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DATE: December 16, 1996

TO:  Blanca Bayo, Director of Records and Reporting </,

FROM: Bob Cas?)'r{./kegulatory Analyst, Water and Waswwai’é’r Division

RE: Docket No. 960984-WS, Investigation of Possible Overcarnings by North Peninsula
Utilities Corporation

Please place a copy of the attached letter from North Peninsula Utilities Corporation in the above
Docket file. The letter is in response to the PSC audit. Thank You.

cc:  Division of Water and Wastewater (Hill, Bethea, Rieger)
Division of Legal Services (Capeless)
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December 12, 1996

Ms. Roben Casey

Regulatory Analyst

Florida Public Service Commission
Capital Circle Office Center

2540 Shumard Osk Bivd,
Tallshzssee, FL  32399-0830

RE: Docket No, 960984-SU -- North Peninsula Utilities Corporativa
Overcarnings Investigation Audit Report - Period Ended June 30, 1996
Avudit Control #96-243 3 |

Dear Mr. Casey:

This is in responsc (0 your audit report on North Peninsula Utilities for a poried of twelve
(12) mouths snding June 30, 1996. K appears in this report that the recusnmendation 18 for a
reduction in our allowable munthly rate. We believe our rates are fair and equitable, and if
anything, oo low at this time.

North Pesinsula Utilities Comporation purchased this opesation in 1989 and has since that time
vastly improved the quality of service and the quality of the physical plant by wpgrading and
icplacing most of the operational parts and tanks of the utility. When we acquired this plant
from Shore Utilities it was in dire need of a complete overhaul both from a physical
siandpoint and a billing and collection position. We endcavored from the beginaing 10
provide efficient service 10 our customers and in doing s0 have absorbed many of the costs

both personally and through other companies we comtrol.

‘This is a small utility and every hook up and every dollar is imporant for a successful
aperation, more 30 than other large statewide utilities. Up until now we have not had a
formal management agreement in place for the operation of North Peninsula Usillities
Cowporation. That was probably an ceror on our part, and | am enchosing with this letter a
new management agreement between North Peninsula Ulilities Corporation and Pesinsula
Management Inc. which will take cffect January 1, 1997. We would appreciale it if you
would take into consideiation the fact thal in past years from a debi income standpoint,
opemational income was marginal at best. We also feel that your audit year of June w June
may o reflect a true picture.
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MANAGEMBNT AGREEMENT

THIS MANAGEMENT AGREEMENT, made this 1st day of Januagy, 1997 by and
betweeu North Peninsula Utilities Corpuration, a corporation organized and existing under e
law of Florida, (bereinafier called the "Unlity™) and Peninsula Managemem, Inc., a
cofporation organized and existing under the laws of Florida, (heremafies called the
"Manager®):

WHEREAS, the Utility is charged with the responsibility 10 provide water and sewer
service 1o its certificated territory in Volusia County, Florida, pursuamt 10 Cenificate 249-S
issued by the Florida Public Service Commission; and

WHEREAS, the Ulility desires to contract with Manager such that Manager will
provide the services with which Utility is charged, with responsibility in an efficiem and
profcssional maancr 1 the benefit of the Udlity and s customers; and

WHEREAS, Manager is fully capabie and desirous of providing such managecment
services w the Wtility under the terms and conditions set forth herein; and

WHEREAS, Utility has contracied with Wetherell Treatment 10 provide on-site
operations and maintenance. Manager will accept the respunsibility o oversee and manage
that contract. liems listed as Wetherell Treatment responsibilitics pursuant 10 that contract
are specifically cxcluded from Manager's duties under this Agreement. However, this in no
way limits Managers's capability to perform and be compensated for those dulies.
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NOW, THEREFORE, for and in consideration of the premises and the sum of Ten
gggsgﬁ_o.sviggﬁgglségia
ﬁggﬁna&!ig-a!ri!g&.ﬁuﬁﬁ.gg.g_
and agree as follows:

|. EXCLUSIVE AGENCY. Peninsula Management, Inc. agrees to be the Manager
of the Uhility pursuant to the terms and conditions hereinaficr provided.

2. TERM. gnbgt_ﬂgi.ﬂ_:ﬂﬂ!ﬁi-ﬂgr
1997 through December 31, 1997 and is automatically renewable for successive one (1) year
tcrms unless cancelied by either party upon writien notice given to the others at least ninety
(%) days prios 1o the effective date of the wermination.

3. AFPOINTMENT OF MANAGER. In order to provide for cemralized
management of the sysicin, the partics hereto acknowlodge and agree that Manager shall act
as, and is bereby appointed by Utility as, the manager of the sysiem. Manager is a Florida
corporation and shall have the right to subcontract for portions of the services described
herein. Manager shall manage the System using its discreson in discharging the duties
described herein. However, all work performed by Manager will be done in appordance with
the provisioas of this Agreement and subject to Utility's continuing right of inspection.

