BEFORE THE PUBLIC SERVICE COMMISSION

DOCKET NO. 030444-WS
ORDER NO. PSC-05-0146-AS-WS
ISSUED: February 7, 2005

In re: Application for rate increase in Bay
County by Bayside Utility Services, Inc.

The following Commissioners participated in the disposition of this matter:
J. TERRY DEASON
CHARLES M. DAVIDSON
LISA POLAK EDGAR
ORDER APPROVING SETTLEMENT AGREEMENT AND CLOSING DOCKET
BY THE COMMISSION:

BACKGROUND

Bayside Utility Services, Inc. (Bayside or utility), a wholly-owned subsidiary of Ultilities,
Inc. (UI), is a class C water and wastewater utility currently serving approximately 283
residential customers and four general service customers. The utility completed its filing of an
application for a rate increase on February 17, 2004, and this date was established as the official
date of filing.

By Order No. PSC-04-0414-PCO-WS (Interim Order), issued April 22, 2004, we
suspended the utility’s proposed final rates and approved an interim revenue increase of $42,547
(or 64.57%) for water and $51,145 (or 55.22%) for wastewater. We also calculated the amount
of security for any potential interim refund.

Noting that a large number of customers of Bayside had requested that the county
intervene in the rate case proceeding, Bay County (County) filed its Petition to Intervene in Rate
Increase Proceedings and Objection to Rate Base and Proposed Rates on July 27, 2004. By
Order No. PSC-04-0729-PCO-WS, issued July 28, 2004, we granted the County’s Petition fo
Intervene.

We also allowed the County to participate and voice its concerns and objections to our
staff’s recommendation which was considered at the August 3, 2004 Agenda Conference. By
Proposed Agency Action Order No. PSC-04-0820-PAA-WS (PAA Order), issued August 23,
2004, we proposed to approve a $31,517 (or 47.83%) water increase and $39,609 (or 42.77%)
wastewater increase.

After the issuance of that PAA Order, Bay County adopted Resolution No. 2570 on
September 7, 2004, rescinding our jurisdiction over investor-owned water and wastewater
utilities in Bay County effective immediately. Moreover, on September 13, 2004, the Office of
Public Counsel (OPC) filed a timely protest of almost all aspects of the PAA Order.
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Bayside notified our staff that it would maintain its interim rates pending our final
decision. By Order No. PSC-04-1064-PCO-WS, issued October 29, 2004, we required the
corporate undertaking guaranteed by Utilities, Inc., to be increased from $46,964 to $102,733.

Because of the protest, we scheduled a hearing to be held in the utility’s service area, and
issued an Order Establishing Procedure on September 20, 2004. On October 4, 2004, OPC filed
its Motion for Commission to Relinquish Jurisdiction to the County (Motion to Relinquish
Jurisdiction). By Order No. PSC-04-1155-PCO-WS, issued November 22, 2004, we denied
OPC’s Motion to Relinquish Jurisdiction. Moreover, on November 24, 2004, Bay County filed
its notice of voluntary withdrawal as intervenor in this case.

Subsequently, on December 8, 2004, Bayside and OPC filed their Joint Motion
Requesting Commission Approval of Settlement Agreement with the Settiement Agreement
attached (Joint Motion). In the Joint Motion, Bayside and OPC requested that discovery and all
events be suspended pending Commission consideration of the Settlement Agreement. This
request was granted by the prehearing officer and the prehearing and hearing scheduled for
February 7, 2005, and February 20-21, 2005, respectively, were canceled pending our
consideration of the Settlement Agreement.

This Order addresses the Settlement Agreement submitted by Bayside and OPC, and we
have jurisdiction pursuant to Sections 367.081, 367.082, and 367.171(5), Florida Statutes.

