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DIRECT TESTIMONY OF FRANCES J. LINGO

Q. Nou1d‘you please state your name and business address?
A. Frances J. Lingo, 101 East Gaines Street, Ta]]aﬁéssee, Florida 32399-
0850.
Q. By whom are you employed, and in what capacity?
A. I am employed by the Florida Public Service Commission (Commissidn) as
a Regulatory Analyst IV.
Q. How long have you been employed by the Commission?
A. I have been employed by the Commission since June 12, 1989.
Q. Would you please state your educational background and experience?
A. I received a Bachelor of Science Degree with a major in Accounting and
a Bachelor of Science Degree with a major in Economics, both from The Florida
State University, in August 1983.

From October 1983 to May 1989, I was employed by Ben Johnson Associates,
Inc. (BJA}, an economic and analytic consulting firm specializing in the area
of public utility regulation. During my employment at BJA, I performed
research and analysis in more than 75 utility rate proceedings, assisting with _
the coordination and preparation of exhibits. [ also assisted with the
preparation of testimony, discovery and cross-examination regafding rate
design issues.

In particular, I prepared embedded cost-of-service studies, made typical
bill comparisons and examined local service rate and cost relationships. 1
studied residential and general service rates, customer_charges, management
decision-making processes, slippage in the engineering and construction‘of

nuclear power plants, nuclear versus coal plant costs and seasonal load and
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usage patterns.

In June 1989, I joined the Commission as a Regulatory Analyst II. In

June 1990, I was promoted to Regulatory Analyst II1, and in October 1991, I

was promoted to my current position of Regulatory Analyst IV.

Q. Would you describe your experience and duties at the Commission?
A. Yes. My experience at the Commission includes but is not limited to:
(a) reviewing and evaluating staff-assisted rate case (SARC) filings,

(b)

(c)

(d)
(e)

auditing utilities’ books and records, developing rate base, rate
of return and revenue requirements, and preparing and presenting
recommendations in cases in which I am involved;

reviewing and evaluating price index and pass-through rate
adjustment applications;

performing desk audits of annual reports and determining the
respective utility’s rate of retufn;

conducting overearning investigations; and

conducting research and other related duties on accounting and
financial matters relating to water and wastewater utilities .

subject to the jurisdiction of the Commission.

In addition, I have attended the Eastern Utility Rate Seminar, a

comprehensive seminar on utility ratemaking, which included topics on rate

base, income statement considerations, problems of small water utilities,

return on investment and rate design. [ have also received in-house training

regarding utility regulation, rate base, rate of return, revenue requirements

and rate design issues.

Q. Have you testified previously before this Commission?
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A. Yes. In January 1993, I testified on behalf of the Commission Staff in
the show cause portion of Docket No. 900025-WS regarding the application for
a staff-assisted rate case by Shady Oaks MobiPe-Modu]éf Estates, Inc. (Shady
Oaks or utility).
Q. What was the nature of your testimony in that docket?
A. A show cause hearing was held regarding Shady Oaks’ noncompliancé with
prior Commission orders. Specifically, my testimony dealt with whether the
utility complied with Commission orders to: |
(a) request a name change and restructure of the wutility’s
organization;
(b)  spend at least $1,445 per month for preventative maintenance; and
(c) maintain its escrow account at the appropriate ba1ance;
Q. What was the final result of that proceeding?
A. The Commission issued Order No. PSC-93-0542-FOF-NS, included as Exhibit
FIL-7. I will discuss the specifics of this order later in my testimony.
Q. What is the purpose of your testimony in this proceeding?
A. I will present testimony regarding:
1) the history of events involving Shady Qaks;
2) Shady Oaks’ continued areas of noncompliance with Commission
Statutes, rules and prior Commission orders; and
3) whether Shady Oaks has the managerial and financial ability to
continue operating as a water and wastewater utility.
Q. With respect to managerial ability, what have you considered in your
analysis of this utility?

A. I have analyzed or reviewed management of the utility and its funds, and



W ™

o W ~ O i B

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

quality of service in making a determination regarding managerial ability,
and, ultimately, whether it is in the public interest for a utility to be
certificated. For the purposes of my testimony, I wi]i”examine the management
of the utility and its funds. The quality of service aspects are addressed
in the testimonies of Mr. Pete Burghardt and Ms. Brenda Arnold, both employees
of the Department of Environmental Protection (DEP).

Q. Have you prepared exhibits in this case?

A. Yes. Attached as Exhibit FJL-1 is Staff’s recommendation prepared for
the April 21, 1992 Agenda Conference. Commission Orders Nos. 24084, 25296,
PSC-92-0356-FOF-WS, PSC-92-0367-FOF-WS, PSC-92-1116-FOF-WS, PSC-93-0542-FOQF-
WS, PSC-93-1396-FOF-WS and PSC-93-1733-FOF-WS are attached as Exhibits FJL-2,
FJL-3, FJL-4, FJL-5, FJL-6, FJL-7, FJL-8 and FJL-9, respectively. Exhibit
FJL-10 is the'transcript from the January 7, 1993 show cause hearing in‘Docket
No. 900025-WS. Exhibit FJL-11 contains correspondence and interrogatory
responses regarding filing for an acknowledgement of a name change and
restructure. Exhibit FJL-12 contains workpapers that support certain
calculations and adjustments that are reflected in Order No. PSC-93-1733-FOF-
WS. The exhibit is entitled "Analysis of Utility’s Disbursements". Exhibit
FJL-13 contains examples of payments of nonutility expenses drawn on the
utility’s bank account. Finally, Exhibit FJL-14 is an analysis of the
utility’s delinquent regulatory assessment fees.

Q. How are you familiar with the facts surrounding Shady Oaks?

A I am the analyst assigned to Docket No. 900025.

Q. ' How long have you been the analyst assigned to Docket No. 900025-WS?
A I have been assigned to Docket No. 900025-WS since February 1992.
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Q. Would you please describe your duties as the analyst assigned to that
case? |

A. Yes. As the analyst assigned to Shady Oaks’ stéff assisted rate case,
I have:

1) visited the utility’s office on two occasions to review the
utility’s books and records in order to obtain rate base, revenue
and expense information and supporting documentation;

2)  analyzed said information and documentation;

é) visited the utility’s water and wastewater treatment facilities;

4) assisted in the resolution of customer complaints made against the
utility;

5} prepared numerous recommendations to the Commission regarding the
case; and

6) testified in the show cause hearing in that docket.

Q. Ms. Lingo, based on your familiarity with this utility, would you please
discuss the history of events invoiving this utility?

A. Yes. Shady Oaks is a Class C water and wastewater utility located in
Pasco County approximately 1 1/2 miles south of the City of Zephyrhills. It
is a 242 lot mobile-modular home park developed in 1971.

On March 7, 1989, the utility signed a Consent Final Judgement (CFJ)
with DEP. The utility agreed to construct an additional effluent dispesal
system to eliminate discharge from the plant, including constructing a new
percolation pond. The utility was to submit an application for a construction
permit within 60 days of the date of the order.

On January 10, 1990, Shady Oaks applied for a staff-assisted rate case
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in large part to obtain rate relief for the contemplated wastewater plant
improvements. As shown in Exhibit FJL-2, on February B, 1991, the Commission
issued proposed agencj action Order No. 24084,:which aﬁproved a rate increase
and required the utility to do the following:
1) | file a request for acknow1edgement of a restructure and a name
change;
2) bring the quality of service to a satisfactory level;
3) spend at least 85% of the allowance for preventative maintenance,
or submit a written schedu]e showing what monthly maintenance will
" be impiemented, along with a statement of the reasons such funds
were not spent for preventative maintenance;
4) install meters for all of its customers; and
5) escrow a certain portion of the monthly rates relating to pro
forma plant and a $2,000 penalty imposed by the Commission for the
utility’s unsatisfactory quality of service.
The majority of the revenue increase granted by the Commission in Order
No. 24084 related to pro forma water meter .installations and pro forma .
wastewater plant improvements that had been included in the utility’s rate
base. As discussed on page 29 of that order, the Commission held that the
portion of the increase related to the pro forma plant and the $2,000 penalty
be placed in escrow until the construction was complete and a final review of
the uti]ity’s.quaﬁty, of service had been completed. As discussed on page 30
of that order, the utility was also authorized to charge flat rates for six
months, at the end of which time the base facility charge (BFC) rate structure

became effective. In this case, the BFC rates automatically became effective
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on October 1, 1991.

Q. Was Order No. 24084 protested?

A. Yes, it was. On March 1, 1991, severa]’uti]ity.éustomers timely filed
a protest to Order No. 24084. In their protest, the customers objected to the
location of the percolation pond propdséd by the utility. In finding that the
Commission has no Jjurisdiction to dictate the location of. the proposed
percolation pond, by Order No. 24409, issued April 22, 1991, the Commission
dismissed the protest and revived Order No. 24084, making it final and
effective.

Q. Was the utility able to start collecting the increased rates at that
time?

A. No, it was not. On June 24, 1991, in response to a suit filed by the
homeowners, Judge Lynn Tepper with the Circuit Court of the Sixth Judiciai
Circuit in and for Pasco County, Florida, granted an emergency temporary
injunction enjoining and restraining the utility from charging or attempting
to collect the new uti]ity rates.

| On July 5, 1991, Judge Wayne L. Cobb with the Circuit Court of the Sixth
Judicial Circuit in and for Pasco County, Florida, issued an Order to Show
Cause why Shady Oaks should not be punished for contempt of Court for
w111fu11y and deliberately violating a 1983 order of the Court that prohibited
the utility from charging more than $25'per month as a service maintenance
fee, which included the provision of water and wastewater service. The July
5, 1991 order further enjoined the utility from collecting the utility rates
established by this Commission and ordered that the $25 per month service

maintenance fee be tendered to the Clerk of the Circuit Court. In August
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1991, both injunctions were Tifted and the utility was able to begin
collecting revenues. |

Q. Once the utility began collecting the increééed revenues, did it
commence with any of the required plant improvements?

A. No. The utility never app]ied'for its construction permit as required
by the CFJ. Therefore, on July 8, 1991, as a result of a stipulated
settlement to a motion for contempt brought against the utility by DEP, Judge
Lynn Tepper ordered the utility to interconnect its wastewater system with
Pasco County, rather than construct new disposal faci1ities. The utility was
given six months from the date of the order to compiete the interconnectioh.
The utility has failed to interconnect its wastewater system to Pasco County;
therefore, it is in violation of a court order. In addition, the utility is
operating without a permit from DEP.

Q. Did the utility comply with Order No. 24084 with respect to the name
change and restrﬁcture requirements?

A. No, it did not.

qQ. Did the utility comply with Order No. 24084 with respect to bringing its
quality of service to a satisfactory level?

A. No, it did not.

Q. Did the wutility comply with Order No. 24084 with respect to the
preventative maintenance requirements?

A. No, it did not.

Q. Did the utility comply with Order No. 24084 with respect to the escrow
requirements?

A. No, it did not.
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Did the utility install water meters for all of its customers?

Q

A. No, not at that time.

Q What action did the Commission take next?

A On November 4, 1991, the Commission issued Order No. 25296, included as
Exhibit FIL-3. This order determined the utility’s noncompliance with Order
No. 24084, and reiterated Order No. 24084 by requiring the utility to:

1)  submit all necessary information for changing its certificated
name, or revert to operating under its currently certificated
name;

2) immediately place in the escrow account all funds necessary to
bring said account to its proper balance;

3) install water meters for all of its customers; and

4) improve the quality of service and interconnect with the Pasco
County wastewater treatment system.

Because numerous customers did not pay their utility bills as a result
of a court dispute over the utility’s rates, Order No. 25296 allowed the
utility to charge the flat rates for an additional five months. Beginning in
December 1991, the utility once again began charging flat rates.

On May 14, 1992, the Commission issued two additional orders in the
case. By Order No. PSC-92-0356-FOF-WS, the Commission ordered the utility to
issue credits to those customers who had'paid a delinquent purchased power
bill for the utility. By Order No. PSC-92-0367-FOF-WS, included as Exhibit
FJL-4, the Commission: 1) imposed a $2,000 fine for unsatisfactory quality
of service that had been previously suspended; and 2) ordered the utility to

show cause why it should not be fined for each item of noncompliance with
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Orders Nos. 24084 and 25296. At the utility’s request, the show cause matters

were set for hearing. [ will discuss the hearing later in my testimony.

Q. Did the utility comply with the provisions ofMOrders Nos. 24084 and

25296 before the scheduled show cause hearing?

A. The utility failed to comply wffh any of the provisions of Orders Nos.
24084 and 25296 before the scheduled show cause hearing with .one exception:

the utility did fulfill the requirement of installing water meters for all of
its customers.

Q. Would you please explain the events associated with the meter
installations?

A. Yes. As of May 1992, when Order No. PSC-92-0367-FOF-WS was issued, the

utility had installed a total of 47 of the 185 meters required. The last

meters were installed in June 1992, which 1is 74 days past the extended

deadline established in Order No. 25286. As a result of the completed meter

installations, by Order No. PSC-92-0723-FOF-WS, issued July 28, 1992, the

Commission ordered the utility to implement the base facility and gallonage

charge rates fhat had been approved in Order No. 24084. The wutility
implemented thernew rates effective September 25, 1992.

Q. Please continue your discussion of the history of events related to this
proceeding.

A. Certainly. In July 1992, the utility unilaterally decided to cease
placing monies into the required escrow account, and requested that the escrow
requirements set forth in Orders Nos. 24084 and 25296 be suspended for a
period of several months.

Order No. PSC-92-1116-FOF-WS, issued October 5, 1992, is included as

- 10 -
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Exhibit FJL-5. As discussed on page 2 of thatrorder, the Commission found
that there had been no change in the number or composition of the utility’s
customer base since the prior orders had been issu;ﬂ. In addition, the
Commission found that the utility had offered nothing persuasive to support
the relief requested. Therefore, by Order No. PSC-92-1116-FOF-WS, the
Commission denied the utility’s request for relief from the prior Commission
orders regarding the escrow requirements.

On October 26, 1992, the utility timely filed a protest to that order.
The presiding prehearing officer decided that any escrow proceeding resulting
from the protest should be scheduled after the hearing relating to the
utility’s noncompliance with prior Commission orders. Consequently, the
escrow hearing was set for June 4, 1993.
Q. You mentioned that the show cause matters were set for hearing. Would
you please elaborate?
A. Yes. A'hearing regarding the utility’s noncompliance with Orders Nos.
24084 and 25296 was held on January 7, 1993 in Zephyrhills, Florida. The

utility, although it requested the hearing, did not attend the hearing. The

‘transcript of that hearing is included as Exhibit FJL-10. As shown in Exhibit

FJL-7, as a result of that hearing, by Order No. PSC—93—0542—FOFfNS, issued
April 9, 1993, the Commission found that the utility had failed to comply with
Commission Orders Nos. 24084 and 25296 with respect to:

1) improving its quality of service;

2) the name change and restructure requirements;

3) ‘the preventative maintenance requirements; and

4) the escrow requirements.

- 11 -
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As discussed on page 10 of Order No. PSC-93-0542-FOF-WS, the Commission found
that the record supported the following action:

1) - fining the utility in the amount of itg rate base totalling
approximately $60,500;

2} ordering that a proceeding be initiated to reduce the utility’s
rates by the amount of pro forma plant not constructed aﬁd the
amount of preventative maintenance not spent; and

3)  ordering that revocation proceedings be initiated.