4. MANAGER'S DUTIES. The Manager shall be respoasible for the maintenance
and opcration of the Utility's facilities and infrastructure and such other dutics and
responsibilities from time to time as may be assigned by the Utility including, but not limited
10, those which may be required by applicable law. The cost of all maimenance and

operations to be borne by the Utility.
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The Manager shall als provide consultation, advice, guidasce and managerial services
10 the Ukility as required by i, Mnupddmmimlﬂ.bﬂmmmiﬂlyiiﬁﬂm,lhc
following:

a) Employment and supervision of all individuals or companies hired or contracted
with for the performance of any duties or services 10, or for, Utility. The cost of any
emumnmum'mummmmw.

b) Purchasing, leasing, contracting or otherwise arranging services, supplies,
equipment, vehicles, mainienanve agrecments, bonds or matenals necessary (0 maintain,
prescrve and repair any property under management. Cost of which 0 be borne by the
Utility.

¢) Oversee day-to-day accounting services and the maintenance of proper accounting
records as requircd by the statures, Adminimrative Code Rules and policies of the Florida
Public Scrvice Commission. The cost of all accounting scrvices 0 be bome by the Utility.

d) Obeain and maintain all required licenses and permits and the name of the Unility
at Uhility's expense.

e) Supervisc and manage all construction, repairs and emergency situations..

N Correspond and meet with City, County, Staie and Federal Agencies concerning
wility matters, in the name of the Utility.

g) Provide administrative scrvices, such as word processing, corporate
correspondence and other compuler services in performance of its managecment services.

h) Provide budgets and cash flow projection.

1) Provide cusiomer service, other than billing, in the name of the Utility.




ﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂ

1) Loss or damage, consequential or direct, arising from the operation of, or failurc
&?mia.ﬂﬁm?&sgﬂninﬂﬂnig&gﬁasgg.
obsulescence, onidation or corrosion, pollution, comamination or fire, unless such Joss or
Etﬁgaﬂgsgﬁﬂgiﬁgqiﬁﬂzﬂgi
its obligations pursuant o this Agreement.

i) The replacement or replacement cost of any portion of the System or of its
cquipment. Maoager reserves the right 10 Advise Uulity when its equipment is absolete and
non-repairsbie, and which requires replacement; however, Utility will make the final decision
as 1o when and if said equipment is 10 be replaced.

6. MANAGER'S COMPENSATION. The Utility agrees to pay a Management Fee
of $9.34 per connected sewer customer per month, As of 01/01/97, said fee equates to
$4,548.00 per month for 487 connections. This fec shall be adjusied monthly based un new
connections and disconnects. In addition 10 the Management Fee the Utility shall pay all
reasonable custs and expenses incurred by Mansger in the performance of its duties (including
but oot limited to rcasonable attorneys’ fees and all costs of utilizing Manager's own
employees, seminars, dues and subscriptions, travel, office supplics or other materials).
Manager shall be entitled to withdraw from the revenues of the Utility system the adjusied
Management Fee monthly plus have the Utility pay direct or reimburse Manager the other
cxpenses as billed. Such reimbursement shall be in addition to and not a pant of the cost of
providing the scrvices described herein, In the ovent that the revenues of the Urility's sysiem
are insufficient 10 meet the expenses of operating the systemn and the Manager's fee, Uulity
shall advance its own funds W make up such shor falls.
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7. WWW
COSIS. In the event Utility requosts Manager 10 undertake any services not reasonsbly
Wniwluﬂhﬁshwm.&mrdnﬂbnnﬂdﬁnmﬂww
reimburscment therefore, upon agreement with the Utility in writing and senting forth the
terms and conditions and reimbursement for such services. In addition. upon submission of
jMﬁnalinndeofﬂnUﬁIhy.wmlllbeenli(hdwmi\EIMyfeein
any onc moath exceeding the above stated amount. Unility shall be obligated to pay or
mimbmuuagerfuuymmimudinuumwu.m:u
maigicnance of the Utility's system, The Utility shall have the opportunity 0 review and
wmmmmanmWwpy.Mwm
not be unreasonshly withheld. Manager shall advise Utility in writing of the aced for such
expenditures, the cost, and the system improvements expecied from such capenditure. The
Utility shall respois] with writicn approval and payment withun 30 days of such writien notice
form Manager of the actual or expected incursion of such extraordinary costs. The above
does not apply in emergency cascs whereby the Manager shall take whatever action and incur
whatever cosis mecessary 10 protect life and facilitics in an emergency situation, without
Utility's prior approval. Al such costs shall be paid by Utility as billed.

