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BEFORE THE r l.ORIDA PUBL I C SERVI CE COMM I SS I ON 

In re : App l ica t i o n fo r transfer of 
Certifica t es Nos . <11 6-1'1 J tu..l 35 1- S 11 nd 
maj o ri t y o rganizati o na l con tro l o ( FOX 
RUN UTILI TI ES, INC. t o SOUTHERN STATES 
UT ILITIES, I NC. i n Ma r tin Co unty 

DOCKET NO. 8110 29 4 - WS 

ORDER NO . 

I SSUED: 6-19- 89 

The fo l l owi ng Commiss i o ne r s parti c ipated 
dis posi t ion of t hi s ma t ter : 

MI CHAEL Mc K . WI LSON, Ch a i rman 
THOMAS M. BEARD 

BETTY EASLEY 
GERALD L . GUNTER 
JOHN T . HERNDON 

NOT I CE Of PROPOSED AGENCY ACT I ON 

ORDEI< J::STAOL I Sil l NG RATE BASE 

BY THE COMM ISS I ON : 

in t he 

NOT I CE I S H EI~ F:BV G I V ~;N h y I h•· I" l o t ldo Pub! i c So t vi c c 
Conuni ss i o n t h a t t he ac t ions d i scussed he r e i n a re p re limina r y i n 
natu r e and wil l become f ina l unless a pe rson whose i n te r es t s 
are substan t i a l ly af ( ected f iles a pe t itio n f o r a f o rmal 
p r oc eedi n g pursuan t t o Rule 25-22 .029 , F l o r i da Admi n ist rat i ve 
Code . 

BACKGROUND 

On Apr i 1 7, 1987, Clw :a" ' 111. ('(W k , J 1. , Pt usl u on t o t Fo x 
un Utl litios . I nc . ( Fo x Hun} s e rved .a not i ce J n t e nt t o 

abando n Fo x Ru n i n accord ance w i th Sect i o n 367 . 165 , F l o rida 
Sta tutes , o n June 6 , 1987. On May 29 , 1987, Southe rn States 
Uti li ties , Inc . ( So u t he rn St atos } and Fo x Run c n torod inl a 
tent a ti ve ag reement for So u t ho r n Sta t es t o pu rchase Fox Run . 
On June 3 , I987 , fo x Run served not i ce of its i n ten t t o e x tend 
t h e e £Cecti v e d a te of its aband o nme n t from J une 6 un ti 1 Ju l y 
2 1. 1987 . On J u l y 16 , 1987, Fo x Run served no tice of a f ur t he r 
e x t ens i o n o f s i x mon t h s o n i ts abando nmen t , in o rde r to r eso l ve 
cert a in' ma t te r s , so t hat t he pt o poscd s a l e to Sou thorn States 
could be c o nsummated. 

On Februa r y 22 , 1988 , Southe r n Sl ates f i l e d an app 1 1 cation 
f o r t he tra nsfe r o f Ce rti f i cates Nos . 4 16-W a nd 35 1-S . Based 
u po n t he· p roposed t ran s fer , F'o x Run w i t hd r c14 i t s no t i ce of 
abandonme nt . By Or der No. 19 129, issu ed April 11, 1988 , we 
acknowl ed ged Fo x Ru n 's withdrawal o f its not i ce of a ba ndonment . 

By Orde r No . 19860, i ssue d Aug ust 22 , 198 8 , t h i s 
Comm i ss i o n approved t he trans f e r and set r ate bas e Cor t he 
sewer system. We d id no t e s tabli s h a rate b ase f o r t he water 
sy s t em, h owever, bec ause we found t ho q u a l ity o( t he wate r 
p r oduced t o b e poor. Ins tead, we required So u t he rn St a t es to 
p rovide a n e ng i nee ring repo rt d o t a i l inq t h poss i hl•• ~o l ut l o n:1 

o tho w.1 l<" • p t o blt•m::, L ht' eo!. l ' " ' ·" ' " t> Jl l lon, tho u LL OCt t h a t 
ouch o p ti o n would hdvo o n rates and it s r e a son f o r se l ecti ng 
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one o l t hese o p tr o ns . l'ic ( urthcr ordt• r o ll Sou t he r n Sta l es l o 
consi der , as an opt i on, an emerge nc y o r pe t mane n t i n ter 
connection w i t h Mart in Do wn s Uti l ities , I nc . 