THe order specifically states that:

In order for this Commission to prevent further

viglations of its regulatory directives and to

protect the health, safety and welfare of the

customers of the utility, we find the above punitive

measures are necessary.
g. What action was taken next?
A. The utility filed a Motion for Reconsideration. As shown in Exhibit
FJL-8, Order No. PSC-93-1396-FOF-WS, issued September 27, 1993, the Commission
denied the utility’s motion. On page 2 of that order, the Commission states:

This is a large fine in relation to the size of the

utility. However, it is not a large fine in relation

to the conduct of the utility.
The utility subsequently filed an appeal of the Commission’s decision with the
First District Court of Appeal. A ruling has yet to be made on that appeal.
However, pursuant to Order No. PSC-93-0542-FOF-WS, the Commission has

jnitiated proceedings to revoke the wutility’s water and wastewater

- 12 -
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certificates.
Q. You mentioned that the utility has been fined in the amount of its rate
base. Was the utility presented with alternatives reéérding this fine?
A. Yes, it was. As shown in Exhibit FJL-8, on page 3 of Order No. PSC-93-
1396-FOF-WS, the Commission states:
we be'lieve that, if the utility were to be

transferred to some other owner that would assure

that it would be run appropriately, it would be

reasonable to suspend the fine. Therefore, we will

suspend the fine if the utility submits a completed

application for transfer or cancellation of its water

and wastewater certificates within 120 days of the

issuance of this order.
0. Did the utility complete and submit an application for the transfer or
cancellation of its certificates within the prescribed time period?
A. No, it did not. Therefore, the fine in the amount of rate base of
approximately $60,500 is due and payable.
Q. You also mentioned that the utility requested a hearing regarding the
escrow requirements. Would you please elaborate?
A. Yes. The escrow requirements hearing had been set for June 4, 1993.
In preparation for the related prehearing, Staff met with the utility in May
1993 in an attempt to resolve certain concerns of the utility. Specifically,
the utility contended that it was unable to meet its escrow requirements due
to a shortfall in revenues collected. Staff agreed to review the utility’s

contended revenue shortfall within the context of the proceeding to reduce the

- 13 -
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utility’s rates. Consequent1y, the utility withdrew its escrow-related
protest. Therefore, by Order No. PSC-93-0777-PCO-WS, issugd May 20, 1993, the
prehearing and hearing were cancelled. :

Q. Has Staff reviewed the utility’s contended revenue shortfali?

A. Yes. Pursuant to Order No. PSC-93-0542-FOF-WS, Staff prepéred a
recommendation in October 1993 that addressed the issues .involved- with
removing from the utility’s rates all pro forma plant not constructed and
preventative maintenance not spent. Additionally, the recommendation
addressed the appropriate disposition of all escrow-related monies.

As shown in Exhibit FJL-9, by Order No. PSC-93-1733-FOF-WS, issued
December 1, 1993, the Commission found that the utility was collecting less
revenues than was contemplated in Order No. 24084. This revenue shortfall was
attributable to the conversion from a flat rate structure to a BFC and
gallonage rate structure. This is discussed on page 6 of Order No. PSC-93-
1733-FOF-KS.

Q. Did you also perform an analysis of the utility’s expenditures in
preparation for Staff’s October 1993 recommendation?

A. Yes, I did. I reviewed the utility’s expenditures for the period June
1992 through May 1993. As part of this analysis, I reviewed each check
written by the utility during the period of June 1992 through May 1993. The
workpapers supporfing this analysis are included as Exhibit FJL-12.

Q. What was the result of this analysis?

A. As discussed on pages 7 through 9 of Order No. PSC-93-1733-FOF-WS, the
Commission determined that it was inappropriate to review the utility’s

revenues or cash inflows without also reviewing the corresponding expenses or

- 14 -
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cash outflows. The Commission found that, once the corresponding expense
amounts were adjusted consistent with the provisionsrof Order No. 24084, the
utility had not spent at the levels contemplated in th;f order. In addition,
there were numerous nonutility expenditures the utility made on a routine
basis.
Q. Do you have specific examples of these nonutility expenditures?
A. Yes, I do. As shown bn pages 1 and 2 of Exhibit FJL-13, there have been
several instances that the utility owner paid his home local telephone bill
with utility funds. Other examples of nonutility expenditures paid for with
utility funds include:

1) purchased power at the Shady Oaks recreation center;

2) long distance telephone charges made from the utility owner’s

home;
3) gasoline and other consumer credit cards;
4) car insurance on a nonutility vehicle;
5) newspaper and magazine subscriptions; and

6) contributions to political organizations.

Q. How were you able to determine whether an expenditure was nonutility-
related?

A. I examined the available copies of'bi1ls relating to the suspected
nonutility expenditures in order to determine whether the expenditure was of
a nonutility nature. For example, while reviewing.the long distance telephone
bills, I considered whether the calls were made from the telephone at the
utitity’s office or from the owner’s home. In addition, I also examined the .

day of the week, time of day, and destination of the calls. The adjustments

- 15 -
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made with respect to the other nonutility items are consistent with the
findings in Order No. 24084.
Q. Are the documents included in Exhibit FJL-13 inciﬁsive of all instances
that nonutility expenditures were paid for with utility funds?
A. No. There are numerous other inéiances that utility funds were used for
nonutility purposes. The documents in Exhibit FJL-13 are ﬁere1y
representative examples of the utility’s behavior in this regard.
Q. Did these nonutility expenditures affect the utility’s ability to comply
with Orders Nos. 24084 and 25296 with respect to the escrow and preventative
maintenance requirements?
A. Yes. Based on the results of my analysis, the utility apparently
expended approximately $21,000 in monies that were of a nonutility or prior
period nature. This amount represents approximately 85% of the $24,000 the
escrow account is underfunded. Had the utility spent a portion of the $21,000
on preventative maintenance, the percentage of nonutility expenditures
relative to the underfunded escrow account would of course be less. However,
I believe the important point is that the $21,000 was applied neither to the
preventative maintenance nor to the escrow requirements.
Q. What was the Commission’s decision with regard to the October 1993
recommendation?
A. By Order No. PSC-93-1733-FOF-WS, the Commission ordered:

1) that the utility’s rates be reduced;

2) that the utility refund all monies in the escrow account; and

3) that the utility refund virtually all of the $24,000 underfunding

of the escrow account.

- 16 -
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Q. Please explain the Commission’s ordered disposition of all escrow-
related monies.

A. As I discussed previously, the utility was orderéd to escrow the portion
of its rate increase related to pro forma water and wastewater improvements.
However, the utility neither maintained the escrow account at the appropriate
level nor made the required wastewater plant improvements.

As discussed on pages 11 and 12 of Order No. PSC-93-1733-FOF-WS, the
balance in the escrow account as of June 30, 1993 was $9,434, and the
appfopriate balance in the escrow account as of that date was $30,450.
Commission found that, due to the underfunding of the utility’s escrow
account, it is appropriate for the utility to refund to its customers the
entire balance of all monies in the escrow account. In addition, the
Commission found that the total calculated underfunding of the escrow account,
less the pro rata share of the escrow reguirement relating to the pro forma
ﬁater meters, shall also be refunded to the utility’s customers in the form
of credits on the customers’ bills.

Q. How is the utility to make the required refunds?

A. In order for the utility to make the required refunds, the Commission
ordered that the utility shall apply all of its net operating income to the
customer refunds. Based on the total estimated amount the escrow account is
underfunded and the net operating income available to apply toward refunds,
the Commission found that the refunds would extend over a period of
approximately three years.,

Q. What are the utility’s continued items of noncompliance with prior

Commission orders?

- 17 -
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A. As 1 stated previously, by Orders Nos. 24084 and 25296, the Commission
ordered Shady Oaks to submit a request for acknowTedgement of a name change
and restructure and to improve its quality of’servicegr To date, the.utility
remains in noncompliance with these reguirements.

Q. By Orders Nos. 24084 and 25296, the Commission ordered Shady 0aks to
submit a request for acknowledgement of a name change and restructure, in
accordance with Rule 25-30.037, Florida Administrative Code. Would you please
summarize the events associated with the name change?

A. Yes. As discussed in detail on pages 4 through 6 of Exhibit FJL-1, in
August 1990, Mr. Sims transferred the title of the.utiTity land from Shady
Oaks Mobile-Modular Estates, Inc. to Richard D. and Caroline Sue Sims. The
utility’s name was also changed, from Shady Oaks Mobile-Modular Estates, Inc.
to S & D Utility. However, neither the transfer nor the name change was
approved by the Commission. Therefore, in Order No. 24084, issued February
8, 1991, the Commission ordered Shady Oaks to file within 60 days a request
for acknowledgement of a name change and restructure.

By Order No. 25296, issued November 4, 1991, the Commission allowed the
utility additional time to complete the name change and restructure
requirements. Specifically, the utility was ordered to submit within 60 days
all necessary information for changing its certificated name, including
evidence that the title to all the uti]ity land and personal property has been
properly transferred to S & D Utility, or revert to operating under its
currently certificated name of Shady Oaks Mobile-Modular Estates, Inc.

Q. In addition to the Commission orders requiring that the utility submit

a request for acknowledgement of a name change and restructure, has Staff made

- 18 -
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other attempts to obtain the information from the utility?
A. Yes. By letter dated Januéry 22, 1992, included as Attachment A of
Exhibit FJL-1,  the utility was informed 'that Staff was preparing a
recommendation to the Commission regarding the continued areas of
noncompliance with Orders Nos. 24084 and 25296. In that Tetter, Staff
restated to Mr. Sims what information was necessary to complete the name
change.
As shown on pages 1 and 2 of Exhibit FJL-11, by letter dated July 21,

1992, Staff again notified Mr. Sims regarding the appropriate filing
requirements. In October 1992, Staff propounded interrogatories to Shady Oaks
in preparation for the show cause proceeding. Several of the interrogatories
dealt with the name change issue. Specifically, in Staff’s First Set of
Interrogatories, No. 5, Mr. Sims was asked why the utility had failed to fi]e.
the documents which the Commission required it to file in Orders Nos. 24084
and 25296 regarding acknowledgement of the name change from Shady Oaks Mobile-
Modular Estates, Inc. to S & D Utility. As shown on pages 8 and 9 of Exhibit
FJL-11, in the utility’s response to that interrogatory received in November
1992, Mr. Sims states:

I am anxious to comply with the order, but I am

confused and vague concerning the nature of the

documentation required. Could the Commission provide

me with sample [sic] format so that I might comply.

As I mentioned previously, Staff met with the utility in preparation for

the scheduled prehearing regarding the escrow requirements. Dufing the course

of that meeting, the utility’s failure to comply with the name change
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requirements were also discussed. As a result of that meeting, in June 1993,
Mr. John Wharton, counsel for the utility, submitted to Staff a letter with
an attached timetable by which Shady Oaks would compfj with all outstanding
requirements of Orders Nos. 24084 and 25296. As shown on pages 10 through 12
of Exhibit FJL-11, the utility committed to file a request for acknowledgement
of a restructuring and name change within 45 days of June 18, 1993. However,
to date the utility has failed to comply with the Cammission’s;name change
requirements.

Q. Have there been any further attempts on the part of Staff to prompt the
utility’s compliance with respect to the name change and restructure?

A.  Yes. As shown on pages 13 through 16 of Exhibit FJL-11, Staff’s most
recent attempt to reiterate to the utility the appropriate filing requirements
for acknowledgement of a restructuring and name change was in December 1993.
However, the utility remains in noncompliance with the requirements.

Q. Have you reviewed all of the documents filed by the utility in both this
proceeding and in Docket No. 900025-WS, including the show cause portion?

A. Yes, I have.

Q. Based on your review of these document;, has the utility filed the
required documents for the name change and restructure?

A. No, the utility has not filed the documents for a name change and
restructure.

Q. By Orders Nos. 24084 and 25296, the Commission ordered Shady Oaks to
improve its quality of service. Would you please summarize the events
associated with the utility’s quality of service?

A. Yes. As discussed in detail on pages 3 through 4 of Exhibit FJL-2, by
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Order No. 24084, the Commission found that the utility’s quality of service

was unsatisfactory. Therefore, the Commission took the following action:

Y

2)

3)

it imposed a $2,000 fine on the utility forrﬁnsatisfactory service
and required the utility to accumulate the fine in an escrow
acéount. However, the Commission suspended the fine for nine
months pending a review of the utiiity’s service for improvement;
it ordered the utility to comply with a DEP Consent Order
requiring specific repairs and improvements necessary for the
proper operation of the utility’s wastewater treatment and
disposal facilities within the time period prescribed by that
Consent Order; and

it directed the utility to spend a minimum of 85% of the $1,700
per system per month preventative maintenancé expense allowance
on repairs and maintenance, and it ordered that if the utiiity had
not spent the minimum over a period of six months, the utility
must submit an explanation and a detailed statement of future

plans to maintain the system.

Q. Did the utility comply with Order No. 24084 with respect to the quality

of service requirements?

A. No, it did not. As discussed earlier in my testimony, Order No. 25296

determined the utility’s noncompliance with Order No. 24084. As a result of

the utility’s noncompliance with respect to its quality of service, by Order

No. 25296, the Commission took the following action with respect to the

utility’s quality of service:

1)

suspended the $2,000 fine until February 1992;
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2) required the utility to escrow the fine as previously ordered;
3) found that the quality of service had deteriorated, noting
numerous customer complaints against the dfility and the derelict
condition of the utility systems; |
4) required the utility to interconnect its wastewater system with
Pasco County as agreed to in the court-approved settlement bétween
the utility and DEP; and
5)  found that the utility had failed to spend the minimum of the
monthly preventative maintenance allowance, but announced it would
review the situation again before taking further action.
Q. Why was the $2,000 fine suspended untiil February 19927
A. As discussed earlier in my testimony, as a result of a suit filed on
behalf of the utility’s customers, the Pasco County Circuit Court granted an
emergency temporary injunction enjoining and restraining the utility from
charging or attempting to collect the increased utility rates. This
injunction was not lifted until August 1991. Inr Order No. 25296, the
Commission found that the utility’s failure to maintain its systems during
that period was at least partially attributable to the decreased revenues
collected by thelutility.
Q. Did the utility comply with these Commission directives with respect to
quality of service after the issuance of Order No. 252967
A. No. The utility continued to disregard these Commission directives,
and, as a resu]t, continued to provide unsatisfactory quality of service.
Therefore, by Order No. PS5C-92-0367-FOF-WS, the Commission 1lifted the

suspension of the $2,000 fine. To date, this fine has not been paid.
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Q. Did the utility interconnect its wastewater system to Pasco County?

A. No, it did not. By Order No. PSC-93-0542-FOF-WS, issued as a result of
the show cause hearing, the Commission found that fhe utility failed to
interconnect its wastewater system with Pasco County. In addition, the
Commission found that neither the utility’s customer relations had improved,
nor had the utility spent sufficient funds on preventative maintenance.
Therefore, the utility’s quality of service remained unsatisfactory.

Q. It appears as though the Commission’s finding with regard to the
utility’s provision of unsatisfactory guality of service was based in part on
DEP compliance problems regarding the utility’s wastewater treatment and
disposal system. Is this correct?

A. Yes. As discussed in greater detail in the testimony of Mr. Pete
Burghardt, an Environmental Specialist with DEP, the utility’s wastewater
facility has had treatment and effluent disposal problems for years. Numerous
warning notices, consent orders and motions for contempt have been filed
against the utility by DEP; however, the utility failed to comply with any of
those directives. In fact, as a result of recent DEP action against the
utility, an Agreed Order Granting DEP’s Motion for Contempt was signed,
wherein the Circuit Court Judge ordered Shady Oaks to interconnect with Pasco
County within 120 days of February 18, 1994, or Mr. Sims would be
incarcerated. This order is discussed in greater detail in Mr. Burghardt’s
testimony, and is attached as an exhibit to his testimony.