SETTLEMENT AGREEMENT

As stated above, OPC originally protested almost all aspects of the PAA Order, but then
later entered into a comprehensive Settlement Agreement with Bayside. In the Settlement
Agreement, the parties agree that no refunds would be required, and listed the revenue
requirements and the appropriate rates for the first year beginning January 29, 2005, the second
year beginning January 29, 2006, and after four years beginning January 29, 2009. The parties
agreed that the revenue requirements would be as follows:

WATER WASTEWATER

First Year (1/29/05-1/28/06) $80,963 $111,132
Second Year (1/29/06-1/28/07) $94,017 $127.616
After Four Years (beginning 1/29/09) $86,247 $119,845

The reduction after four years represents the full amortization of rate case expense in the amount
of $7,771 for water and $7,771 for wastewater.

Also, the parties agree that the rates for the respective periods should be as shown on
Exhibit “A” attached to the Settlement Agreement, and that neither party “may seek to make any
changes to the revenue requirements and resulting rates provided in this Settlement Agreement
prior to January 29, 2006.” The Settlement Agreement, with its Exhibit A, is attached to this
Order as Attachment A. The parties further agree that Bayside would complete $25,000 of pro
forma improvements to the lift stations as described in PAA Order No. PSC-04-0820-PAA-WS
within 90 days of our final order approving the Settlement Agreement.
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Finally, in Paragraph 7. of the Settlement Agreement, the parties agree as follows:

Bayside’s rate base shall be established as provided by Commission Order
No. PSC-04-0820-PAA-WS. The simple average rate base for the test year
ending December 31, 2002 is $66,672 for water and $194,663 for wastewater.
However, the Citizens strongly disagree with these figures and shall be free to
challenge the Company’s rate base in subsequent proceedings before any utility
regulatory authority. Such challenge shall include but not be limited to the
inclusion of $92,274 in rate base, and inclusion of nonused and useful plant in rate
base. Further, approval by Bayside and the Citizens of the above stipulated
revenue requirements shall in no way limit or estop either party from espousing
whatever positions either deems appropriate for each and every issue that might
be in controversy in any subsequent proceeding before any utility regulatory
authority.

We have reviewed each of the provisions and note that, in each instance, the revenue
requirement and proposed rates are less than those proposed in the original PAA Order which
were less than the current interim rates being charged by the utility. However, this would not
appear to impair the ability of the utility to provide satisfactory quality of service. Based on all
the above, we find that the Settlement Agreement promotes the public interest and approve the
Settlement Agreement in its entirety. With the approval of this Settlement Agreement, Utilities,
Inc. shall be released from its corporate undertaking guarantee in the amount of $102,733.
Moreover, Bayside Utility Services, Inc. shall be required to comply with all aspects of the
Settlement Agreement and charge the rates as shown on Exhibit A of the Settlement Agreement.

The utility has already submitted the appropriate tariffs and a proposed customer notice,
and our staff has found them to be consistent with the Settlement Agreement. Therefore, the
tariffs shall be administratively approved, and the utility shall send the notice to its customers
prior to January 29, 2005.

Based on the foregoing, it is

ORDERED by the Florida Public Service Commission that the Joint Motion Requesting
Approval of the Settlement Agreement filed by Bayside Utility Services, Inc. and the Office of
the Public Counsel is granted, and the Settlement Agreement is approved in its entirety. It is
further

ORDERED that Utilities, Inc. shall be released from its corporate undertaking guarantee
in the amount of $102,733. It is further

ORDERED that Bayside Utility Services, Inc. shall charge the rates as shown on Exhibit
A of the Settlement Agreement, and comply with all other aspects of the Settlement Agreement.
It is further
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ORDERED that the Settlement Agreement with its attached Exhibit A is attached to this
Order as Attachment A, and by reference is incorporated herein. It is further

ORDERED that Bayside Utility Services, Inc. shall provide notice of the new rates to its
customers prior to January 29, 2005. It is further

ORDERED that there are no further actions to be taken in this docket, and it shall be
closed. With the closing of this docket, Bay County will have jurisdiction over the utility’s rates,
charges, and service.

By ORDER of the Florida Public Service Commission this 7th day of February, 2005.

