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BEN E. GIRTMAN 
Attoniey at Law 

1020 East Lafayettc S reet 
Suite 207 
Tallahassee, Florida 1 2301-4552 

Telephone: (850) 656-3232 

Facsimile: (850) 656-3233 
(850) 656-3233 

March 20,2002 

Chairman Lil ii J aber 
Florida Public Service Commission 
2540 Shumard Oak Blvd. 
Tallahassee, F L 32399-0850 

Re; Dockel No. 001502-WS, Proposed Rule 25-30.0371, Acquisition Adjustments 

Dear Commis ;ioner: 

Staff h .  IS requested that participants in this docket provide written responses, not more 
than one pagc in length, regarding the most recent draft of the rule. We appreciate the 
opportunity tc go through the workshop process, which has been very helpful. Utilities, Inc. has 
been willing tc work toward a mutually agreeable formulation of the rule, even though to do so 
will substanti; Ily change some of the prior expectations regarding acquisitions in Florida. That 
process bas CI’ irked well, but there is need for some further consideration and assistance on some 
of the nurnbe s in the draft. The following changes are recommended. 

Page 1, line 2 ; - change 80 percent to 60 percent. 
Page 2, line 2 - change 80 percent to 60 percent. 
Page 2, line 9 - after the work “books”, insert “for ratemaking purposes”. 
Page 2, line 9 - change 70 percent to 50 percent. 
Page 2, line 15 - change 80 percent to 60 percent. 
Page 2, line 17 - change 20 percent to 40 percent. 
Page 2, line 20 - after the work “books”, insert “for ratemaking purposes”. 
Page 2, line 24 - change 5-year period to 4-year period. 

We would appreciate your consideration of the above recomniendatioris. We believe they 
will allow Commission policy to continue to be the incentive it was intended to be for acquisition 
of smaller, poorly operated or unwanted utility systems. The language proposed by Staff, even as 
amended by Utilities, I n c h  recommendations above, is a compromise that, although deviating 
from current policy, hopefully i t  will result in reduced rate case expense and finality of acquisition 

AUS adjustment decisions. 
CAF . Sincerely yours, 
CMP 
COM 
CTR 
ECR 

OPC 
M M s T o  mni i ssi on e rs 
SEC 12hr i s t ina  Moore, Esq. 
OTH I v r r .  Marshall Willis 

--Encl. 

Commission Clerk 
Charles Beck Esq. 
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In  re: Proposed rule 25-30.0371, ) 
Acqu i sit ion Ad j us t m e n ts ) 

DOCKET NO. 001502-WS 

Filed: March 20,2002 

CERTIFICATE OF SERVICE 

I HEREBY CERTIFY that a copy of the foregoing comments on the draft rule. has 

been sent to the following by facsimile or hand deliver this 20th day of March, 2002. 

Jennifer Brubaker, Esq. 
Division of Legal Services 
Florida Public Service Commission 
2540 Shumard Oak Blvd. 
Tallahassee, FL 32399-0850 
(850) 413-6228 
Fax: (850) 413-6229 

Chris Moore, Esq. 
Appeals 
Florida Public Service Commission 
2540 Shumard Oak Blvd. 
Tallahassee, FL 32399-0850 
(850) 413-4098 
Fax: (850) 413-6099 

Kenneth Hoffman, Esq 
Rutledge Law Firm 
Florida Water Services Corporation 
P.O. Box 551 
Tallahassee, FL 32302 

Fax: (850) 681-6515 
(850) 681-6788 

FI orida Waterworks Association 
c/o Marty Deterding 
2548 Blairstone Pines Dr. 
Tallahassee, FL 32301 

Fax: (850) 656-4029 
(850) 877-6555 

Charles Beck, Esq. 
Office of Public Counsel 
111 W. Madison St., Rm. 812 
Tallahassee, FL 32399-1400 
(850) 488-9330 
Fax: (850) 488-4491 

United Water Florida, Inc. 
Mr. Al Candelmo 
200 Old Hook Road 
Herring Park, NJ 07640-1799 
(201) 986-4990 
Fax: (201) 986-4996 

Martin Friedman, Esq 
Rose Law Firm 
Aquasource Utility, Inc. 
2548 Blairstone Pines Dr. 
Tallahassee, FL 32301 
(850) 877-6555 
Fax: (850) 656-4029 

Ben E. Girtman 
FL Bar No. 156039 
1020 E. Lafayette St. 
Suite 207 
Tallahassee, FL 32301 
Attorney for Utilities, Inc. 
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2 5 - 3 0 , 0 3 7 1  kcaui.sition Adjustments. 

(1) D e f i n i t i o n .  For the purpoSe of t h i s . .  rule, an 

a c q u i s i t i o n  ad-iListment is & f i n e d  as t h e  difference between t h e ,  

purchase price of u t i l i t v  system a s s e t s  t o - a , r j  a c q u i r i n q  u t i l i t y  

and t h e  net book va lue  of the utilitv a s s e t s .  A PosiJive. 

a c q u i s i t - i o n  adjustment exists when t h e  purcha,se  p r ice  is qrea ter  

t h a n  the n e t  book y a l u e .  A neqative,.acquisition adjustment 

exists when t h e  purchase pr ice  is less t han  t h e  n e t  book value. 