~NG I NEERI NG REPORT 

After fili ng sev~ra l i ncomplete repo r ts , Sou t he r n States 
fina l ly :;ubmittoll .n1 e ng ineer i ng r o po t l, compl eted in 
comp l iance wi th 0 1de r No . 19 860, o n Apr i l 17 , 1989 . This 
repo r t deta i l s four separa t e alte r natives t o a ll evha te t he poor 
qual i t y of t he wate r. The f i r s t al te r na tive cons idered i s an 
interconnection w ith Marti n Downs. Acco rding to Sou t he rn 
Sta t us ' .r epor t, t h i :; woul d co:; l a lol.l l 0 1 $l ~'l.fi·I O l n serv ice 
avai l abi l i ty fees a nd l ines . Th is a l te rnat i ve wo u ld a l so 
invo l ve the t etiremon l of the Fox Run wa t e r t r eatmen t pl ant . 

The second 
construction of a 
well wou l d cost 
$ 50 , 000 i n l a nd 
additional co s ts 
this alternative, 
quality t o that 
Sta tes would a l so 

a l te rnat i ve con s i dered i s Souther n Sta t es ' 
new we l l. According t o Souther n Sta t es , the 

appr oxi mate ly $ 25 ,000, p l u s a n estima ted 
costs . Sou thern Stales WLuld a l so i nc u r 

for e ngi neer ing , permi l ling and lines . Unde r 
however , t he water i s l i k e ly t o b e s imilar i n 
of t he e x i s t ing we ll. T he r efore , Southern 
need to refu rbi s h its iro n fil ter s . 

The th 1rd a l ternative con s i de r e d is the inslo l l at i o n o f a 

I 

I ime so f ten i ng sy stem . Southern State s e stimated t he cost o f 
lhis a l ternati v e to be appr o x imate l y $ 225 , 0 00 . rn addition , I 
t he ope r at i o n a l costs wott ld be q u i te e xpe ns i ve due t o t he 
chemica l s needed for s uc h a l r alrnenl sys tem. 

The f ina l al te rnativ e cons i dered invo lves r efurbi s h ing t he 
three e xi sti ng iro n f i l t e r s and insta l l ing two ~dd i lional 
f i l lor s , ndding t wo hi g h sc r vi co pump~: ;"~nd Lh 1oc IJ .. • •:~iri s h po nds 
and conn ecting two e x i :>t i n g tanks to lho ::;y :;Lcm . Sou t ho rn 
St a t es est imat es t hat t hi s would cos t appr o xima t e ly $ 99 , 388 
u s ing a n o u ts ide contracto t and $ 83 ,080 u s ing i n - ho u s e 
per sorlrl' l . So u t hern Stales h as conc luded that l hi s l ast 
Jlloiii<\LIV' i s Lh · mu s l c o s l o tt uctl vo n nd h .1s Ch O:,L'n t o L.1k0 

this app r o ach. I t h as a lready rece ived a permi t fo r t he 
c o nstruct i o n o r these add i tio n s and est i mates t h at t he work 
wi I I bo cornplelcd o n o r abo u t October 3 1, 198 9 . 