Q. Are there additional items of noncoﬁp]iance with Commission Statutes,
rules or prior Commission orders that you would like to discuss?

A. Yes, there are. As applicable and as provided in Section 350.113,
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Florida Statutes, each utility shall remit regulatory assessment fees based
upon its gross operating revenues. Rule 25-30.120, Florida Administrative
Code, states that this obligation applies to any uti]%fy which is subject to
the Commission’s jurisdiction on or before December 31st of that year.
However, based upon my review of Shady Oaks’ paymentlof regulatory assessment
fees, the utility has failed to remit its regulatory assessment fees fdr the
years 1990, 1991 and 1992. Therefore, the utility is in violation of the
applicable statute and rule.

Q. What is the total améunt of regulatory assessment fees owed by the
utility?

A. As shown on Exhibit FJL-14, the utility owes $2,063 associated with its
1990 regulatory assessment fees, $3,184 associated with its 1991 fees, and
$4,000 associated with its 1992 fees, for a total amount owed of $9,248.
These amounts include all penalties and interest calculated through the date
of my prefiled testimony. I would like to add that the due date for the
utility’s 1993 regulatory assessment fee is today, March 31, 1994, and to date
no information or payment for the 1993 fees has been received from the
utility.

Q. Ms. Lingo, based upon your analysis of the events and circumstances
regarding the utility’s current and past operations, do you believe Shady Oaks
has demonstrated the managerial ability to continue‘operating as a utility?

A. No, I do not. As I discussed previously, Shady Oaks has a history of
misappropriating funds by dkawing on the utility’s funds to pay for nonutility
expenditures. As discussed in greater detail by Mr. Burghardt, the utility’s

history of problems with its wastewater disposal system have been documented
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since 1985. Further, the utility remains in noncompliance with DEP regarding
operating without a permit and not having interconnected its wastewater system
with Pasco County. As a result of the utility’s noncéﬁp]iance'with DEP, the
utility’s quality of service remains unsatisfactory. Even further, the
utility has continuously failed to pay fines, regulatory assessment fees, and
follow other regulatory requirements. Shady Oaks’ failure to comply with the
regulatory directives of this Commission and those of DEP indicates a lack of
ability on the part of management to properly operate the utility. Therefore,
based on these circumstances, I believe Shady Oaks lacks the managerial
ability to continue operating as a water and wastewater utility.

Q. Based upon your analysis of the events and circumstances regarding the
utility’s current and past operations, do you believe Shady Oaks has the
financial ability to continue operating as a utility?

A. No, I do not.

Q. Would you please explain?

A. Yes. As I mentioned earlier in my testimony, Shady Oaks has a history
of misappropriating funds. In addftion, the utility has been assessed fines
of $2,000 and approximately $60,500, respectively, relating to its
unsatisfactory quality of service and its history of noncompliance with this
Commission’s directives. I have also discussed the utility’s outstanding
regulatory assessment fees in the amount of $9,248. These fines and fees
total approximately $71,700 that Shady Oaks is obligated to pay.

Q. Are there any other financial considerations of the utility that will
affect its ability to continue to operate? |

A. Yes. As discussed previously and as shown in Exhibit FJL-8, by Order
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No. PSC-93-1733-FOF-WS, the Commission found that the utility had underfunded
the escrow account required by Order No. 24084. The agproximate amount of the
underfunding is $24,000. The Commission ordered tha% the total calculated
underfunding of the escrow account, less the pro rata share of the escrow
requirement relating to the pro forma meter installations, shall be refunded
to the utility’s customers.

In order for the utility to make the required refunds, the Commission
ordered that the utility shall apply all of its net operating income to the
customer refunds. Based on the total estimated amount the escrow account is
underfunded and the net operating income avai]ab1erto apb]y toward refunds,
the Commission found that the refunds would extend over a period of
approximately three years. When the required refunds are added to the
utility’s outstanding fines and fees, the utility’s outstanding obligations
increase to approximately $96,000.

Q. Ms. Lingo, based on your analysis of this utility, its history and your
recent review, do you believe it is in the public interest for Shady Oaks to
continue operating as a water and wastewater utility?

A. No, I do not.

q. Therefore, do you believe Certificates Nos. 451-W and 382-S, issued to
Shady Oaks Mobile-Moduiar Estates, Inc., should be revoked?

A. Yes, I do.

Q. Do you have anything further to add?

A. No, not at this time.
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In Re: Revocation by Florida ) DOCKET NO. 930944-WS
Public Service Commission of ) FILED: 03/31/94.
Certificates Neog. 451-W and 382- ) '
S Issued to SHADY OAKS MOBILE- )
MODULAR ESTATES, INC. in Pasco )
County, Pursuant to Section )
367.111(1), Florida Statutes. )
}

CERTIFICATE OF SERVICE

I HEREBY CERTIFY that a true and correct copy of Staff's
Direct Testimony of Frances J. Lingo with Exhibits FJL-1 through
FJL-14 has been furnished to Shady  Oaks Mobile-Modular Estates,
Inc., c¢/o John Wharton, Esquire, Rose, Sundstrom & Bentley, 2548
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and H.F. Mann, Esquire, c¢/o the Office of Public Counsel, Claude

Pepper Building, Room 812, 111 W. Madison eet, Ta hagsee,
Fl§§§éa, 32399-1400, by hand delivery, this < day of

7

19

ila A. /faber, Senior Attorney
FLORIDA PUBLIC SERVICE COMMISSION
101 East Gaines Street :
Tallahassee, Florida 32399-0863
(204) 487-27406



'y

SHADY OAKS MOBILE-MODULAR ESTATES, INC.
DOCKET NO. 930944-WS
EXHIBIT FIL-1

WITNESS: FRANCES J. LINGO
ON BEHALF OF THE STAFF
OF THE FLORIDA PUBLIC SERVICE COMMISSION
DIVISION OF WATER AND WASTEWATER

DESCRIPTION

STAFF RECOMMENDATION DATED APRIL 9, 1992
IN DOCKET NO. 900025-WS




EXHIBRIT FJI-1

SWAFFORD

R. VANDIVER

FLORIDA PUBLIC SERVICE COMMISSION
Fletcher Building
101 East Gaines Street _
Tallahassee, Florida 323%9-0850
MEMORANDUM

April 9, 1992

TO 3 DIRECTOR, DIVISION OF RECORDS AND REBORTING T%)

FROM : DIVISION OF WATER AND WASTEWATER (DINEO, RIEGER) cy/
DIVISION OF RESEARCE AND REGULATORY REFIEW (D. VER
DIVISION QF LEGAL SERVICES (FEILk?% éé:{/

RE UTILITY: SHADY OARS MOBILE-MODULAR EISTATES, INC.

DOCXET NO. %00025-WS
CCUONTY: PASCO
CASE: STAFF-ASSISTED RATE CASE

AGENDA: APRIL 21, 13992 - CONTROVERSIAL - PROPCSED AGENCY ACTION

FOR ISSUES 4 AND S - PARTIES MAY PARTICIPATE ON ISSUES 1,
4 AND 5
PANEL: FULL COMMISSION

CRITICAL DATES: NCNE




N R g, b AT e Y

EXHIBIT FJL-1
DOCKET NQ. 900025-WS : page 2 of 36

APRIL 9, 1991

TABLE CF CONTENTS

- Case Background

1 Show Cause for Noncompliance
2 Levy of $2,000 Fine |
3 -Collection of Fine
4 Change in Rate Structure
5 Customer Credits
6 Clase Docket
ATTACHMENT DESCRIPTION
A Staff's Letter to Sims (01/22/¢2)
B | Sims' Respoﬁse to Staff's Letter (02/16/92)
C ~ Sample of Utility's Bill to its Customers
D Shady Oaks Owners Assoclation Letter to D.

Vandiver re: Quality of Service (03/25/¢2)

S ‘Copy of a Customer Complaint Taken by
Division of Consumer Affairs (01/14/92)

F Shady Oaks dwners Association Letter to
Commission re: Water Outage (03/25/92)
}

G Copy of a Customer Complaint Taken by
Division of Consumer Affairs (02/24/92)

NQ.

" ISSUE NOG. DESCRIPTION PAGH

12

14

1=

13

15




EXHIBIT FJL~1

DOCKET NO. 900025-WS . ~ Page 3 of 36
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CASE BACKGROUND

Shady 0©Oaks Mobile-Modular Estates, Inc. (Shady. Oaks or
utility) is a Class C water and wastewater utility located in Pasco
County. It is a 242 lot mobile-modular home park developed in
1871. 1ts service area is approximately 1 1/2 miles south of the
City of Zephyrhills.

On January 10, 1990, Shady Oaks applied for the instant staff-
assisted rate case. On February 8, 1991, the Commission issued PAA
Order No. 24084, which approved a rate increase and required the
utility to file.or perform the following items:

1) File a request for acknowledgement of a restructure and
a name change.

" 2) Bring the quality of service to a satisfactory level.

3) Spend at least 85% of the allowance for praventative

maintenance, or submit a written schedule shewing what
menthly maintenance will be implemented, alcng with a
statement cof the reasons such funds wers not spent for
preventative maintenance.

4) Install meters for all its customers.

5) Escrow a certain porticn of the monthly rates.

In March 1991, the owners of the utility, Mr. and Mrs. Richard
D. Sims, filed bankruptcy under Chapter 13 with the Unitad States
Bankruptey Court for the Middle District of Florida - Tampa
Division. On June 24, 1991, in response to a suit filed by the
homeowners, Judge Lynn Tepper with the Circuit Court of the Sixth
Judicial cCircuit in and for Pasco County, Florida granted an
emergency temporary injunction enjoining and restraining the
utility from charging or attempting to collect the new utility
ratas.

. 0On July 5, 1991, Judge Wayne L. Cobb with the Circuit Court of
the Sixth Judicial Circuit in and for Pasco County, Florida issued
an Order to Show Cause why Shady Oaks should not be punished for
contempt of Court for willfully and deliberately violating a 1983
order of the Court. The July 5, 1991 orxder further enjoined the
utility from collecting the utility rates established by this
Commission and ordered that the .$25.00 per month service
maintenance fee be tendered to the Clerk of the Circuit Court. 1In
august, both injunctions were lifted and the utility was able to
begin collecting revenues. However, the homeowners' lawsuit is
still pending.

On July 8, 19%1, in a case entitled State of Florida
Department of Environmental Regulation v. Shady Qaks Mobile-Mcodular
Estates, Inc., Judge Tepper signed a stipulation reached between

-2
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the parties, whereby the utility agreed to remove its sewage
treatment plant and divert all flows to Pasco County's sewage
collection system within six months. ]

On November 4, 1991, the Commission issued Order No. 25296
which determined the utility's noncompliance with Order No. 24084.
Order No. 25296 reiterated Order No. 24084 by requiring the utility
ta: o
1) Submit all " necessary ihformation for changing its

certificated name, or revert to operating under its

currently certificated name.

2) Immediately place in the escrow account all funds
necessary to bring said account to its proper halanca.
3) Install water meters for all its custcmers.
4) Improve the quality of service and interconnect with the

Pasco County wastewater treatment system. )

At this time, Staff believes the utility remains in
substantial noncompliance with Orders Nos. 25296 and 24084.
Therefore, Staff cerformed a review of the utility's revenues and
expenses from March 1991 to February 1892. As a result, this
recommendation discusses the items of nencompliance, as well as
other matiters that require the Commission's attsntion.

~
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SHOW CAUSE FOR NONCOMPLIANCE

ISSUE 1: Should the Commission order the utility to show cause in
writing why it should not be fined up to $5,000 per day per
viclation for each item of noncompliance with Orders Nos. 25296 and
24084, and if so, what are the specific items of noncompliance?

RECOMMENDATION: Yes, the Commission should order the utility to
show cause in writing within 20 days cof the date of the order why
it should not be fined up te $5,000 per day per violation for each
item of noncompliance with Orders Nos. 25296 and 24084. Specific
items of noncompliance are the utility's failure to: 1) submit all
necessary infermation for changing its certificated name, cr revert
to operating under its currently certificated name; 2) install
water meters for all its customers; 3) spend at least 85% of its
$1,700 monthly allcwance for preventative maintenance- for that
specified purpcsa, or submit a written schedule showing what
monthly maintenance will be implementad, along with a statement of
the reasons such funds were not spent for preventative maintenance;
4) improve the quality of service and intercconnect with the Pasco
County wastewater treatment system; and S) immediatealy place in the
escrow account all funds necessary to bring said account to its
proper balance. (D. VANDIVER, LINGO, RIEGER)

STAFF ANALYSIS: As discussed in the case background, Order No.
25296 determined the utility teo ke in noncompliance with Order Nc.
24084, However, due to the unusual circumstances in the case, the
Commission allowed the utility additicnal time to complete the
required items. A discussion of the specific items of
noncompliance follows.

Name Change and Restructurs

In August 1990, Mr. Sims transferred the title of the utility
land from Shady Oaks Mobile-Modular Estates, Inc. to Richard D. and
Caroline Sue Sims. Mr. Sims stated that the purpose of the

ransfer was to spin-off the utility from the mobile home park.
However, this transfer was not approved by the Commission.
Therefore, in Order No. 24084 the Commission ordered Shady Oaks to

file within 60 days a reguest for acknowledgement of & name change
and restructure.

on March 17, 1991, the Commission received a letter from Mr.
Sims- requesting that the Commission recognize the change in name
from Shady Oaks Mobile-Modular Estates, Inc. to § & D Utility. The
utility had begun billing the customers and operating under the
name of § & D Utility. o©On April 1, 1991, sStaif responded that
certain information was needed before the name change could be
recognized. This information included evidence that the utility

- -
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and its assets were properly transferred and that the new utility
name had been properly registered as a fictitious name.
Specifically, staff wanted the title to reflect that the land was
owned by Mr. and Mrs. Sims d/b/a the utility.

Mr.. Sims subsequently provided the evidence that the
fictitiocus name had been registered. However, because Mr. and Mrs.
Sims were in the midst of a bankruptcy filing, the title to the
land could not be corrected to refliect the name of the utility. At
the time of the last staff recommendation, Mr. Sims had entered
into a payment plan under the bankruptcy proceeding and believed
that he would be able to correct the name on the title.

By Order No. 25296, issued on November 4, 1991, the Commission
allowed the utility additional time to complete the name change and
restructure requirements. Specifically, the utility was ordered to
submit within 60 days all necessary information for changing its
certificated name, including evidence that the title to all the
utility land and personal property has been properly transferred to
S & D Utiiity, or revert %o operating under its currently
certificated name of Shady Oaks Mcbile-Modular Estates, Inc.

By letter dated January 22, 1992, Staff restataed to Mr. Sims
what infomation was necessary te complete the name change. In the
letter, questions asked of Mr. Sims were for specific information,
such as whether a contract was drawn up transferr ing both the land
and all other utility assets to the new entity called S & D
Utility. Staff's letter is included in this reccommendation as
Attachment A, and Mr. Sims' response is included as Attachment B.

Not all of Staff's questions were answered by Mr. Sims, and
Staff believes the answers provided by Mr. Sims weres nonresponsive.
For example, Mr. Sims' response to the name change question was
that the original name change reguest had been made with the
Ccmmission, but the bankruptcy proceeding was the reason why the
name- change and restructure has not been completed. However, on
November 14, 1991, (two months before Staff's January 22, 1992
letter to the utility), the Bankruptcy Judge issued an order
dismissing the case. The Sims' filed a motion for reconsideration,
and on Decsmber 17, 1991, the Bankruptcy Judge issued an order
denying the motion for reconsideration or, in the alternative,
conversion to Chapter 11. Based on the foregoing, the bankruptcy
proceeding would not have prevented the utility from completing the

restructure regquirements once the related bankruptcy orders had
been issued.