(2) Fosit..ive Acquisition Adjustments. A .-positive 

acquisitiou adiustment shall no t  be i n c l u d e d  i n  r a t e  base absent- 

proof o f  e x t r a o r d i n a r y  circumstances. Any entitv t h a t  be l i eves  

a full o r  D a r t i a l  positive a c c r u j s i t i o n  adiustrrient s h o u l d  :b.e made 

h a s  the burden  t.0 prove the existence of those e x t r a o r d i n a r y  

circumstances. In determi-ninq whether e x t r a o r d i n a r y  

circumstances have been demonstrated, the Commission s h a l l  

consider evidence provided to the C o m m i s s i o n L u c h  a s  anticipateq 

improvements in q u a l i t v  of service,  anticipated improvements in 

compliance w i t h  requlatasv ma\nd.t:es, anticipated rate r educ t ions  

or r a t e  stabilitv o v e r  a lonq-term per iod ,  and. a n t i c i p a t e d  cos t  

efficiencies _ _  
(3) Neqat ive Acquisition Adiustments. A neqat ive  

acquisition a d j u s t m a t  s h a l l  n o t  be i n c l u d e d  in rate base zbsent  

proof o€ e x t r a o r d i n a r v  circumstances or where t h e  pu rchaze  p r i ce  

i s  less t h a n  8 0  percent o€ n e t  book va lue . -  If t h e  purcha:;e price 
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is ~ E S _ $  t h a n  6 0  percent of n e t  book v a l u e  t h e n  the-inelusion of- 

a neqative w q u i s i t i o n  adjustment  shall be- calculated P u r s u a n t  to- 

section (b) below. 

(a) C o n t e s t e d .  Any e n t i t v  t h a t  believes a f u l l  or" Dartial 

neqative acquisition ad jus tmen t  shou ld  be made has  the bLir.den t o  

prove the existence o f  t h o s e  extraordinarv circumstances. Undex 

no c i r cums tance ,  however, s h a l l  the purchaser be required t o  

record on i t s  books more t h a n  7 0  percent of a ,. neqative 

acquisition adjustment. Tn, determininq whether e x t r a o r d i n a r v  

circumstances have  been demonstrated, the Comiss ion  s h a l l  

, c o n s i d e r  evidence provided  to the 2 o m i s s i o n  such  as the 

anticipated retirement o f . . t h e  acquired a s s e t s  +.nd the condition 

of t h e  a s s e t s  acquired.  

Cb) Uncontes ted .  Tf t h e  purchase price i s  less t h a n  8 1  

percent  of  n e t  book value, t h e n  the amount  of t h e  differeqce i n  

excess of 2 0  percent  o f  net book v a l u e  s h a l l  be rccoqnized f o r  

r a t e i n a k i n q  purposes as a neqative a c q u i s - i t i o n  adiustment. The 

nesative acquisition a d i u s t m e n t  shall n o t  be recorded on t h e  

books or used for anv earninqs review unless the purchaser f i l e s  

Sfor a rate increase PU. 

-367.0817 or 367.0822,  F.S. t h a t  will be effective durinq. t h e  

amortization p e r i o d .  T h e  neqative a c q u i s i t i o n  adjustment s h a l l  

.be amor t izec l  over  a 5-vear per iod  from the d a t e  of is-suance of 

the order  approvi.ns t h e  t r ans fe r  o€  a s s e t s .  
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( 4 1  Amortization Period.  In 3 e t t i n g  the amortization PeriodL 

f m  a Commission aDproved acquisition adjustment pursuan t  to ( 2 )  

or ( 3 )  (a)-above, t h e  Commission s h a l l  consider evidence pr.ovided 

to the Comis$ ion  such  as the composite remaininq life of t h e  

g s s e t s  purchased and t h e  c o n d i t i o n  of t h e  a s s e t s  purchased. 

 amortization^ ~ of t h e  a c q u i s i t i o n  adjustment shall beqin on t h e  

date of issuance of the orde r  approvjnq the t r a n s f e r  of a s s e t s .  

( 5 )  Subsecruent Modification. AnV f u l l  ox partial 

a c c w i s i t i o n  adjustment, once made bv the Commission purs .uan t  t o ,  

( 2 )  ( 3 )  ( a )  above, rnav be subsequently m0difie.d if the 

e x t r a c z d i n a r y  circumstances do not materialize or s u b s e s u e n t l v  

a r e  E . l i m i n a t e d , o n  chanqed  w i t h i n  five y e a r s  of t h e  d a t e  of 

i s s u a n c e  of the order  approvina t h e  t r a n s f e r  of  a s s e t s .  

Specific Authority: 3 5 0 . 1 6 7 ( 2 ) ,  367.121(1) (f), FS. 

Law Impkmented:  3 6 7 . 0 7 1  ( 5 )  

History: New 

3 6 7 . 0 8 1  ( Z }  ( a )  367 - 121 [ I )  ( a )  { b )  , FS. 