Based upo n o u r t cv i •w ot lh\3 i n fo r mat i o n s u pp l i od by 
Southern States. we agree t h a t its c hoice i s the most 
c o st-effective of the a l te rna t ives con s idered. Howe ver , 
although we do no l i n tend to i nd i ca t e t hat we wil l ho l d 
Suulht•t n S l.l l o•:. tn 11~: ••: . ll lll . l !o· '" lho' !'1<' c-o:• t s. ~~· · 1~ ill rov i ~ ,., 
its chot e c and cost e:>timaLos in its next r dlO tJt ocoedi ng. 

flA1'F liAS!-: 

for t he p u rpose of this tran s f e r, we h ave estab l i s he d rate 
b aso as o f Juno 30 , 19117 , Lho daLo Lh.IL Sou l hor n Sl oLos be gan 
operJti ng Lhe sys l o'lll, rather t h a n November 25, 19tl7 , t he ac t ual 
· l os t n iJ c.IJL ' · T ill' rl' .I :Hln 1o~o h av e uso."d llli :, dal~ is bocnuso 

So uthern States had a I t eudy made i mprovt:men ts t o the s y stem 

I 



I 

I 

I 

ORDER NO. 21408 
DOCKET NO . 88029 4- WS 
PAGE 3 

prior to t he cl os ing date and we a r e o nly in te r es ted in 
establishing the v a l ue of the property bei ng transCer r ed. 

In o rder to establish the appropriate wate r rate base for 
t he purpose of t hi s t ransfer, we audited the utility' s book s 
through December 3 1 , 19 86, and b rough t accumu l ate d dop t ociation 
and amo rti zat i on o f contri bu tions-in- a id- of-construction 
forward to June 30 , 1987. Si nce we are only concerned wi t h t he 
value of t he proper t y be ing transferred, we h ave made no used 
and u se ful o r other adj ustmen ts typica lly perfo rmed in rate 
cases. Further , s ince Sou t he rn St ato:; c hoso LO r o turblsh t he 
e x isti ng system . wo have mado no r e tiLements of any existing 
plant or other property. 

Based 
approp r i ate 
as of J une 
a s Schedule 

upo n the 
r at• bas~ 

30, 1987 . 
No . 1. 

d i scu ss i o n abo v e , we f ind t hnt the 
f o • tho Fo x l~un wate r s y stem is $ 36 ,043, 
Ou r ca l cu l at i on of rate base i s attache d 

ACQU I SITION ADJUSTMEN! 

An a c quisition adjustment occurs when t he purchase pric e 
o f a s y stem dif fe r s from rate ba se a t the t ime o f trons fur. 
Souther n State s purc hased Lid s !Jy stum f o r $ 5 . We h av e a lready 
estab l i sh ed t h e transfer rate base to be $ 36 ,042, there fore, 
there is a negative acqui s i t i o n adjustment of $36,037. 

Commiss i on po l icy i s t o d i s rcgnrd any acquisition 
ad j u stment fo r r atemak ing purposes , whether positive or 
negat ive, unless it is shown that extraordina r y c i rcumstances 
wa rran t our r ecognitio n o f t he adjustment and t hat it is in the 
best interests o f t he c u stomers t o recog ni z e t he adj ustme nt. 
No su c h extraordi n ary c i rcumstances h ave been bro ugh t to our 
at tentio n. we , the r efore , dec line to r ecognize t he acquisi tion 
adjustment f o r r egulatory purposes . 

Upon c o ns ide r ati on o f the fo r o~:~oi nq, i t 1:: 

" ORDERED by the Flo r i da Public Serv ice Commiss i on that the 
prov is ion s of this Orde r are i.ssued as pro posed a ge nc y action 
and will become fi na l unl e ss an appro pri ate pot i t' i o n i s f 1 1o d 
w ith t he Directo r , Divis i on o C Roco ttls umJ l~opo • ti ng, 101 East 
Gl)ines St 1cet, Tal l ahassee , florida 3239 9-0870 , by t he c l ose o f 
busi ness on Ju ly 7, 1989 . I t i s further 