It is apparent that the utility is not in compliance with
Orders Nos. 24084 and 25296 with regard to the name change and
restructure requirements. Therefore, Staff recommends that the

-
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utility be ordered to show cause why it should not be fined up to

$5,000 per day for failing to complete the name change and
restructure request.

Not only has the utility refused to complete the requirements
for the name change, it has disregarded the Ccmﬁission's order to
revert to operatlng under its certificated name. ttachment C to
this recommendation is a copy of a February customer blll under the
neading of § & D Utility. 1In addition, Staff has verified that the
utility makes deposits into and writes checks from a bank account
in the name of S & D Utility. The Commission's Division of
Consumer Affairs has alsc repeatedly called the utility's business
phone and reports that the recorded message left on the answering
machine is in the name S & D Utility.

Order No. 25296 allowed the utility 60 days tc complete the
name change and restructure regquirements, or else Tevert to
operating under the currently certificated name of Shady O0Oaks
Mobile-Modular Estates, Inc. The 60 day pericd expired January 3,
1992. Since Staff has confirmed that the utility is operating
under the name of S & D Utility, Staff recommends that the utility
is in wviclation of Commission Order No. 25296 in this regard.
Therefore, the utility should be ordered to show cause why it
should not ke fined up to $5,000 per day for continuing tc operate
under a name other than its certificated name.

Installation of Water Meters

In Order No. 24084, the Commission determined that six months
was sufficient time to install meters £for the utility's 185
customers. During the six month installation pericd, the utility
was authorized to charge a flat rate of $14.70 for water servica
and $28.28 for wastewater service, for a total of $42.98 per menth.

As stated in that order, if all water meters were.installed
within six months, the utility would then be allowed to cha%ge al
customers the base facility and gallonage charges approved in tne
order. As incentive for the utility to complete the installations
within the prascribed time, the order further stated that if all of
the water meters were not installed within six months, the utility
~would be required to bill the appropriate water and wastewater base
facility charges of $6.34 and $12.50, respectively, (for a total of
$18.84) to all customers. However, the utility could bill the
gallonage charges only to those customers who had a functioning
water metar installed at the respective customer's service site.
In this case, the base facility charges automatically went into
effect on October 1, 1991.
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and its assets were properly transferred and that the new utility
name had been properly registered as a fictiticus namne.
Specifically, staff wanted the title to reflect that the land was
owned by Mr. and Mrs. Sims d/b/a the utility.

Mr.. S$Sims subsequently provided the evidence that the
fictitious name had been registered. However, becauss Mr. and Mrs.
Sims were in the midst of a bankruptcy filing, the title to the
land could not be corrected to reflect the name of the utility. At
the time of the last staff recommendation, Mr. Sims had entered
into a payment plan under the bankruptcy proceeding and believed
“hat he would be able to correct the name on the title.

By Order No. 25296, issued on November 4, 1391, the Commission
allowed the utility additional time to complete the name change and
restructure requirements. Specifically, the utility was ordered to
submit within 60 days all necessary information for changing its
certificated name, including evidence that the title to all the
utility land and personal property has been properly transierred to
S & D Utility, or revert <o operating under its currently
certificated name c¢f Shady Oaks Mcbile-Modular Zstates, Inc.

By letter dated January 22, 1992, Staff restated to Mr. Sims
what infcrmation was necessary to complete the name change. In the
letter, questions asked of Mr. Sims wers for specific information,
such 2s whether a contract was drawn up transferring both the land
and all other wutility assets to the new entity called S & D

Utility. Staff's lettar is included in this recommendation as
Attachment A, and Mr. Sims’' response 1s included as Attachment B.

Not 2ll ¢f Staff's questions were answered by Mr. Sims, and
Staff believes the answers provided by Mr. Sims were nonresponsive.
For example, Mr. Sims' response to the name change question was
that +*the criginal name change r=quest had been made with the
Commission, but the bankruptcy proceeding was the reason why the
name change and restructure has not been completed. However, on
November 14, 1991, (two months before Staff's January 22, 1992
letter to the utility), the Bankruptcy Judge issued an order
dismissing the case. The Sims' filed a motion for reconsideration,
and on December 17, 1991, thé Bankruptcy Judge issued an order
denying the motion for reconsideration or, in the altermative,
conversion to Chapter 11. Based on the foregoing, the bankruptcy
proceading would not have prevented the utility from completing the
restructure requirements once the related bankruptcy orders had
been issued.

It is apparent that the utility is not in compliance with
Orders Nos. 24084 and 25296 with regard to the name change and
restructure raquirements. Therefore, Staff recommends that the
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and its assets were properly transferred and that the new utility
name had been' properly registered as a fictitious name.
Specifically, staff wanted the title to reflect that the land was
owned by Mr. and Mrs. Sims d/b/a the utility. b

Mr.. Sims subsequently provided the evidence that the
fictitious name had been registered. However, because Mr. and Mrs.
Sims were in the midst of a bankruptcy filing, the title to the
land could not be corrected to reflect the name of the utility. at
the time of the last staff recommendaticn, Mr. Sims had entered
into a payment plan under the bankruptcy proceeding and believed
that he would be able to correct the name on the title.

By Order No. 25296, issued on November 4, 1991, the Commission
allowed the utility additional time toc complete the name change and
restructure requirements. Specifically, the utility was ordered to
submit within 60 days all necessary information for changing its
certificated name, including ewvidence that the title to all the
utility land and personal property has been properly transferred to
S & D Utility, or revert +to operating under its currently
certificated name of Shady Caks Mcbile-Modular Estatss, Inc.

By letter dated January 22, 1992, Staff restatad to Mr. Sims
what information was necessary to complete the name change. In the
letter, questions asked of Mr. Sims were for specific informaticn,
such as whether a contract was drawn up transferring both the land
and all other utility assets to the new entity called S & D

tility. Staff's letter is included in this recommendation as
Attachment A, and Mr. Sims' response is included as Attachment B.

Not all of sStaff's cuestions were answered by Mr. Sims, and
Staff believes the answers provided by Mr. Sims were nonresponsive.
For example, Mr. Sims' response to the name change question was
that the original name change raguest had been made with the
Commission, but the bankruptcy prcceeding was the reason why the
name change and restructure has not been completed. However, on
November 14, 1991, (two months before sStaff's January 22, 1992
letter to the utility), the Bankruptcy Judge issued an order
dismissing the case. The Sims' filed a motion for reconsideration,
and on December 17, 1991, thé Bankruptcy Judge issued an order
denying the motion for reconsideration or, in the alternative,
- conversion to Chapter 1l1. Based on the foregoing, the bankruptcy
proceeding would nct have prevented the utility from completing the
restructure requirements once the related bankruptcy orders had
been issued.

It is apparent that the utility is not in compliance with
Orders Nas. 24084 and 25296 with regard to the name change and
restructure requirements. Therefore, Staff recommends that the
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Pursuant to Commission Order No. 24084, the utility had begun
the process of installing water meters for its customers. However,
as a result of a dispute and ongoing litigation during most of
1991, the utility collected less than half of the revenues allowed
in the rate case. The majority of customers withheld payment to
the utility during a substantial portion of the year. Staff
believes the arrearages resulting from the customers' nonpayment of
utility services ares in fact due and payable to the utility. Staf
has conservatively calculated the arrearages to be over $135, 000
As of mid-Septemter 1991, seven months after Order No. 24084 was
issued, the utility had lnsta1led meters for only 231 out of 185
customers.

Staff's review of the utility's billing records indicated that
by the end of 1991, the vast majority of the customers were paying
the Commission-approved rates. In addition, in Order No. 25296 the
Commissicn recognized that the 1likely cause of the utility's
failure to install meters was its reduced revenues. Conseguently,
by Order No. 25296, the utility was given an additional five months
1n which to complete the meter installations. In addition, the
utility was allowed to revert to the flat rates set forth in Orﬂe*
No. 24084 until the Commission rsevaluated the case in five months.
It was contemplated that the resulting increase in revenues
associated with the flat rates ($42.98 v. $18.84) would further
assist the utility in its efforts to comply with the metsr
installations requirement.

Staff's January 1992 letter requested the utility's plans for
installing the water meters and a time schedule indicating the
provosad dates and the number of meters for future installaticn.
The utility's response simply stated it intended to install
additional meters in February. As of the end of March 1292, the
utility has only installed an additional 16 meters, which brings
the total number of meter installations to 47. Because the utility
has not completed the installation of the meters within the
prescribed time frame and was not responsive to Staff's request for
a time schedule, Staff recommends that the utility be ordered to
show cause why it should not be fined up to $5,000 per day Lor
failing to install the water meters.

Preventative Maintenance

The rates approved in Order No. 24084 include a monthly
allowance of $1,700 for preventative maintenance. Commission Order
No. 24084 further states that if at six months from the effective
. date of the order the utility has not expended at least 85% of the
amcunt allowed (at least $1,445 per month), the utility shall
submit a written schedule to show what monthly maintenance will be
adopted along with a statement of the reason such funds were not
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expended and a detailed statement of its future plans to maintain
the system. The order continued that if the maintenance was not
performed, the Commission would consider initiating a show cause

proceeding to fine the utility for not performing the maintenance
as ordered.

The utility did not spend the regquired maintenance allowance
during the months of March through August of 1991. In Orxrder No.
25296, the Commission determined that the utility's failure to
spend the maintenance ‘allowance was likely caused by decreased
revenues. - The utility was ordersd to henceforth comply with the
preventative maintenance aspect of Order Nc. 24084. This issue
would be reviewed in five months' time. :

Staff has reviewed the utility's expenditures for the months
cf September 1991 through February 1992. = stzaff's analysis
indicates that the utility spent approximately $3,300 during that
period, compared to the ordered minimum expenditure of $3,670
($1,700 x 85% x 6 months). The $3,300 figure represents less than
40% of what the utiiity was ordered to spend. In additicn, the
utility has failed to submit to Staff the required staztement of the
reason such funds were not expended and a detailed statement of its
future plans to maintain the system.

Based on Staff's review of the utility's expenditures, the
tility has not complied with Order No. 25296 regarding the
maintenance requirement. Therefore, the utility should be ordered
to show cause why it should not be fined up to $5,000 per day for
failing to spend at least 85% of its $1,700 monthly allowance for
preventative maintenance on that specified purpose.

Qualitvy of Service

Commission Order No. 24084 imposed a $2,000 penalty on the
utility for its unsatisfactory quality of service. However, the
order stated that after six months, the Commission would reinspect
the plant and assess the performance of the utility to determine
the quality of service. If satisfactory, the Commission stated
that it may suspend the fine permanently. The crder further stated
that to improve the quality of service, the utility should
construct a new effluent disposal system, cbhtain the necessary
permits, and operate the wastewater facilities within DER
standaréds. The DER-required plant improvements were included in
rate base as pro forma plant.

Staff visited the utility in September 13591 and found that the

quality of service had not improved. In fact, the gquality of
service had deteriorated. The Commission reccgnized that the
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deficiencies were at least partially attributable to the low level
of revenues collected by the utility.

~ Because the utility had entered into a settlement "agreement
with the DER, the reguirement for the effluent disposal system was
modified to require an interconnect of the utility's wastewater
system with Pasco County within six months of the signed settlement
with DER. Therefore, Order No. 25296 allowed the utlllty
additional time to make quality of service improvements. The order
restated the requirements for improving the quality of service, and
modified Order No. 24084 +to recuire the utility to interconnect
with Pasco County within the prescribed time frame of January 8,
1962. To date, the utility has neither interconnected with the
county, nor begun constructicn or design of the resquired
interconnect facilities.

In addition, the Commission found that the quality of service
regardlng c"stomer relations had rsached an all-time low, and that
in order to improve the cuality of service the utllluy must improve
customer relations.

Staff does not believe that the utility has improved custcmer
relations. There ars saeveral attachments that relate to this

issue. Attachment D is a statement from the Shady Oaks Owners
nSSOClat’On regardlnc' the quality of service provided by the
utility. t+achment E is a copy of a customer complaint filed with

the Commission's Division of Consumex Affairs. With regard to the
customer ccmplaint, while Mr. Sims denies that he used the prcfane
language quoted in the letter, Staff believes that while the words
may be in dispute, it is evident that the customer was insulted.

: In addition, we rsceived numercus complaints on January 22,

1992 regarding a service outage. The customers alsc claimed that

the utility did not respond to their calls on the day the cutage
occurred. The customers' account of what happened is included with
this recommendation as Attachment F. Service apparently was
restored only when the gquest of one of the customers climbed the
fence at the plant andé switched the breaker on. The customers are
concerned that Mr. Sims did not respond timely to their calls. 1In
addition, it is a long-distapce call for customers toc report any
service outages or other trouble. In response to Staff's inguiry,
Mr. Sims responded that he could not have rasponded any sooner, as
he had been out of town on the day the outage occurred.

Also, con February 24, 1992, sSstaff received a complaint that
"Mr. Sims was installing several meters on one perscn's progercy.
A copy of the complaint is included in this recommendaticn as
Attachment G. Staff visited the utility and found that the utility
was placing *the individual meters as close to the water main as

- -
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pessible, even when that meant that the meter was on someane else's
property. Staff directed the utility to place the water meters on
the individual properties associated with the consumption. Rule
25-30.260 of the Florida Administrative code reguires the "utility
Lo locate meters at or near the customer's curb or property line
(except} when it is impracticzl." In this instance, Staff believes
that it is practical for the utility to place each meter on the
respective property lt serves.

it 1is evident +*o Staff that the wutility has made no
substantial improvement in the total gquality of service.
Therefore, as the utility is in violation of Commission Orders Nos.
24084 and 25296 'in that regard, it should ke ordered to show cause
why it should not be fined up to $5,000 per day for conitinuing to
provide unsatisfactory cquality of service.

Escrow Recuirement

The utility's rate increase became effective cn March 2, 1991.
By Order Nc. 24084, the utility was required to place in escrow the
perticon of the rate increase related to the pro forma plant and the
$2,000 penalty. Specifically, the utility was required to escrow
$333.34 per month. However, as previously discussed, the utility
collected substantially less revenues during 1951 than was allowed
in Order No. 24084. By July 1991, the utility was receiving so few
utility payments from customers that it unilaterally decided to
discontinue placing money in escrow.

Although the Commission understood the utility's difficulty in
escrowing the required amount, Order No. 25296 admonished the
utility for ceasing to escrow without the Commission's approval.
The utility was then ordered to immediately place enough money in
the escrow account to bring the balance up te the proper level.
The utility was warned that if it did not immediately correct the
escrow deficiency or did not continue placing the appropriate
portion of revenues in the escrow account, the Commission would
faka appropriate action. l

The vast majority of the utility's customers are now paying

their utility bills. Based” on a review of the utility's cash

collections from customers since the issuance of Order No. 25296
(December 1991 to February 1992), Staff has conservatively
calculated an amount of $5,600 as what the utility should have
placed in escrow during that three month perjiod. However, a review
of the bank statements indicatss only $3,500 was deposited into the
escrow account during the same period.. In addition, the utility
has failed to place enocugh meney in the escrow account to correct
the escrow deficiency that resulted from the utility's ceasing to
place funds into the account.

