW

The Florida Public Service Commission is required by Section 120.569(1), Florida

- Statutes, to notify parties of any administrative hearing or judicial review of Commission orders

that is available under Sections 120.57 or 120.68, Florida Statutes, as well as the procedures and

time limits that apply. This notice should not be construed to mean all requests for an
administrative hearing or judicial review will be granted or result in the relief sought.

Any party adversely affected by the Commission's final action in this matter may request:
1) reconsideration of the decision by filing a motion for reconsideration with the Director,
Division of the Commission Clerk and Administrative Services, 2540 Shumard Oak Boulevard,
Tallahassee, Florida 32399-0850, within fifteen (15) days of the issuance of this order in the
form prescribed by Rule 25-22.060, Florida Administrative Code; or 2) judicial review by the
Florida Supreme Court in the case of an electric, gas or telephone utility or the First District
Court of Appeal in the case of a water and/or wastewater utility by filing a notice of appeal with
the Director, Division of the Commission Clerk and Administrative Services and filing a copy of
the notice of appeal and the filing fee with the appropriate court. This filing must be completed
within thirty (30) days after the issuance of this order, pursuant to Rule 9.110, Florida Rules of
Appellate Procedure. The notice of appeal must be in the form specified in Rule 9.900(a),
Florida Rules of Appellate Procedure.
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STIPULATION

This STIPULATION is cntered into tMsé’Q’ﬁy of November, 2006, by and between
Aloha Litilities, Inc. (*Aloha™) and the Office of Pubtic Counsel on behalf of the Citizens
of the State of Florida (“OPC™) (collactively, YParties™).

WHEREAS, Aloha has contracted to purchase from Pasco County, bulk water service in
order to meey its current needs abowe ity Water Use Permit and itz fiure waler needs to
baiild ot ite service territory in three phases; and

WHEREAS, effective December 20. 2006, Pasce Cownty will begin collecting
substantially higher impact fees to be charged for reservation of Phases I, 11 and I of the
capacity as contracted for in the Bulk Water Agreement dated Corober 26, 200%; and

WHEREAS, the Parties agros that it 13 in the Gest interest of the customers of Aloha w
move forward with the payment of the County impact fees under the current lower
charges; and

WHEREAS, Aloha is willing 16 move forward with payvment of the impact fees dus on or
before Drecember 19, 2006, anly if and to the extent all Parties agree it is appropeiate for
Alobha to do so and all agree to an appropriate mechanisin for recovery of Aloha’s
prudently inowred effective debt carying costs associated with this payment of impact
fees w the County.

NOW THEREFORE, Aloha amnd OFC hereby stipulate and agree that they shall file a
Joint Motion seeking an order from the Florida Public Service Commission that expressty
provides:

1. The impact fees {$556.00 per 350 gallons of water reserved from the County) pald
by Aloha to Pasco County on or before December 19, 2006, for the purchase of Phases |,
1F and 11T {total of 3.1 mgd) for bulk water service should be considered prudent.

Z. Aloha should be allowed to accrue prudently incurred effective debe carrving
costs asscociated with the payment of impact fees to the County until such time as the
Commissioh approves raie relief to Aloha.
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3. If any amoum of impact fees are subsequently refunded to Aloha by the County,
the rate impact of the amount refunded shall be credited 1o retepayers as agreed to by the
Partics, ot if agrecment can not be reached as determined by the Comumission.

4 in the Limdited Proceeding addressed by Commission Order No. PSC-06-01 69-5-
WL and Stipulation on Procedure, dated February 3, 2006, Aloha will seek an increase in
water rates o recover 13 costs to construct and operake its chioramination facilities and
purchase of bulk water from Pasco County. The Parties hereby apgree that no used and
uwseful adjustment shall be made om the amount of prudently incunred effective debt
cerTYing coets acersed by Alohea prior to establishment of new rates in the above Limited
Proceeding. The Parties further sgres that the prudemly incurred effective debt canry
costs accrued by Aloha associated with the payment of impact fees for Phases 1, 11 and IIE
shall be regoverable in current ratey detenmined in the above Limited Proceeding. "
afivded boehs oo el & fat bauesf, 7

5 Based upon 2006 monthly, pe;ntlng reports and historic growth a furnished
by Aloha wy OPC and the Staff,"the Parties agree that no wsed and useful adjusonemts
should be made to the impact fees ($556.00 per 350 gallons of water reserved fiomn the
Couwrny) for Phasas 1, IT aawd YT and that the impact fees shall be recoversble in current
rates detormined in the above Limited Proceeding.

. The Parties hereto will work toward gaining inunediate approvel of a stipulated
increnge in waer service availability charges for Alohs, t0 a minirpum level of $3,000
per ERC as quickly as is reasonably possible, by entering inte an additicnal stipulakion
and reguest to the Public Secvice Commizssion.

The Partics agree that in future limited p:oceedmgs designed to recover the costy
associated with chloramination, the purchase of bulk waier and the amicon
facilities, the CLAC collected from customers from the date of this agreement through the
approved test year of each limited proceseding will be recognized in rates.

7. This Stipulation shaH bind the Parties only if it i approved by the Commission
without change, is incorporated by reference in procedural order, amd the time for
reconsideration of such order hag passed.

EXECUTED this =3 7day of November, 2006.

ALOHA UTILITIES, |

PUBLIC COLUTNSEL

Ce L2
. o=
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STATEMENT BY COMMISSION STAFF

The staff of the Commission participated in the negotiation of this stipulation. Based on
ha partcipation, staff’ will recommend w the Commission that it jssue an order
congistent with this Stipulation. Staff will codedvor in good faith 1o present a
recommendation to the Comumnission for a decision a the first available Agenda
Conference after the date of the execution of this Stipulation.

A € A Cowemn
GENERAL COUNSEL
e .

é@m& OF ECONOMIC REGULATION
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MONTHLY OPERATION REPORT FOR SUMMATION OF FINISHED-WATER PRODUCTION BY CWSs THAT HAVE
MULTIPLE TREATMENT PLANTS 33
See pape 2 for instroctions.
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ATTACHMENT A

MONTHLY OPERATION REPORT FOR SUMMATION OF FINISHED-WATER PRODUCTION BY CWSs THAT b,

MULTIPLE TREATMENT PLANTS
Sex page 2 for instroctices.
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MONTHLY OPERATION REPORT FOR SUMMATION OF FINISHEQ-WATER PRODUCTION BY CWSs TH!
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MONTHLY OPERATION RERORT FOR SUMMATION OF WB-WATE PRODUCTION BY CWSs THAT HAVE
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