BLANCA S. BAYO, Directo
Division of the Commission

and Administrative Services

erk

(SEAL)

RRJ

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
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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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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

Inre: Application for rate increase )
in Bay County by Bayside Utility ) Docket No. 030444-W§S
Services, Inc. : ) Filed: December 8, 2004
- )
SETTLEMENT AGREEMENT

THIS SETTLEMENT AGREEMENT is made and entered into this ____ day of
December, 2004, by and between Bayside Utility Services, Inc., (“Bayside,” “Utility” or
“Cdmpany”), and the customers of Bayside (“Citizens™), through their undersigned
counsel.

WITNESSETH

WHEREAS, the Florida Public Service Commission (“Commission™) issued
Proposed Agency Action Order No. PSC-04-0820-PAA-WS in this docket on August 23,
2004; and

WHEREAS, on September 13, 2004, the Citizens filed a timely protest to the
PAA Order; and

WHEREAS, in order to avoid the time, expense and uncertainty associated with
adversarial litigation, and in keeping with the Commission’s leng-standing policy and
practice of encoutaging parties in protested proceedings to settle issues whenever
possible, the Citizens and Bayside hereby enter into this agreement to settle this case in
accordance with the terms and conditions contained herein.

NOW, THEREFORE, for and in consideration of the mutual covenants set forth

below, the Citizens and Bayside agree as follows:
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1. Beginning January 29, 2005 Bayside’s final rates shall be designed to generate
revenues of $80,963 and $111,132 for water and wastewater, respectively. These
revenues exceed test year revenues by $15,069 and $18,519 for water and wastewater,
respectively. ' | | |

2. Beginning January 29, 2006 Bayside;s final rates shall be designed‘ to generate
revenues of $94,017 and $127,616 for water and wastewater, respectively. These
revenues exceed test year revenues by $28,123 and $35,003 for water and wastewater,
respectively.

3. As provided by Section 367.0816, F.S., Bayside’s rates shall be reduced
immediately after January 29, 2009 to remove the revenues associated with the four-year
amortization of rate case expense and the gross-up for regulatory assessment fees on that
expense. This reduction in the revenue requirement shall be $7,771 for water and $7,771
for wastewater.

4. Neither Bayside nor the Citizens may seek to make. any changes to the revenue
requirements and resulting rates provided in this Settlement Agreement until January 29,
2006. After this date Bayside may seek such further rate relief it deems necessary, and
the Citizens may seek such rate reductions they feel are warranted.

5. The ab;avc revenue requirements and resulting rates shall fully satisfy Bayside’s
obligation to make refunds to the Citizens for having collected interim revenues in excess
of the revenues finally approved in this docket.

6. Bayside shall complete $25,000.00 of pro forma improvements to the lift stations,
as described in PAA Order No. PSC-04-0820-PAA-WS, within 90 days of the

Commission’s final order approving this Settlement Agreement.
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7. Bayside’s rate base shall be established as provided by Commission Order No.
PSC-04-0820-PAA-WS. The simple average rate basev for the test year ending December
31, 2002 is $66,672 for water and $194,663 for 'was&:watet. However, the Citizens
strongly disagree w1th these figures and shall be free té chéﬂenge the Cb:mpany»’rs rate
base in sﬁbs_equent proceedings before any utility regulatory authority. Such challenge
shall inclﬁde but not be limited to the inclusion of $92,274 in rate base, and inclﬁsionv of
nonused and useﬁﬂ plant in rate base. _Further, approval by Bayside and the Citizené of
the above stipulated revenue requirements shall in no way limit or estop e_i_thef_: party'ffom
espousing whatever positions either dcgms appropriate for each and every issue that
might be in controversy in any subsequent proceeding before any utility :_‘egﬁlator'y
authority. | |

8. The final rates produced by the revenue requirements agreed to in paragraphs 1.
through 3. of this Settlement Agreement are specified in Exhibit “A” attached hereto and
made a p."m hereof. | | .‘ |

9. The submission of this Secttlement Agreement by the Partieé is in the nature of an
offer to settle. Consequently, if this Settlement Agreement is not accepted and approved
without modification by Commission Order, then this Settlement Agreement is rejected
and shall be cpnsidered null and void and neither Party may use thé attempted agreement
in this or any other proceeding.