_10_
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The utility has failed to comply with Orders Nos. 24084 and
25296 regarding the escrow requirements. Therefore, the utility
should be ordered to show cause why it should not be fined up to
$5,000 per day for not maintaining the appropriate balarice in the
escrow account.

summary of Noncompliance/Recommendation to Show Cause

Based on +the foregoing discussion, the utility is in
substantial noncompliance with Orders Nos. 25296 and 24084.
Specifically, the utility has failed to: 1) submit all necessary
information for changing its certificated name, o©or Irevert to
ocperating under its currently certificated name; 2) install water
meters for all its customers; 3) spend at least 85% of its $1,700
monthly allowance for preventative maintenance on that specified
purpose, or submit a written schedule showing what monthly
" maintenance will be implemented, along with a statement of the
reasons such funds were not spent for preventative maintenance; 4)
improve the quality of service and interconnect with +the Pasco
County wastewater treatment system; and 3) immediataly placa in the
escrow account all funds necessary to bring said. account to ifs
proper balance. Therefore, the Cocmmission should order the utility
to show cause in writing within 20 days of the date of the order
‘why it shculd not be fined up to $5,000 per day per violation for
each item of noncoempliance with Orders Nos. 25296 and 24084.

..ll_
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OTHER I3SUES

ISSUE 2: Should the Commission levy the $2,000 fine that was

imposed and suspended by Order No. 24084 for unsatisfactofy quality
of service? ‘

RECOMMENDATION: Yes, the Commission should levy the $2,000 fine
that was 1imposed and suspended by Order Ne. 24084 for
unsatisfactory quality of service. However, the utility should be
ordered not to pay the fine from the escrow acccunt, as the utility
has failed to escrow sufficient monies to cover both a potential
refund and the fine. ({LINGC, D. VANDIVER, FEIL)

STAFF ANALYSIS: Commission Order No. 24084 imposed a $2,000 fine
- for unsatisfactory quality of service, but suspended the fine for
a nine-month pericd. By the end of this periocd the utility was
expected to improve its quality of service, and the Commission
would then dispose of the fine.

In Order No. 25296, the Commission found that the utility's

quality of service remained unsatisfactoxry. Order No. 25296
required the utility to improve its quality of service within five
months. Stated conditions for improving the quality of service

were that the utility must both complete the intarconnect with the
Pasco County wastewater treatment system within the designated time
and improve customer relations.

As further discussed in Order No. 25296, the Commission stated
that it did not take 1lightly either the utility's continued
unsatisfactory quality of service or 1its continued failure to
comply with the other regquirsments of Order No. 24084. However,
the decresased revenue situation made this a scmewhat excepticnal
casa. Therefore, Order No. 25296 extended the suspension of the
fine for 45 days beyond the Pasco County interconnection date
(February 21, 1992). A final review. of the quality of service
would begin at that time. In addition, Order No. 25296 reminded
the utility that it was not relieved of its obligation to
accumulate the fine in escrow as required in Order No. 24084.

As discussed in detail in Issue 1, the utility is in
substantial noncompliance with Orders Nos. 24084 and 25296
regarding the areas of quality of service and the escrow agcount.
Therefore, Staff recommends that the $2,000 fine be levied.

Although the utility was ordered to place money in the escrow
account in part to accumulate the fine, the appropriate balance of
the escrow account 1s much greater than the actual balance in the
account. In fact, in response to Staff's January 22, 1992 letter,
Mr. Sims stated that, "... it is obvious that the fine certainly
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could not be placad in any type of an escrow account since the
Utility is operating at a deficit monthly.® (Please refer to
Attachment B, page 1.) It is evident that should the Commissicn
require a refund to the utility's customers, most if not all the
money in the escrow account would be needed to satisfy the refund
reguirement. Therefore, since the utility has failed to escrow
sufficient monies to cover both a potential refund and the fine,

the utility should be ordered not to pay the fine from the escrcw
account. - o

-13-
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ISSUB 3: If the Commission assents to Staff's recommendation in
Issue 2, should this Commission forward ceollection of the fine tg
the Comptroller's Office in the event the utility fails to respond
to reasonable collection efforts by Commission Staff? '~

RECOMMENDATION: Yes, in the event that reasonable collection
efforts are unsuccessful, the collection of the fine should be
forwarded to the Comptroller's Office. (LINGO)

STAFF ANALYSIS: In 1988, Shady Oaks Mobile-Modular Estates, Inc.
went thrcough a recorganization under Chapter 11 of the Bankruptcy
Code and a final judgement was issued on August 2, 1988. In
addition, in March 1991, the utility owners filed for personal
bankruptcy under Chapter 13. Although the Bankruptcy Judge issued
orders both dismissing the case and denying the Sims' motion for
reconsideration in the Chapter 13 filing, the fact that the utility
owners felt the need to file for bankruptcy is of concern to Staff,

In view of the utility owners' history of bkankruptcy filings
and failing to comply with Commission Orders, Staff recommends that
- collection of the $2,000 fine be referred to the Comptreller’s
Qffice for further collection efforts should the utility £fail ta
respend to reascnable collection efforts by Commission Stafz.
Reasonable collection - efforts shall constitute two certified
lettars requesting payment. '~ The referral te the Comptroller's
Cffice would bhe khasad on the conclusion that further collecticn
efforts by the Commissiocn would not be cost-effective.

-14-—
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ISSUE 4: Should the rate structure be changed at this time?

RECOMMENDATION: Yes, the rate structure should revert back to the
base facility and gallonage charge rate structure. The utility
should submit revised tariff pages within seven days of the date of
the order. The revised rates shall be effective for meter readings
on or after thirty days from the stamped approval date on the
revised tariff sheets, The tariff sheets will not be approved
yntil Staff verifies that the tariffs are consistent with the
Commission's decision, and that the customer notice is adequate.
(D. VANDIVER, LINGO) : o

STAFF ANALYSIS: . By Order No. 24084, the utility was authorized to
charge flat rates for water and wastewater service of $14.70 and
$28.28, respectively. The utility was authorized to charge the
flat rates for six months, at the end of which time the base
facility charge (BFC) rates structure became effective. In this
case, the BFC rates automatically became effective on October 1,
l9s1i. -

However, becausa numercus customers did not pay the utility
bills during the cocurt dispute over Jjurisdiction to set the
utility’s rates, Order No. 25296 allowed the utility to charge the
flat rates for an additional five months. The Commission believed
that the revenue deficiency was a significant factor that
contributed to the meters not being installed on a timely hasis.

Beginning in December 1991, the utility conce again began
charging the combined f£flat rate of $42.98. taff has reviewed the
utility's records and found that the majority of customers have
been paying the currsnt portion of their bills on a timely basis.
However, as discussed in Issue 1, the utility has not completed the
installation of the water meters. Thersfore, Staff believes now is
an appropriate time to reconsider which rates the utility should be
charging. _ '

Staff recognizes that the utility must be allowed sufficient
funds - to operate. Staff believes the utility has in fact been
allowed sufficient funds, but these funds have not been used to
install the water meters. It appears that the customers were
correct in their concerm that the utility owner would need a strong
incentive in order to install the water meters in a timely fashion.
Therefore, Staff now believes that the utility should be ordered to
revert to the base facility charge rate structure. '

In addition, - beginning in May of each year, a significant
number of the utility's customers go on an extended vacation and
request a discconnection or vacation rate. In fact, approximately
65 customers (or 35% of the customer base) are disconnected for
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‘each of the months of May through September. If the utility is on
a flat rate, the tariff does not allow for a vacation rate, and the
customers are not charged a minimum charge.

Based on the number of customers on vacation last year, Staff
compared the meonthly summer revenues using flat:rates to revenues .
that would have been generated from the base facility charge rate
structure. Assuming 65 customers are out of town, the utility
would collect approx1mately $5,000 from the remaining customers if
the flat rate structure is utilized. ' Using the base facility
charge rate structure, and assuming estimated average usage of
6,000 gallons per customer, the utility will collect approximately
the same amount of revenues if 66 customers have meters installed
so that the utility may also bill for the usage. The comparison is
shown below:

Revenues;Generated
From Flat Rates

Current customers ‘ 181
- Vacationing customers 65
= Customers subject to bill 116
X Combined flat rate : S 42.98
= Tatal monthly revenues - S 4,986

Revenues Generated
From Base/Gallonage Rates

Current customers 181
¥ Combined BFC S 18.84
= Revenues derived from BFC c - § 3,410
. .Customers with meters : : 66
X Combined gallonage charge . $ 4.02
x Estimated usage (gals/customer) 6,000
/ 1,000 gallens 1,000

I

Revenues derived from gallonage | $ 1,592
+ Revenues derived from BFC

3,410

= Total monthly revenues S 5,002
The utility has installed 47 meters, and has rscently indicated
that another 40 will be installed in april. Assuming most of the
meters installed in April are for nonvacation rasidences, the

_16.-
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utility should collect approximately the same amount of revenues

using the base facility charge rate structure as would be collected
using flat rates.

Therefore, Staff recommends that the utility revert to the
base facility/gallonage charge rate structure. This means that the
utility is required to bill all customers without water meters the
water base charge of $6.34 and the wastewater base charge cf
$12.50. The utility may charge the- gallonage rates to each
customer who has an installed mete

The utility should submit revised tariff pages within seven
days of the date of the order. The revised rates shall be
effective for meter readings on or after thirty days from the
stamped approval date on the revised tariff sheets. The tariff
sheets will not be approved until Staff verifies that the tariffs
are consistent with the Commission's decisicn, and that the
customer notice is adegquate.
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ISSUE S: Has the utility properly credited all customers who

contributed to the payment of the utility's dellnquent electric
bill?

RECOMMENDATION: No, the utility has not credited all customers who
contributed to the payment of its delingquent electric bill. The
utility should be ordered to issue credits to those custemers who
have not yet received credits. The credits should be issued on the
first bill subsequent to the date of the. order. (LINGO)

STAFF ANALYSIS: During the time the injunction was 1in effect,
Shady Oaks was unable to pay its electric bills for the months of
May and June of 1991. On July 25, 1991, the Withlacoochee Q*ver
Electric Cooperative disceontinued electrlc service to the utility.
all of the pertinent governmental agencies, including this
Commission, were given prior notice. The Shady Oaks homeowners
were without water and wastewater service as a resdlt of the
discontinuance of electric service.

wWith noc opposition from the utlllty or this Commission, the
Circuit Court issued an order which allowed the homeowners to pay
the electric bill, provided that such payments would be credited to
their water and wastewater bills. The homeowners paid the electric
bill and Shady Caks' power was restored.

The electric bill was paid by 114 homeowners. The utility was
provided with a list of those homecwners' names so that <the
appropriate credit weould be posted to their accounts. Although the
Circuit Court order does not specify that only the homeowners who
paid a portion of the delinquent electric bill would be entitled to
a credit on their water and wastewater bills, Staff believes this
is a reasonable approach. Even absent the Circuit Court order
requiring customer cradits, Sbaff believes the customer credits are
appropriate.

‘The appropriate credit per contributing homeowner is~$$.59.
As of mid-March of <this year, the utility had issued the
appropriate credits to 86 customers. However, there are still 28
homeowners who have yet to be credited the proper amount; the
resulting outstanding credits ‘total approximately $270. Therefore,
Staff recommends that the utility be ordered to issue the remaining
28 credits to those homeowners who contributed to paying the
utility's delinquent electric bill. These credits should be issued
cn the first bill subsequent to the date of the order.

-18—-
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ISSUE 6: Should this docket be clésed?

RECOMMENDATION: No, this docket should not be closad.  (LINGO,
D. VANDIVER) T

STAFF ANALYSIS: Staff has recommended that the utility be ordered
to: 1) show cause why it should not be fined for being in
substantial noncompliance with Commission Orders Nos. 24084 and
25296; 2) pay a $2,000 fine; 3) revert to the base
facility/gallonage charge rate structure; ‘and 4) issue customer
credits relating to the customers' payment of the utility'’s
delinquent electric bill. Therefore, this docket should remain
open pending further prcceedings. o

T:\PSC\WAW\WP\SOAKREC1.FJL
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Public Serbice Conuniggion

January 22, 1992

Richard D. Sims .
Shady Oaks Mobile-Modular Estates, Inc.
1315 Eckles Drive )

Tampa, Florida 33612

Qear Mr. Sims:

On November ¢, 1991, the Commission issued Order o, 25296 which defermined
your noncompliance with Commission Order No. 24084 and allowed additional time
for compliance. Mast of these actiens were to be accomplished within five months
of the effective date. However, certain of the actions ware to be .completed
prior to this date and the deadline for the remaining actions is rapidly drawing
te @ clase. Therefore, this letter reviews the requirements piaced on the

utility and requests additignal informaticn regarding the status of these
requirements. '

At this time, staff is preparing to draft a recommendation tao the
Commission regarding the continued violations. We plan to recommend that the
previously suspended fine of $2,000 for unsatisfactory quality of service be
levied. [n addition, we plan to recommend that Shady Qaks be show caused why it
should not be fined up to $5,000 per day for failure to comply with the items
cognbained in Order MNo. 25296. Therefore, please respond te each of the
foliowing requests as fully as possibie. Your complete response te this letter

will enable staff to make a fully informed recommendation Lo the Commission
recgarding the dispasition aof the issues in this case.

1) Order No 24296 required Shady Oaks to file within sixty days a
request for acknowiedgement of a name change and. restrycture.

in order to acknowledge a name change and restructure, the Commission needs i
evidence that the utility and ail of its assets are in the same name. What is
the intended name of the utility? [s this a corporation or a sole
proprietorship? I[n what name is the.utility tand recorded? Has the utility
drawn up a contract selling or transferring the utility assets from Shady Oaks
‘Mobile-Modular Estates, Inc. to the new name? Have these steps been put an hald
due Lo the filing of the bankruptcy proceedings? [s it true that he bankruptcy
proceedings were thrown oul of court? Have any olther proceedings affected the
completion of this requirement? The order required that he utilily revert to
operating under the name Shady Qaks Mobile-Modular Estates, Ing. if the required

information was not filed. Has the utility ceased operaling under the name S & 0
Utility? '

FLITTCHER BUILDING « (01 EAST GAINES STREET « TALLAIIASSTEE, FL 200088
Aa Alfirmatne ActionfTiual Opponeany Unsplesyer
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2) The approved rates include a moathly expease of 31,700 Ffor
preventative maintenance. [f the utility has nol expended at least
85% of the -amount allowed, the utility shall submit a written
schedule Lo show what monthly maintenance will be adopted—along with
a statement of the reasons such funds were not expended.

Please list the monthly maintenance expenditures for Seplember 1991 through
January 1992. Provide copies of all invoices and checks supporting these
expenditures. [f the monthly amount is less than $1,700 per month, please submit
a schedule as required by the Order. This wouid include a written schedule to
show what monthly maintenance will be adopted along with 2 statement of the
reasons such funds were not expended.

3) The utility was ordered to place monies in an escrow account in
order, to accumulate a $2,000 fine for uasatisfactary quality of
service and to put aside the revenues associated with the pro forma
ptant. Order No. 25296 recognized that the utility Yad ceased
placing money in escrow and ordered the utility to place sufficient

maney in the escrow account to bring the balance up to the proper
level.

Staff has not received evidenca of any of these deposits. Hor has staf
received any monthly reports required by Order No. 24084 since HMay 1991. Please
submit these reports for June 1991 through January 1992.

4) The order stated that the utility must install waiter meters for all
customers within five moaths.

[t does not appear that any water meters have been installed since the
order was issued. What plans dao you have for installing the remaining water
meters? Please provide a time schedule indicating proposed dates of installation
and the number of meters to be installed on each date.

