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June 15, 2010
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Chairman Nancy Argenziano
Florida Public Service Commission
2540 Shumard Oak Blvd.
Tallahassee, Florida 32399-0850

Re:  Aqua Utilities Florida, Inc. - Request for Test Year Approval Pursuant to
Rule 25-30.430, Florida Administrative Code

Dear Chairman Argenziano:

Aqua Utilities Florida (“AUF” or “Company”) intends to submit an application for
general rate relief to the Florida Public Service Commission (*Commission”) for its water and
wastewater systems in Alachua, Brevard, DeSoto, Hardee, Highlands, Lake, Lee, Marion,
Orange, Palm, Beach, Pasco, Polk, Putnam, Seminole, Sumter, Volusia and Washington
Counties. AUF will not be seeking rate relief for its Chuluota water or wastewater systems as
part of this application. AUF intends to file its application including the minimum filing
requirements (MFRs) on or before September 1, 2010.

The need for rate relief is largely driven by two factors that have arisen since AUF's last
rate case which was based on an historic test year ending 2007 First, AUF has made substantial
capital investment in plant and equipment to improve the quality of water and wastewater service
and address issues raised by customers. The capital improvements made since the last rate case
total approximately $8.4 million and include, but are not limited to, tank rehabilitation and
replacement, meter replacement, electrical upgrades, pump replacements, and improvements to
treatment systems

AUF considers customer satisfaction and water quality its top priorities and, to that end,
has taken substantial steps to address secondary (aesthetic) water quality standards. The
Company intends to propose pro forma plant additions that address environmental compliance
requirements, as well as the aesthetic issues, which will include repairs to and replacements of
water and wastewater facilities. These pro forma additions will be detailed in the MFRs, which
will also include pro forma adjustments for health insurance expense, purchased water, and other
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costs. These pro forma adjustments, which are preliminarily identified in Attachments A and B
hereto, are not growth-related and include both capital and expense items. AUF will provide
fully supported documentation for review as the rate case is processed.

The second factor that drives the need for rate relief is that consumption has plummeted
by nearly 16 percent from the Commission's consumption calculations in the last rate case. This
recuction in consumption has resulted in corresponding reductions in revenues. The drop in
consumption and corresponding reductions in revenues are significant and are directly
attributable to the installation of a large number of private irrigation wells. (For example, 136
private irrigation wells have been installed to date in one of the Company’s systems.) Asa
result, AUF's water volume sales are not producing revenues sufficient to cover the costs that the
Commission determined were reasonable in the last rate case. The Company's 2010 ROE is
projected to be one percent (1%) or 8 basis points below the Commission established 9.75%
midpoint. At this earnings level the Company cannot realistically maintain a stable financial
position and, without rate relief, will not be in a position to meet its customers’ needs for safe
and reliable water and wastewater services.

The decision to seek rate relief at this time is not one that the Company has taken lightly.
Indeed the Company has made all reasonable effort to avoid filing a rate case. However, AUF's
current revenues are simply insufficient to continue to meet its utility responsibilities in the
manner that the Commission and AUF’s customers expect. With the Company's current
consumption and sales forecasts, and the costs it must incur to provide safe and reliable water
and wastewater services, the Company's return on equity will fall to a negative return without the
requested rate relief. This negative return on equity is well below the return established by the
Commission's leverage formula and is far below the returns that the Commission has awarded to
other water and wastewater utilities. Faced with these dire conditions, the Company has no
choice but to seek timely rate relief.

To minimize rate case expense and mitigate rate impact, AUF requests that this case be
processed using the proposed agency action ("PAA") procedures set forth in Section 367.081(8),
Florida Statutes, These PAA procedures provide a cost-effective mechanism through which the
Commission and its staff can thoroughly address all of the customers' and the Company's issues
related to the rate case. AUF's customers will have ample opportunity to voice any concerns
they may have at customer meetings held throughout AUF's service territory. AUF respectfully
submits that utilizing the PAA process will minimize rate case expense and result in lower rates
for the customer.

Finally, as part of its request for rate relief and pursuant to Rule 25-30.430, Florida
Administrative Code, AUF requests approval of a historic test year ending April 30, 2010. The
requested test year is representative of a normal full year of operation and will best fulfill the
purpose of a test year, which is to set rates based on costs and revenues that are representative of
the period when new rates will be in effect. AUF has not experienced any significant changes in
its operations since April 30, 2010, and does not anticipate any such changes prospectively. The
Company will also request interim rates based on the same historic test year and , as indicated
above, intends to submit the MFRs on or before September 1, 2010.
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Aqua is committed to continuing to provide excellent service to its customers. Should
you or members of the Staff have any questions regarding this request, please do not hesitate to
contact me.

Sincerely,

HOLLAND & KNIGHT LLP

&Bruce May, Jr. aj/

DBM:kig
Enclosures

cc: Honorable Lisa P. Edgar, Commissioner (Via Hand Delivery)
Honorable Nathan A. Skop, Commissioner (Via Hand Delivery)
I.R. Kelley, Public Counsel (Via Hand Delivery)
S. Curtis Kiser, General Counsel (Via Hand Delivery)
Ms. Ann Cole, Commission Clerk and Administrative Services (Via Hand Delivery)
Mr. Marshall Willis, Florida Public Service Commission (Via Hand Delivery)
Ms. Cheryl Bulecza-Banks, Florida Public Service Commission (Via Hand Delivery)
Mr. Jack Lihvarcik, Aqua Utilities Florida, Inc. (Via U.S. Mail)
Mr. Troy Rendell, Aqua Utilities Florida, Inc. (Via U S. Mail)
Ms. Kimbetly Joyce, Aqua Utilities Florida, Inc. (Via U S. Mail)
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