ORDERED t hat t h e appro pri a t e ra te base 
States Ulili tic!l , Inc . Fo x Ru n wa t er s y s tem 
Jun~ 30, 1987. It i s f ur t her 

f o r Lhe SouLhtH n 
i s $ 36 ,04 2 as of 

ORDERED t hat, afte r July 10, 1989 , t hi s Commiss i o n will 
issue either a not i ce o f f u1lhl •1 pr'o 'otltJinq s 0 1 a n order 
i ndl c.Jt i u Q Lhnl tho p t ov l s l ons of. t h is Order h av e become final 
and effective. 
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Ry OROf:R t' l t h •• ~· t n t itl.t l'ulJlil' 
l hi !S 19LIL Jay 0 1 ---lUNt: ____ , 1289 

Comm i ssion 

s~ I 
Division of Reco rds and Reporting 

(SEAL) 

RJP 

NOT ICE Of FURTHER PROCEED INGS OR JUDI C IAL REVIEW 

The florid a Publi c Service Commit~r.i on in .,,qu i aml by 
Section 170 . 51'1 ( <1) , Fl n tldn ~:t iat ul•l~ . L o nt> ltly 1J8tties of any 
.. omlnl sl a atl vo hea t lug o r j udicial r eview or Conun i ssion o rders 
that i s available under Section s 120.57 o r 120. 68, florida 
Sta utes , as well as the procedures and time limits that I 
app ly . Thi s no t ice s hou ld not bo consl auccl t o moon o 11 
r equests fo r on odmini s lt at ivo hea t i ng o t judi c ial rev i e w will 
bo CJt (Utlod o r rosu l l in t he r e li ef sou g ht . 

The act ion proposed here in is pre t irni t1a 1 y in nature and 
wi t1 no t become effect i.ve o r f ina l. except as provided by Rule 
25-22 .029. F l o rldil Admini s trnti v' Codi.' . Any person whose 
subs l a nl lo l intere s t s are affected by the action proposed by 
this order may fil e a pet iti o n for a formal proceeding, as 
provide d by Rule 25-22 .0 29 (4), Florida Adminis trative ()od , i n 
the f o r m prov ided by Ru l e 25 - 22 .036(7)(a) and ( f), ~ lorida 

Adrnl n I sl t at I vo Couo. Th i s pol i ll o n must be r ece ive d by t h e 
Uirector, Division of Reco rds a nd Re porti ng at his of fice at 
101 East Gaines St r eet, Tallahassee , florida 32399-0870, by t he 
close o f business o n July 10 , 1989. In the absence or s uc h a 
pet iti o n, t hi s order s hall become effoctivo Ju l y II, l 989 a s 
pro vided b y Rul e 75 - 22 .029 ( 6 ), F l o ti da Admini sl t a l ivl.! Code, and 
as r e fl ected in a subseque n t order. 

Any ob j ect i on o r protest fi l e d in this d ockcl before t he 
issuance dale of this ordt'l i s cons ldcrcrt •1ll.1ndon~~ct unless it 
Slll i sf tos lh • f o aeg o ing contltli o n s a nd Is 1\!lll.!wed wi t h i n the 
speci f ied protest peri od . 

If th is o r der becomes f inal a nd e ffec tive o n J uly ll, 
19 89, any party advc t sc l y .1ff••c lod may IOIJH••:II j ucl lc l ,ll t cviow 
by tho ~- l o ti dd SuJ>aurnl.! t;o url In tho case o t a n c l ectr i .; , gas or 
t e l e pho ne utility o r by t he First Di st ri ct Cou r t of Appea l in 
the case of a water o r sewer uli l ily by f iling a not i ce of 
appe al with tho Director , Div i s ion of Reco rd s and Re porting and 
ri ling a copy of t he no ti ce o f appoa l :11u'l llw fl l in11 f oo •~ith 
lh•• il pp r o p r l o tt1 c::ou tl . Till s tlllriiJ mu :; t b• C()mp l otcd within 
thitlY ( 30 ) days of the e tfcclive d a t e o( t hi s order , pursuant 
t o Ru le 9.1 10, Florida Rules of Appe lla te Procedure. The 
notice oC appea l mu s t be in t he form specif i e d in Ru l e 
9 . 900 ( a ) , F l o rida Rules o r Appt:'l l illl' P• n · ·•nhtl n. 
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