[

5) The utility was ordered to escrow the portion of the -increase
: related to the pro forma plant. After six months, the utility shall
submit to the Commission copies of the invoices to verify Lhe costs
to complete the construction.

-

Considering the stipulation you reached with DER regarding the wastewater
connection with Pasce county, the interconnection was to be completed January 8,

1992. Please explain what action GER is currently taking and what action you are
taking? ‘

6] The utility was also ordered to improve customer reiations. Order

No. 25296 suggested several steps that the ulility could take fo
accomplish an improvement.
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Please provide a discussion of the steps you have taken to improve customer

relations. Specifically address if you have implemented the three suggestions
included in the Commission arder. :

The upcoming recommendation will address the penalty imposed in the Tast
order, future utility actions which the commission should monitor, the
disposition of the .escrow account and whether the docket should be held open.
The more information you are able to give us concerning these issues, the more
informed recommendation staff can make to the Commissioners. Please submit the

requested informatiocn no later than February 17, '1992 in order that staff can
complete its recommendation.

Sincnreiy,

((//

. Grec Snaf
Bufeau Chief

cc: Charies H. Hi117
Hank Landis
fDenise Vandiver

\psch\rrr\wp\simsltr.dlv "”
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S & D UTILITY
P. 0. Box 280012
Tampa, Fla. 33682-0012
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February 16, 1992

-

PR O R L

Mr. Greg Shafer, Bureau Chief e n
Division of Water & Wastewater ia 1 agy
Florida Public Service Commission
101 E. Calnes Street T TonPr Sivln: Dommizzics
Tallahassee, Florida 32399-0850 ot S Beop 29 s

' v
Dear Mr. Shafer: ; ‘

Concerning your letter of 1-23-92, we were walting for a letter from Tr
Community Council, which, as you know from our prior corrsspondence, we
have had Nancy Bartek who represnets S & D Utility. I talked to Mrs.
Bartek, and it 1s our understanding that we have been approved by Tri-
Community for a complete analysis of our water system. Subject to her
letter, we undersiand that this will involve the following aznalysis: up-
grading our water system, which would include an analysis of the electrical
system and pumps and water storage facilities, any leakage in any lines,
replacement of any cut-off valves, and installation of water meters. Any-
thing that we can do to cut down the cost of providing top-aotch service

to our consumers. When we receive this letter from her, we will forward

it to you. This znalysis will be conducted by Florida State University.

He wish te especially bring to your attention that upon completion of this
analysis this will be a 50/50 proposition. Also we are waiting for a

letter of confirmation from Mr, Yora, D.E.R. Wastewater Financlal Assistance,
concerning the financial assistance afforded by them. He 1s to contact

lavid Thulman, Chief Legal Councel, D.E.R.. ‘

Concerning your question # 1, name change was flled. Intended name of the
Utility is now and has been S & D Utility, the Corporation cannot be a sole
proprietorship at present. Utility name is recorded in the name of Richard
D. Sims, these steps have been put oh hold due to Bankruptcy proceedings,
Concerning the Bankruptcy proceedings, a matter of record. The possibility
of additlonal potential proceedings, the Utility will continue to operate
under the name of S & D Utility. The name S & D Utility 1s recorded and
the Federal Tax Number has been applied for and received, as this was re-
commended by your audit and we have done so.

Wwestlon # 2, it appears that since we became under your jurisdiction in
1985, the Utility is still operating under a deficit..

Question # 3, It s cubvicus that the fine certainly could not be placed in
any type of an escrow account since the Utllity 1s operating at a deficit
monthly. We believe that you have recelved copies of the prior escrow
account, Enclosed are the copies to bring this informaticn up to date.
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month from the General Operating aceount to be put in the escrow account,
if possible. This has been done for February.

Question # 4, we intend to install additonal water meters the latter part
of this month.

Question # 5, extremely informative deposition with the B.E.R. on 1-§-92.
They were completely astounded as to why the Utility could not shut off
wataer for non-payment. I advised them that this was the Clrcuit Judges'
decision and that your Mr. Feil was handling this with the Clrcult Court. :
They did ask me a particular question, what would 1 do when these funds are
released by the customers if the Judge states I can shut off water for non-
payment, I told them that the largest majority of these funds would be
used to install water meters and for the expanslon of the sewer plant, to
hook into the Pasco County Wastewater System. I do believe that you have
prior correspondence regarding this. If you have any questlions concerning
‘this please contact Mr. David Thulman, Chief Legal Counsel, D.E.R., Twin

Towers Office Building, 2600 Blair Stone Road, Tallahassee, Fla., 32399-
2400, :

Question # 8, concerning question 6, number § answers it. Concerning
customer relations, very shortly we will have all our bllling stamped
“It's our privilege to serve you, have a nice day." A total amount of
8 pecple visited the office during the month of January. There have

been several people in the Park who have been- 111, and the Utility has
endeavored to express lts compassion.

¥e have made application with a Mr, Gaxy Sicz for a large loan to take
care of the necessary problems with the D.E.R. and the P.S.C, His
reaction has been extremely favorable.

Yery truly youxrs,

- fd L

8. D. Sims .
ROS:ss
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TAMPA. FLA 33 ggam

TUSA 18

Mr. & Mrs. Robert RBird

38553 Monet Dr.
Zephyrhills.,Fla-

33540-~6528
A USPS 1991 i::ﬁz:sﬁ:t}:;s:}::“istsfii-_zsisi:ssi:-;:“:::”r:{
]
2-1-92
Service from 2-1-92 tao 2-29-92, ]
Residential flat rate — Water & Wastawstier }
342 .98 ' -

Due within 20 days from the above date,

$&D UTTLITY ‘,\O\
P, 0. »--- 280012
A\

Tampa, 1. J1682-0012 \

N
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- TO: Denise Vandiﬁer, Regulatory Analyst
Florida Public Service Commission EXHIBIT FJL-1
Division of Water and Wastewater : Page 29 of 36

FROM: Shady Oaks Owners Association

RE: Docket No. 900Q25-US, staff-assisted rate case
Shady Oaks Mobile-Modular Estates, Inc. (aka S&D Ucilicy)

STATEMENT OF CONCERN REGARDING QUALITY OF SERVICE
September, 1991 through March 25, 1992

DATE: Harch 25, 1992

We wish to address the following areas of concergn with regarcd
the performance of the above-naméd utilicy in the five month
period following Commission Order #25296 on November 4, 1991,

Le

MAINTENANCE

The condition of the existing percolation pond and surcounding
area gives no evidence that z2ny maintenance has been performed
in this period, nor have we observed any being done. The grass

is very high and tree roots and grass growv into

the water from
the adges.

The color of the wvater is a very bright green.
£ffluent overflow onto the surrounding areas is also evidenc.

We are concerned cthat construction of the interconnect to the
councy sewer line has not even been started. Commission ordered ;
rates have been consistently paid by all of the residents of ;
Shady Oaks since Augusc 1, 1991 following court orders to do so.

Chlorination of the water system has been noticeably heavy on

several occasions, the most recent being the past several days.
It is almost undrinkable.

QPERATIONS

As we mentioned in our last report, we are concerned that the
entire park is being shut dovn unnecessarily for wozk oa onc -
segment of the system. There are separate shut-off valves to
various service loops in the sysrem, and it is our feeling thact
installation of meters or repaifs on any given section should
only necessitacte the shutdown of thar section.

Mecer installation seems to follow a very random pattern. While
Block H's installation has nov been compleced, cthere have been
some random meters insctalled for no apparent reason In other
areas, one of which is on one of the vacant lots in an undeveloped
area of che subdivision. Digging to find the lines has cesulted

in landscape being discurbed in several instances.
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CUSTOMER RELATIONS

We are still concerned about hours of access to the uzilicy's Y
office, whether for bill paying or other inquiries. Currencly

the office is scheduled to be open only two (2) hours per week,

and these are not consistent - they change from monmth to monctch,

and sometimes during the month. This inconsiscency creaces a
difficuley in knowing when the office will be open, wihich we feel

creates a hardship especially for.the older residents of Shady
Oaks.

Qur greatest concern at cthis time is access to th2 utilicy in

the event of an emergancy situation. At presentc the only telephone
number being provided is that of Mr. Sims' home in Tampa, which
can be called collecct, buc not if being ansvered by machine. If

a customer wishes to leave a message on cthe machine he must pay

a toll charge. But even this is not of prime concecrn; in the

event of emergency we naed te talk to a human being. Can che
utilicy not provide a 24 nour service far the customers immediacs
needs, whether it be by hirsed service or by personal beeper
carried by the owner or his representative?

We would appreciatce your attention to our concerns. We cannot
anoly elsewhere for sercvice; we would like chis utilicy to pay
attention Lo our concercns.
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ROBERT M. LINDAHL
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Request Ho.
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Can Be
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#as consumer contacted company? Tes_jﬁuo Who

Justificatlon

See attached letter from Shady Oaks Owners Association, Inc.

complaint

about the behavior of utility owner of Shady Oaks Mobile-HModular

\
Estates.,

Per Denise Vandiver, Research, referred. to her for ‘her files.

(Hand carried to her)
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Date / /
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EEELVE

Januacy 3, 1992

Flocrida Public Service Commission D
VDivision of Consumer Affairs

L0l EastCaines Streec

Tallahassee, Florida 32399-0867

Attention: George Hanna

CONSUMER AFFAIRS

Deac Sirc:

We ace writing to report the behavior of the owner of the uctility
serving Shady Oaks Mobile-Modular Estcates, Mcr. Richard Sims,

tovacds Mr. Alvin Lachapellie, a Shady Qaks resident and customer
of said ucilicy.

As scacted on the utility bill for December 1991, the lasc day co

pay cthis bill withouct being delinquent was December 20. On Thursday,
December 19, Mr. Lachapelle noticed Mc. Sims was in the subdivision
and wvent to the office t£o pay his bill.Alchough the door was open,
the payment drop box was not in evidence, and the hours posted on
the door for December read: "Monday, 10 to 1l and Friday, 10 to L1~
dz. Lachapelle returned to the utilicty office on Friday act cthe
posted time co find it closed. He then mailed his check, alchough

he was somewhat upser about it now being delinguentc.

Therefore, oa Thursday mocaning, January 2, when Mcr. Sims wvas again
in che office, Mr. Lachapelle approached him to request a statement
from the ucilicty crediting the paymenc as having been made ctimely.
Afrer listening to Mr. Lachapelle, Mcr. Sims‘pcoceeded to harangue
him, using extremely profane and vulgar language. We are enclosing
2 copy of Mc. Lachapelle's account of che incidenc.

We have protested this type of behavior by Mr. Sims before. We
believe that no one should be subjected to this kind of vecbal
assaulc from anyone, and certainly not from an individual who is
providiig a public uwtility secvvice sanciicaad Ly

) - -
Lild 5Lacée Co

Florida that we are required to pactconize, having no other choice.

We thank you for your actention to this maccer.

o~

Slncipcly yours/

%//p /(J(/

Robe oy LLndahl
President

RUL/dkbD

cc: Gregory Shafer, ChicE/Special AsSsiscance
Denise Vandiver, Scaff Analysc
Gerald A. Fipurski, Esquice
Alvin J. Lachapelle
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'ris marning 1 saw Hr. Sizs znd asked for za amended

~

a0y 6F @ .
copy of my delinquency zccount (his estlima’e) Ay
- - - -7

check §r the current payment was in transit (42_9%)
‘and that amount was added to the amount he clalns

T
-a@ %n.arrears. 15 answer to my request was "flvin

Fu g
CK yeu". His parting shot 2s he welked aweav was

£lvin I don't talk to'white nizeers.

- e

L



TO: ‘Florida Public Service Commis=ssion

piv151on of Water and Wastewaterg EXHIBTTFJL‘l
FROM: Shady Oaks Owners Association page 34 of 36

RE: Water Qutage at Shady Oaks, Zephyrhills
January 22, 1992

DATE: March 25, 1992

We would like to submit the following account of what occurred

in Shady Gaks on January 22, 1992 (based on.notes made by Dorothy
Bird, community representative.) o

At approximately 9:30 a.m. there was a water autage Co the entirfe
subdivision that lasted for the entire day. Mc. Sims had been.
seen in the parck and on the utility premises shoccly before the
water outage occurred, but calls to his office in the park vers
not answered, except by answering machine. These were the first
calls made, by several of the residents. When there was no
response to the Shady Oaks office number (782-2686), customars
then called the ucility's Tampa number. (This incurs a leng
distance charge to the calling parcrcy, unless the call is made
collect.) The collect calls were unable to be caompleted as
utility's phcne, which is also the owner's home phone, was being
answered by an automatic answvering device. Several customers
placed direct calls and lefr a message on the machide along wicth
their name, and in most cases their telephone aumber. Among
these were Association president Robert Lindahl, whose wife
Gloria lefr a message with her name and number at approximately
10:20 2.m., and Dorothy Bird, who left word at the Zephyrhills
number about 10 a.m. and a message at the Tampa number ac 11:40.
Calls vere made by various customers throughout the day. A
number of calls were also made to the PSC Consumer Affaics 800
number during the course of the day.

the

In the meantime, the clubhouse bullecin board had been checked
thoroughly for notice of a shutdown; there was no notice posted.
Presuming that electric sarvice may have- been cut off for some
ceason, a call was made to Withlacoochee Rivar Electric Commzny.

Their representative checked and found no problem with the elec-
tric service.

At noon, Mrs. Bird explained thé situaction £o Neil Bethea,
assistant rto Greg Shafer, at the Water and Wastevater Division
ia Tallahassee. Mr. Bethea said he would look intae it and call
back. At 1:05 p.m. Mcs. B8ird received a call from Hank Landis,
the engineer handling Shady QOaks. Mr. Laodis said he would ccy
Lo locate either Hr. Sims or his cectified operator to have the
water cestored. It was recommended that we contact the DER and

the llealch Department to see if any type of assistance was
available.

The tesidents were of the opinion that the outage was péobahly
caused by 3 tcipped breaker and that if ve could gain access to
the pumphouse it would be easy to alleviate the sicuation. Since
the pumphouse was locked, and due to the volatile nacture of the
situacion at Shady Qaks, no one was willing to commit trespass.

*
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At 3:53 p.m. Mr. Landis again contacted Mrs. Bird, after several
unsuccessful actempts at reaching either #r. Sims or Mike
Dailey, the certified operator for Shady Oaks. Mr. Landis
suggested ve call the Sheriff's Department to request assistance
in gaining access to the pump house., We did; Deputy Sanderson of
the Sheriff's office told us they are not allowad to give auth-

ority to trespass and cannot assist or accompany anyone~ for thac,
purpose. ' ‘

Water was restored to Shady Oaks about.4:23 p.m. on Januacy 22,
but not by Mr. Sims or any employee or cepresantative of the
ucilicy. & visicor to the park, who felt he was helping us ocut
of a very inconvenient and unnecessary situation, somehow gained
access to the premises and flipped a switch that restored power.

Mr. Sims did not recura calls to anyone who had lefr their names
and/or numbers on his answvering machine. At approximacely 7:30
p.m. a call vas received by Mr. and Mrs. Clarence Kellnhofer
{neither of vhom had left their names) from Mr. Sims, vho
explained that he and his wife had been awvay for the day, his
car broke daoun and he had just arrived home, and he wvould be out
to £ix the wacter. HMr. Kellnhofer told him the wacer vas on. Mr.
Sims did nort come out Lo Shady Oaks.

aC least one of our residents received a letter in lacte Februarcy

from John Plescou, PSC Consumer Affairs represencactive, in which

he staced thact the PSC investigation showed that water uvas
resctored the same day, which was true although not by any efforcs
of the utility; and that the cause of the interruption in
service was a burned out transformer and capaciter, according ro
informacion obtained from the utility. We dispute this finding,
since service was able to be restored by a flip of a switch.