10. . Bayside and the Citizens expressly agree that all activity relating to this docket
should be suspended until the Commission disposes of the Joint Motion Requesting

Commission Approval of Settlement Agreement.
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11.  This Settlement Agreement will become effective on the date the
Commission enters a final order approving the agreement in total. Upon the Commission
issuing a final order approving this Settlement Agreement, the Citizens Petition on
Proposed .Agency Action, filed on September 13, 2004,“shaiI be deemed resolved, in
accordance with the terms of this Settlement Agreement.

12.  The Parties have evidenced their acceptance and agreement with the
provisions of this Settlement Agreement by their signatures, and personally represent that
they have authority to execute this Settlement Agreement on behalf of their respective
Parties.

CITIZENS OF THE STATE OF FLORIDA, BAYSIDE UTILITY SERVICES, INC.

OFFICEOF PUBLIC COUNSEL /;
: ’ ‘. N 9
Nz Ganctre—

7y C. ,
~" Martin S.Fr'iedn}an ‘

By\

zpHfen C. Reilly
Associate Public Counsel Attomey for Bayside Utility
Services, Inc.

M\l ALTAMONTENTILITIES INC\BAYSIDEW(.57) BAYSIDE 2003 RATE CASE\SETTLEMENT AGREEMENT (12-6).doc
(12/8/04)
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|Bayside Utility Services, Inc. EXHIBIT"A"
Docket No, 030444-WS
_ Seftlemont.  Settlement  Settlement |
PAA Revenue Agreement ' Agreement Agreement
Svstem Requirement  First Year  Second Year = After4 Years
Nater $97.411 $80,983 - 394‘.01? . $86,247
Nastewater $132,222 $141,132 $127,616 . $119,845
{ Nater Percentage Change 16.80% 16.12% B27T%
Nastewater Percentage Change -15.95% 14.83% 6.00%
Seftlement  Settlement ~ Ssttlement |
I R o ‘Agreement  Agreement - Agreement
| NATER RATES PAA Rates First Year  Second Year After4 Years
Residential Service R I
| B x 34" $12.76 $10.61 $12.32 “$11.30
1 34 $19.15 $15.92 $18.48 - $16.96
: AT $31.91 $26.52 $30.80  §28.25
Sallonage Charge per 1,000 gallons $5.19 $4.31 - $5.,01 $4.60
IGeneral Service : : ; Eay ; T
" 5/8" X 314" $12.76 $1061 - $12.32 $11.30
A | $19.15 $15.92 $18.48 $16.96
RL $31.91 $26.52 $30.80  $28.25
142 $63.82 $53.04 $61.60 $56.51
o $102.11 $84.87  $98.55 ©$90.41
3 $20423  $169.75 $197.11 $180.82 |
4" $318.10 -$265:22. $307.98 $282.53
8 _ ' » $638.20 - $530.44 $615.97 $565.06
Gallonage Charge per 1,000 gallons $5.19 $4.31 - $5.01 - $4.60 !
WASTEWATER RATES = Y w
Residential Service , e R
Al meter sizes $21.86 $18.37 ~$21.10 $10.81
{Gallonage Charge per 1,000 gallons $7.10 $5.97 $6.85 $6.44
{(with 6,000 gallon cap) s
{General Service |
R A $21.86 $18.37 $21.10 - $19.81
g $54.64 $45.92 $52.74 $49.53
112" $100.28 $91.85 $105.47 $99.05
2" $174.85 $146.96 $168.76 $158.48
* $349.69 $293.91 $337.51 $316.96
4" $546.40 $459.25 $527.36 $495.25
g" $1,092.80 $518.50 $1,054.73 $990.51
g" $1,748.47 $1,469.58 $1,687.56 $1,584.80
Gallonage Charge per 1,000 gallons $8.51 $7.15 -$8.21 $7.71




