
VO'l'!! SHEET 

JUNE 16 , 1998 

RE : DOCKET NO. 980006-WS ,_ Annual restablishment of authori7.ed range of 
returns on common equity for water and wastewater utilities, pursuant to 
Section 367 . 081( 4)(f) , F. S . 

Issue 1 : What is the appropriate range of returns on common equity ! o r 
wa ter and wastewa ter utilities pursuant to Section 367.081(4) (!) , Florida 
Statutes? 

24 

Recommendation : Staff recommends that the Commission continue with the 
cu rrent levera9e formula. Based on the current ran9e o f returns on equity 
authorized by the Commi ssion for other regulated utilities , the 9 . 21• to 
10 . 46\ range o f returns indicated by the current leverage formula approved 
in Order No . PSC-97 -0660-FOF-WS, issued June 10, 1997 , in Docket No . 
970006-WS , is still reasonable for WAW utilities . 

The current formula is : 

Return on Common Equity • 8 . 38% + 0 . 832/Equity Ratio 
where the 

Equity Ratio • Common Equity I (Common Equ it y + Prerorred Equity + 
Long-Term and Short - Term Debt) 
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DOCKET NO. 980006-WS - Annual restabl1shment o f dUtho r 1zed range o f 

returns on common equity for water and wastewater utilities , pursudnl t o 

Section 3 67 . 081 ( 4) (f) , f' . S. 

(Continued from previous page) 

Staff fu rthe r recommends that the Commission limit the autho r ized 

return on common equity (ROE) to a maximum oC 10.46\ ! o r all cquttv rdtt o~ 

of less than 40\ to discourage imprudent financial risk. 
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Issue 2 : Should this doc ket be closed? 

Recommendation : No . Upon expiration of the protest period, th1s docket 

should remain open . 

APPROVED 
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