This water outage was a great inconvenience to all of the cus-
comecrs of this utility, buc especially hazardous co chose who

hava special needs due to advanced age or medical disabilities.
There are several residents of Shady Oaks in their 90's and many
in

their 80's, and there are some who require special cace for
strokes and heart conditions. This situation would not have

happaned if proper provisions had been made by che ucility co
nandlz suergencies. -

Note toe Hank Landis: Re:telephone number

to reach Mike Dailey -
his car selephone number is 813-480-5435.
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|

By SHIA Time _4:40 PM_ pateD2/

rcaress 3758 CASTLE DRIAVE ' acen. _RICHARD SIMS
Consumerts :

Tde&mne# (813)-788-2835 .

Can Be

Citysiip ZEPHYRH“.[.S 33540 5 County PAS Reached: f813L‘?88-2835

10 L0 yime _mail onqﬁﬂ

complaint Type WS=-50 {

Account Number

Hote

Has consumer contacted company? 'res__lNo who RICHARD SIMS

dustiffcation

Co. is installing meters on 2-26. Mr. Braidwood says that co. fis
installing his meter. in Mr. - Chaney‘'s back yard. This is apx. 75 feet
from property line, two lots away. ﬂpset because {f he needs to read
his meter he’l) have to go\to a neighbors, When approached Mr. Sims,
he said "[‘m a former drill instructor in the Marines & if you don’t
Yike where 1'm installing the meters, call the Public Service
Commission." Also water company cut TV cable. The Cable TV co. has
repaired & says will send Mr. Braidwood a bill, Mr. Braidwood
apprpached Mr. Sims about it & Mr. Sims just snickered. Mr. Braidwood

wants water co. to pay the bil]l & water meter installed on his

property.

CC: Hank Landis, &M

T .

Denise Vandiver, RRR

Closed by Date / /

Reply Recelved
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WITNESS: FRANCES J. LINGO
ON BEHALF OF THE STAFF
OF THE FLORIDA PUBLIC SERVICE COMMISSION
DIVISION OF WATER AND WASTEWATER

" DESCRIPTION
ORDER NO. 24084, ISSUED FEBRUARY 8, 1991
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Application for staff- ) DOCKET NO. 900025-Ws
assisted rate case in Pasco ) ORDER NO. 24084
County by SHADY OAKS MOBILE- ) ISSUED: 2-8-91
MODULAR ESTATES, INC. ) : )

)

The following Commissioners participated in the disposition of
this matter: - :

THOMAS M. BEARD, Chairman
' BETTY EASLEY
GERALD L. GUNTER
FRANK S. MESSERSMITH
MICHAEL McK. WILSON

FINAL ORDER GRANTING TEMPORARY RATES
IN EVENT QOF PROTEST

AND

NOTICE OF PROPOSED AGENCY ACTION ‘
ORDER APPROVING INCREASED RATES AND CHARGES, AND
REQUIRING TMPROVEMENTS AND REPORTS

BY THE COMMISSION:

NOTICE IS HEREBY GIVEN . by the Florida Public Service
Commission that the actions discussed herein, except the granting
of increased rates on a temporary basis in the event of a protest,
are preliminary in nature, and as such, will become final unless a
person whose interests are substantially affected files a petition
for a formal proceeding pursuant to Rule 25-22.02%, Florida
Administrative Code.

CASE BACKGROUND

Shady 0Oaks Mobile-Modular Estates, Inc. (Shady 0Oaks or
utility) is a Class C water and wastewater utility located in Pasco
County. It is a 242 lot mobile-modular home park developed in
1971. 1Its service area is approximately 1-1/2 miles south of the
City of Zephyrhills.

On July 11, 1972, the provisions of Chapter 367, Florida
Statutes, became applicable in Pasco County, Florida, whereby those
utilities not gqualifying for exemption from regulation became
subject to the Commission's jurisdiction. Order No. 14540, issued
on July 8, 1985, found Shady Oaks subject tc the Commission's

[ 0 e o
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jurisdiction. By Order No. 15633, issued February 6, 1986, the
Commission issued Water Certlflcate No. 451—W and Sewer Certlflcate
No. 382-S5 to Shady 0Oaks.

Commission Order No. 14540 took note of the Final Judgment of
the Circuit Court of the Sixth Judicial Circuit upholding
restrictive covenants included in the deeds of existing lot holders
receiving service from Shady Oaks. A covenant in each deed
requires the developer, Shady Oaks, to provide certain services at
a fixed annual cost. These services include watar, wastewater and
other services. Based upon the data presented at that time, the
Comnission decided that the utility should continue billing its
customers based on the deed restrictions.

On January 10, 1990, Shady ©Oaks applied for this staff-
assisted rate case and has submitted the filing fee. We reviewed
the utility's boocks and records to determine those components
necessary for rate-setting, conducted an engineering investigation,
and a field inspection of the service area. The test period is the
average twelve-month period ended June 30, 1990.

A customer meeting was held on November 28, 1990 in the

service area. The customers concerns are addressed subsequently in
this Order.

NAME CHANGE AND RESTRUCTURE

During the test year, the land and all the utility facilities
were owned and operated by Shady Oaks Mobile-Modular Estates, Inc.
In August, 1990, the owner of Shady Oaks transferred the title of
the utility's land to himself and his wife. He has indicated that
he intends to transfer the entire utility, land, buildings and
related supplies, from the mobile home park to a separate entity.
According to the owner, this will assist in accounting for the
utility separately as well as protecting the property from any
liens that could result from future unpaid property taxes on mobile
home property.

The land transfer was made without Commission approval. The
utility states that it was not aware of the requirement of prior
Commission approval. We note that the utility has been cooperative
in attempting to correct the problem. Upon consideration, we will
not penalize the utility for the unauthorized transfer. However,
the utility is hereby put on notice that no future transfers of
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utility land or property shall be made without prior Cehmission
approval.

Because the utility is merely "spinning off"™ the utility
portion of the mobile home park and there will be no change in
.control of the utility, we find that this sort of restructure is
not a transfer within the intent of Section 367.071, Florida
Statutes. The utility is still owned by the same persons in the
same percentages. Therefore, the utility is hereby directed to
file a request for acknowledgement of a restructure and a name
change within 60 days from the date of this Order. '

QUALITY OF SERVICE

We contacted the Department of Environmental Regulation (DER)
and our Consumer Affairs and Water and Wastewater Divisions to
determine if <the utility had active complaints or violations
against it. The Commission had no active complaints. However, DER
had numerous complaints and violations on file. To settle the
issues, DER and the utility entered into a Consent Order whereby
the utility will make specific repairs and improvements to its
system by March, 1991, which should improve the quality of service
to a satisfactory level. We are informed that the utility is
behind schedule on the needed improvements.

During the customer meeting held on November 28, 18950,. the
customers complained of low pressure, water shut-offs, line breaks,
bad taste (chlorine) in the water, leaks left unrepaired, and
excessive vegetation around the wastewater plant. The utility
acknowledged these problems but added that it has responded as
diligently as possible considering its lack of needed financial
resources. 1t asserts that the deed restrictions that prevented
the utility from increasing its rates have been the main cause of
the utility's quality of service problemns.

Upon consideration of the foregoing, we f£ind that the quality
of service is unsatisfactory. Accordingly, we hereby levy a fine
of $2,000, but suspend the fine for a periocd of nine months. This
will provide the utility with six months to demonstrate its
willingness to comply with the DER consent order and complete the
needed repairs, and give the Commission three months to investigate
compliance after the six month periocd. The utility shall place
$333.34 each month into an escrow account for the next six months
to accumulate the $2,000 fine.
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To bring the utility's quality of service to a satisfactory
level, the utility should comply with DER's consent order within
that order's prescribed deadline. Specifically, it should con-
struct a new effluent disposal system, obtain the necessary permits
to operate, and operate the wastewater facilities within DER
Standards. In addition, as discussed later in this Order under the
section on preventative maintenance, if at the end of six months
the utility has not expanded eighty-five percent of its maintenance
expense allowance, the utility shall submit a written schedule
showing what monthly maintenance the utility will implement. After
six months, we will reinspect the plant and assess the performance
of the utility to determine the quality of service. If found to be
satisfactory, we may suspend the fine permanently.

RATE BASE

Our calculation of the appropriate rate base for the purpose
of this proceeding is depicted on Schedule No. 1. Our adjustments
are itemized on Schedule No. 1-A. Those adjustments which are
self-explanatory or which are essentially mechanical in nature are
reflected on those schedules without further discussion in the body
of this Order. The major adjustments are discussed below.

Used and Useful

The system has two wells; each well has a rated capacity of
125 gallons per minute (GPM). The plant has no storage capacity,
therefore, both wells are required to meet maximum hour demand,
which is approximately 115 GPM. One of the two wells must function
as a backup well, therefore, we f£ind that the plant is 100 percent
used and useful.

This utility does not have a flow meter. Flows reported to
DER are estimated. We shall use a designed capacity for mobile
homes of 150 gallons per day (GPD) and eguivalent residential
connecticon (ERC), whereby the total capacity necessary to serve the
existing 185 ERCs is approximately 27,750 GPD. Estimated flows
reported by Shady Oaks to DER average about 17,641 GPD. Using the
average of these two estimates, daily flows are 22,695 GPD. The
wastewater plant has a capacity of 20,000 GPD; therefore, we find
that it is 100 percent used and useful.
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The collection and distribution systems prov1de service to 242
platted lots in the service area. Considering the distribution of
the 185 connections, we find that the collectlon and distribution
systems are 100% used and useful.

Plant-in-Service

Shady Oak's application reflects water utility plant of
$13,888 and wastewater utility plant of $45,632. The utility doces
not have original cost documentation to support these figures. We
reviewed tax returns, several cost estimates, and plant components.
The 1972 tax return indicates a water plant cost of $11,588 and a
wastewater plant cost of $45,632. We find that the tax return
reflects reasonable estimates of the original cost. The utility
also provided invoices to support two additional items of plant: a
master meter installed in 1984-1985 and a replacement pump
installed in 1989-1990. The master meter cost $l,300 and the pump
replacement was a $151 net reduction to plant. The year-end
balance of the water plant has been adjusted to reflect this test
year retirement and addition. We will use these estimates and
costs to establish utility plant-in-service.

In fiscal yvear 1980/1981, the utility added the second stage
of its transmission/distribution system and collection lines. The
utility's estimate indicates that the water transmission and
distribution lines cost $25,060 and the wastewater collection lines
cost $47,129. We accept these estimated costs as reasonable.
Based on the foregoing, we find that the utility plant balance at
June 30, 1990 is $37,797 for the water system and $103,546 for the
wastewater system.

Projected Plant Improvements

On March 7, 1989, Shady Oaks signed a Consent Final Judgment
with the DER. The utility agreed to construct an additional
effluent disposal system to eliminate discharge from the plant.
The construction permit sets a March 31, 1991 deadline for this
construction. The utility has received several estimates for the
work. The latest estimate was for $199,725. We believe that a
reasonable estimate to complete the work is $125,000. This
includes the relocation of the existing pond, installation of a
pump station, installation of a main from the wastewater treatment
plant to the new pond site, additional engineering work, materials,
construction of the pond, and improvements to the wastewater
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treatment plant., Accordingly, we find that this $125,000 cost
should be included in- rate base. '

During the test year, the utility spent $2,265 on engineering
costs related to the development of the plans for the new
percolation pond. These costs shall be removed from expenses and
capitalized and added to the $125,000 estimated cost of the pro
forma plant.

As discussed subsequently in this Order, Shady Oaks will
convert from a flat rate to a base facility/gallonage charge rate
structure. This change will require the installation of water
meters. $100 1is a reasonable estimate of each water meter
installation, including the meter, meter box, labor, all valves and
other appurtenances. Therefore, $100 multiplied by the existing
185 customer sites results in a cost of $18,500, which shall be
capitalized and included in the rate base.

When pro forma plant is included in rate base, our policy is

to increase accumulated depreciation by one year's depreciation on
that plant. Therefore, following this policy, we find that
accumulated depreciation attributable to the pro forma plant is
$1,092 for the water system and $4,709 for the wastewater system.

Shady Oaks' percolation pond is not percolating properly. The
Shady Oaks area has a high water table. A new percolation pond is
to be constructed in an area where the water table is lower, on a
site owned by the utility's President. Because the new site has
not been previcusly dedicated to public use, the utility requests
that the value of this land be placed in rate base at its current
market value. The utility provided us with a copy of a contract
for a sale of 4.65 acres of this land in 1985. The stated sale
price per acre was $68,817. -Several customers at the customer
meeting pointed out that the sale was never consummated. The same
property is currently for sale at approximately $32,895 per acre.
We do not believe the 1985 contract price for a sale that never
occurred is a valid basis for determining the current market value
of the land.

We have considered several methods in arriving at our decision
on the cost of the additional land to be included in rate base.
The first method would allow the actual price paid for the land.
This method determines the "original cost"® of the land to the
owner. Using this method would include in rate base the "actual"
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cash investment that the owner has in the property, but the value
applied to the land will not necessarily equal the land's value at
the time the land is first dedicated to public use.

Commission policy has been to consider the value of the
property at the time it is first dedicated to public use. The
utility's President developed his system in the early 1570's and
set aside the land required for the utility. Due to the fact that
the current percolation pond is no longer operating properly, the
President now finds himself in the position of acquiring additional
land or setting aside some of his other property for utility use.
We do not believe that the retirement of the old pond is through
any negligence on the part of the owner, nor that he used poor
judgment in choosing the initial site. Through no fault of the
owner, the utility now requires additional land. Therefore, we
believe that the value of the land when it is first dedicated to
public use is the current value. If the full value were to be
included in rate base, it would have a serious impact on this small
system.

We have considered as another option, the possibility of
indexing forward the original cost of the land. For instance,
using the CPI as an index, the original cost of $1,460 an acre
would be increased to approximately $4,400 an acre. Order HNo.
22166, 1issued November 9, 1989 (Poinciana Utilities, 1Inc.),
discussed this issue of the wvaluation of land. We believe that
Order No. 22166 clearly states the preference of the Commission to
use the value of the land at the time the property is dedicated to
public use. Further, the Commission discussed the methodology of
using an index and stated that the methodology resulted in an
unreasonably low and unrealistic per acre cost. Therefore, in that
case, the Commission chose an independent appraisal as the basis
for the determination of the land cost.

The best evidence we have in this case on which to base the
current fair market wvalue of this land is to start with the value
placed thereon by the County Property Appraiser, which is
$11,803.53 per acre. We believe this value represents at least 65
percent of the land's actual current market value. Accordingly, we
find it appropriate to increase the property appraiser's value,
based on an assumed appraisal at 65 percent of current market
value, to calculate a full market value of $18,160 per acre. We
multiply this per acre wvalue by the four acres needed for the
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percolation pond éite, to establish a current total market value of
$72,640. S

The transfer of the four acres from the utility to the
utility's President is a related party transaction and not a "sale"
of land in the tax sense. The President will not recognize a gain
on this transfer for tax purpcses. He will, however, be acquiring
the "benefits" of the transfer because he will be earning a return
on the increased value of the land added to rate base. Therefore,
it is appropriate to reduce the current value per acre by the "tax
savings" that the President receives from the increased value. We
have calculated this "tax savings" by multiplying the increase in
value of $16,700 per acre ($18,160 less $1,460) by the tax rate of
28 percent. This results in a total reduction of $20,339, for a
net value of the four acres of $52,301, which we find to be the
appropriate value of the four acres to be added to rate base.