8. DEVELOPER AGREEMENT. Manager shall have the authority to negotiaste
Developer Agreements with third party Developers secking service from Utility's sysiem.
Manager shall adopt & siandard form Developer Agreement, which form shall be approved
for utilization by Utility. All Developer Agreements shall follow that form, except in the
casc of extraordinary circumsiances, in which event any such extraordinary or unusual

'
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Dewkpwhmdﬂibemmmmwdu Utility. All Developer
Awmﬂthi“byaﬁgmﬂmmﬁwdlhﬂmhyinm.

9. INSPECTION. Unility shall have the right 1o conduct ingpections of the sysiem's
ﬁﬁﬁﬁuwmmmmmo{mnminm-itm
state and federal laws. Manager shall provide acoess (o the sysiem for Utility's personnel
during regular business hours, with 24 hours per day access in case of emergency.
Inspections myb:nlhbynyofUﬁlily'uwhymndcﬁmdbyhllmily.
Managers shall identify for Utility in writing and deficiencies noted and reference statute or
rule standards being violated, and Manager shall be required 10 cosrect any deficiencics mo
noted as s0on as rcasonably possible.

10. FORCE MAJEURE. With respect to the matters contemplated by this Agreement,
ncither party shall be liable or responsible to the other as a result of any injury to property or
person, which was caused by force majeure. The term "forve majeure” as employed herein
shall include, but not limited to, acts of God, strikes, lockouts, or other indusirial
disturbances, acts of any public enemy, wars, blockades, riots, acts of the armed forces,
epidemics, delays by carriers, inability to obiain materials or right-of-way on reasuvnable
terms, acts or failures o act by public suthorities or acts or failures 10 act by regulatory
authorities.

11. OPERATIONAL INDEMNIFICATIONS. Manager shall indemnify Utility
against all liability or loss, and against all claims or actions based upon or arising out of
damage or injury (including death) to persons or property caused by or sustained in
connection with the performance of this Agreement or by conditions created thereby, or bascd
upon any violation of any statute, ondinance, building code or regulation, and the defense of
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any such claims of activns. Manager shall also indemmfy Utility against all lisbility and loss
in connection with, and shall axsume full responsibility for, payment of all fedeml, sate and
local waxcs or contributions imposed of required under unemploymem insumnoe, social
secunty and income tax laws with respect 0 Manager's employees cugaged in performance of
this Agreement. Notwithstanding the foregoing, Manager shall not he responsible for
resulting injury or harm, absent imentional acts or gross negligence, for the carrying out of
specific directives of Utility and Utility shall indemnify Manager for same. The
indemaification provided fore hercin shall survive termination of this Agreement.

12. FURTHER ASSURANCES. The pasties hereto agree 10 execute any and all
further instruments and documents and to wke all action as may be reasonably required by
either party (o effectunie the tcrms and provisions of this Agreement ant the (ransactions
contemplated herein.

13. GOVERNING LAW. This Agreement shall be governed in its enforcement and
construction and isterpretation by the laws of the Siate.

14. LIABILITY. Exccpt as provided for in this Agreement, Manager shall ot incur
any liability or obligation on account of the Utility without writien approval by the Utility.

15. ASSIGNMENT. Manager may assign this Agreement to any of its related
companics provided, bowever, that this Agreement shall not be other wise assigned by
Manager without the prior written consent of the Utility.

16. SUCCESSORS. This Agreement shall be binding upon and inure 0 the benefit

of the parties hereto and their respective successors and assigns.
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17. NOTICE. Whnneiﬂlrpnyducidummminewhm.mwmh
demands, such notice shall be in writing and shall be delivered cither by facsimile machine
row Certified Mail, Return Receipt Requesied, addressad to the panty to whom it is or as
follows:

For Manager: Robert L. Hillman
Peninsula Mumgement, Inc.
P.O. Box 1364
Ormond Beach, FL. 32175

For Utility: Tyree F. Wilson
North Peninsula Utilities Corporation
1460 Qceanshore Bivd.
Ormond Beach, FL. 32176

18. TERMINATION. During the %0 day period afier notice of wermination and
before the cllective date of any termination, the parties shall account 10 each uther with
respect to all pending matters including, but not limited 10, work in progress, existing
contracts, accounts receivable, accounts payable or other malters notice by the Udility.

19. ENTIRE AGREEMENT. This Agreement shall constituic the entire Agreement
between the parties and no variance or modification thereof shall be valid and enforceable,

cxcept by supplemental agroement in writing, executed and approved in the sane mainer as

this Agreement.
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IN WITNESS WHERLOF, the parties hereio have set their hands and seals the day
and year firs above writen.

NORTH IENINSIJI..A UTILITIES CORP.

o

vsts X )9,@?

ATTEST

Secretary

PENINSULA MANAGEMENT, INC.

d&-’% b A & Br--ﬂ_;l_—_—_zz
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