The site of the old percolation pond must be retired from rate
base and a gain recognized. The current percolation pond cccupies
approximately one acre. Because this land may be reclaimed after
the new percolation pond is built, it can be sold or used for other
purposes. We adjust the revenue requirement to match the
retirement of the one acre with the purchase of the additional four
acres. The current market value of the one acre is $16,700 more
than its original purchase price. This gain will be recognized in
the revenue reguirement. The one acre has been owned by the
utility and included in rate base. Therefore, any financial
benefits from the sale of the one acre should accrue to the
ratepayers. Commission policy is to amortize such a gain over a
period of time. 1In prior cases, the Commission has chosen the
amortization period by allowing the amortization expense to equal
the depreciation and return on investment in rate base of the
retired item. Utilization - of +this method results 1in an
amortization period of seven years. Based on the foregoing, we
£ind that a vearly amortization of $2,386 should be included in the
revenue requirement.

Because the wutility bhas not acquired contracts for the
construction, we find that the rate increase related to the pro
forma plant and land shall be placed in an escrow account with an
independent financial institution established pursuant to a staff-
approved written escrow agreement. Any withdrawals of funds from
this escrow account are subject to the prior approval of this
Commission through the Director of Records and Reporting. Six
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months from the effective date of this Order, the utility shall
submit to the Commission copies of the invoices to verify the costs
to complete the construction. Staff will make a recommendation
regarding the escrowed funds after reviewing the invoices and the
completed construction. We expect staff's recommendation to be
.complete within eight or nine months from the effective date of
Order.

Land Currently Owned

In 1971, Shady Oaks Mobile~Modular Estates, Inc. purchased 63
acres for $92,000, or $1,460 per acre. The water system is located
on approximately 1/2 acre and the wastewater system currently
occupies approximately 2.1 acres. During the test year, land and
all utility facilities were owned and operated by Shady Oaks
Mobile~Modular Estates, Inc. The owner of Shady Oaks transferred
the title of the land to himself and his wife in August, 1990. The
owner has indicated his intention to transfer all utility property
from the mobile home park to a separate entity. Although the name
on the utility's certificate does not currently match the name of
the land title because of the recent transfer, the land and plant
shall be included in rate base. We find that the original cost of
$1,460 per acre shall be applied to the acreage for a land cost of
$730 in the water system and $3,066 in the wastewater system.

Accumulated Depreciation

We have calculated an accumulated depreciation balance using
the estimated plant costs and the estimated construction dates. We
find that a forty year life (a 2.5 percent depreciation rate) is an
appropriate estimate for calculating the accumulated depreciation.
Using these facts and including the retirement of two minor plant
items, we have calculated a year end test year balance of
accumulated depreciation of $9,408 for the water system and $37,286
for the wastewater system. We find that averaging the test year
changes results in an average test year balance of $8,936 for the
water system and $35,992 for the wastewater system.

Contributions—-in-Aid-of-Construction (CIAC)

As discussed earlier, the utility was unable to provide
original cost documentation for utility plant-in-service. While we
did not perform an original cost study, we reviewed -engineering
estimates and tax returns. The utility's tax returns for the years
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1971 - 1983 show a water plant balance of .$11,588 and a wastewater
plant balance of $45,632. We find that the difference between the
tax returns and the original cost estimates for plant additions
prior to 1985 shall be imputed as CIAC. This results in a 1983
balance of $25,060 for the water system and $57,914 for the
wastewater system.

In addition, the federal tax return for the fiscal year ended
July 31, 198% includes an impact fee collected in the amount of
$2,085. The $2,085 shall be included in the test year balance of
CIAC and be divided evenly between the water and wastewater
systems. We find that this increases the year-end balance of CIAC
for the water system to $26,103 and for the wastewater system to
$58,956. The utility did not change its CIAC balance during the
test year; therefore, no averaging adjustment is needed.

Accumulated Amortization of CIAC

Using the same methodology to calculate the accumulated
depreciation balance, we have calculated a year-end balance for
accumulated amortization of CIAC of $5,991 for the water system and
$16,220 for the wastewater system. This balance has been adjusted
to an average for the test year. We find that the resulting
balance of 5,665 for the water system and §15,483 for the
wastewater system shall be included in rate base.

Working Capital Allowance

Using the formula method (one-eighth of operation and
maintenance expenses) to calculate the working capital allowance,
we find that the appropriate amount of working capital to be
included in rate base is $3, 176 for the water system and $3,613 for
the wastewater system.

Test Year Rate Base

After incorporating all adjustments, we find that the average
test year rate base is $29,812 for the water system and $204,157
for the wastewater systemn.

COST OF CAPITAL

Our calculation of the appropriate cost of capital, including
our adjustments, is depicted on Schedule No. 2, attached to this
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Order. Those adjustments which are self-explanatory or which are
"essentially mechanical in nature are reflected on that schedule
without further discussion in the body of this Order.

During the test year, Shady Oaks had three issues of short-
term debt. The first issue was from the 1st National Bank of Pasco
for $2,492, issued on June 25, 1990 for 24 months. The second
issue was from Mark Sims for $2,000, issued on December 22, 1989
for 12 months. The third issue was also from the 1st Natiocnal Bank
of Pasco for $975, and issued on November 21, 1988 for 24 months.
These issues will be classified as shert-term debt. The average
balance of these three debt issues for the test year is $1,121,
which shall be included in the capital structure at the average
interest rate paid during the test year of 16.80 percent.

At the end of the test year, Shady Oaks had a balance of long-
term debt outstanding of $172,542. In December, 1989, $3,000 in
debt was added to the balance. The $3,000 has been averaged to
determine the average test year balance. The entire balance of the
long-term debt is owed to the owners of the utility. The utility
has not paid interest or principal on any of these notes. This
debt 1is a total of approximately 90 promissory notes made in
varying amounts since 1973. Each note has an individual interest
rate stated on its face. There is no direct correlation between
the prime rate and the stated interest rates. The average rate for
this debt, based on the stated rates, is 17.254 percent. We
~believe it appropriate to recalculate the average rate by
substituting the prime rate plus 3 percent for each of the stated
rates. Based on this analysis, we find that the average rate is
13.4 percent.

In 1988, Shady Oaks Mobile-Modular Estates, Inc. went through
a reorganization under Chapter 11 of the Bankruptcy Code and a
final judgment was issued on August 2, 1988. This judgment listed
the debts of the company and stated the debts would bear interest
at the rate of 11.5 percent. We find that the interest rate on all
the debts incurred before the final judgment shall be adjusted to
the 11.5 percent interest rate specified in the judgment. The
small portions of debt incurred after the bankruptcy court's final
judgment will be included at their averaged actual interest rates.
This brings the total average rate to 11.55 percent. Therefore,
considering all adjustments, we find that the average long-term
debt for the test year is $171,157 at an average interest rate of
11.55 percent.
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Return on Equity

At the end of the test year, the utility/mobile home park had
a $5,000 balance in common stock, a $1,785 balance in paid-in
capital, and a negative retained earnings of $290,577. While the
entire balance of negative retained earnings does not belong to the
utility, the utility's share is significantly higher than its
investment through common stock and paid-in capital. Commission
policy is to include a zero equity balance when a negative balance
of retained earnings is larger than the investment through stock.

Accordingly, we find that a zeroc equity balance exists for the test
year. '

Earlier in this Order we held that a substantial amount of
plant shall be included in rate base as a pro forma item. The
utility will need financing to pay for this plant. The most likely
source of funding is through equity or personal loans. Therefore,
the best measure of the cost of this financing is to include the
pro forma item as equity and use our leverage graph to determine
the cost of the financing. The Commission's leverage graph was
last adjusted in Docket No. 900006-WS, Order No. 23318 on August 7,
1990. Using that graph, the proper cost of this equity is 12.49
percent. Therefore, we find that the pro forma equity shall be
included in the capital structure at a cost of 12.49 percent, with
a range of 11.49 percent to 13.49 percent.

Overall Rate of Return

Considering all adjustments, the appropriate overall cost of
capital is calculated by using the utility's capital structure with
each item reconciled tc rate base on a pro rata basis. We find
that this results in an overall cost of capital of 12.10 percent.

NET OPERATING INCOME

our calculation of net operating income 1is depicted on
Schedule No. 3, with our adjustments itemized on Schedule No. 3-A.
These adjustments which are self-explanatory or which are
essentially mechanical in nature are reflected on those schedules
without further discussion in the body of this Order. The major
adjustments are discussed below.
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Test Year Revenues

Shady Oak's tariffs do not specify a stated rate for water and
wastewater service. As discussed in the Case Background, the
utility has certain deed restrictions which required the developer,
Shady Caks, to provide certain services at a fixed cost of $25 per
month. These services include water, wastewater, and other
services. Based upon data presented in the original certificate
case in 1986, the Commission decided that the utility should
continue billing its customers in accordance with the deed
restrictions. Therefore, the utility's existing tariffs reflect
that the water rate and the wastewater rate are part of the monthly
$25 charge.

currently, some of Shady Oak's customers are paying $25 rate
for water and wastewater. Some are paying a $35 rate for water,
wastewater, and garbage. Others are paying a $40 rate for water,
wastewater, garbage and streetlights. It appears that $25 per
month rate is all that 1is being charged to cover water and
wastewater service. Therefore, we have calculated annualized
revenues using $25 per month multiplied by the 185 test year
customers, which results in an annualized revenue of $55,500. We
find that this revenue shall be split equally between water and
wastewater, resulting in annualized revenue of $27,750 for water
service and of $27,750 for wastewater service.

Operation and Maintenance ExXpenses {0 & M)

The test period ending June 30, 1990 was used to determine the
appropriate expense levels which follow. The audited totals and
detailed components of each expense account were examined for
reasonableness, taking into consideration both average test period
customers and year-end customers. Reclassification adjustments,
annualizing adjustments, adjustments for appropriate levels and
known changes were made to arrive at expense allowances. The
results of our analysis are detailed below. Schedule No. ¢,
attached, includes a summary of each account.

1) Salaries and Wages - Employees - The utility pays its Secretary
$250 a month for an average of ten hours a week for office expense
incurred relating to delinguent customer billing, record keeping
and other duties. This amount is reasonable. However, because the
utility is changing to a base facility/gallonage charge rate
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structure, we estimate an additional 8 hours of work each month
will be required to calculate and prepare customers! bills. This
results in a $50 per month increase, for a total annual expense of
$3,600, to be divided equally between water and wastewater.

2) Salaries and Wages — Officers - The utility pays its President
for the day-to-day operation of the utility system. His rate of
pay is $1,500 a month for an average of thirty hours each week. He
may be spending close to 30 hours a week at the present tinme
because of the DER Consent Order, however the normal course of
business should require only 10 hours a week for his services. The
utility is changing to the base facility/gallonage charge rate
structure. Therefore, we estimate that the President will spend
additional time each month reading meters. We believe an allowance
of $100 per month is a reascnable amount to compensate for those
additional duties. These adjustments result in a total annual
expense of $7,200, which is a reduction of $10,800 per year.
Accordingly, we find that the total salaries and wage expenses for
Officers shall be $3,000 for water and $4,200 for wastewater.

3) Employee Pensions and Benefits - During the test year, the
utility spent $4,205.40 for employee benefits, including $3,528 for
hospitalization insurance for its President and Secretary and $677
for other medical expenses. Several customers did not agree that
the rates should include a provision for hospitalization insurance
for "part-time" employees. These two employees are the officers of
the mobile home park and a portion of their hours are spent on the
utility. It is reasonable for the company officers to receive
hospitalization insurance, but the utility should not pay the
entire expense. The number of hours spent on utility work
indicates that a majority of the Officers' labor hours are spent on
other duties. Accordingly, the test year exXpenses are hereby
reduced to reflect 20 hours of labor per week, combined total of
both Officers, which is a 75 percent reduction. Effective February
10, 1991, the insurance premium will be increased to $670 a month,
or $8,040 per year. The expected insurance premium of $670 a month
plus the other miscellaneous expenses are hereby allowed; however,
only 25 percent of these amounts shall be allocated to the utility.
These adjustments decrease test year expenses by $796 for the water
system and a like amount for the wastewater system.

4) Purchased Power - The electric meter that meters the water
treatment plant also meters the power usage at the mobile home
park's recreation center. We have analyzed the power requirements

T
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of the water treatment plant pump and have prorated these expenses.
This proration results in the purchased power expense for the water
system to be reduced by $3,302, to $730 per year. No adjustment is
necessary to wastewater purchased power expense.

5) Preventative Maintenance - The utility must increase its
preventative maintenance because of the unsatisfactory level of
service. Maintenance expenses are hereby authorized to be

increased to $1,700 a month to allow for the extra maintenance.
The test year maintenance expenses include materials, supplies, and
labor for maintenance performed during the test year that totalled
$1,242 for the water system and $1,700 for the wastewater system.
These expenses are hereby increased by $8,958 for the water system

and $8,500 for the wastewater system, for an annual total of
$20,400.

This increase in allowed expenses is substantial. We will
monitor the expenditure of these funds to insure they are used for
their intended purposes. Therefore, at the end of six months from
the effective date of this Order, the utility shall provide to the
Commission a detailed record of its maintenance expenditures. We
will review these records to determine if the funds are being used
as intended. If the utility has not begun to spend a substantial
amount (85 percent) of the allowance, the utility shall submit a
statement as to the reasons why a substantial amount of these funds
have not been utilized and a detailed statement of its future plans
to maintain the system. If the maintenance is not performed, we
will consider initiating a show cause proceeding to fine the
utility for not performing as ordered.

6) Contractual Services - During the test year, Shady Oaks paid
$11,737 for contractual services; $4,347 in the water system and
$7,391 in the wastewater system. These expenses are hereby
adjusted to $3,217 in the water system and $7,488 in the wastewater
system. The specifics of several adjustments are noted below.

$114.76 was found in accounts payable for accounting services
during the test year. This is an expense and is hereby transferred
to the contractual service expense account, to be divided evenly
between water and wastewater.

Four inveoices for a total of $500 were paid during the test
year for services received in the prior period. These invoices are
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removed from test year expense, resulting in a reduction of $225 to
water expense and $275 to wastewater expense.

Test year expenses included $2,000 in attorneys' fees for
settlement in a bankruptcy proceeding. This is an extraordinary,
non-recurring item that is disallowed. Accordingly, we reduce
water expensaes by $1,000 and we reduce wastewater expenses by
$1,000.

The contractual services expenses also included $2,755 for
items which should more appropriately be included in other
accounts: telephone bills ($44.06), gasoline charges ($9.75),
repayment of principal and interest ($436.49) and engineering costs
related to the development of the plans for the new percolation
pond ($2,265.00). The telephone and gasoline charges are hereby
reclassified to the appropriate expense account. Further, the debt
and interest charges are remocved as expenses and will be recovered
as discussed in the Rate Base portion of this Order. Moreover, the
expense related to the development of the percoclation pond is
removed from contractual services and reclassified to the
wastewater system as a part of the pro forma plant addition.

The largest part of the contractual services account is paid
tc Mathis Water and Wastewater, Inc. for operation of the
facilities. During the test year, the utility was charged $350 per
month for the contract service, 5126 for chemical samples, $306 for
chlorine, and $907 for miscellaneocus items. This fee is being
increased by the contractor from $350 per month to $450 per month.
This reasonable increase is approved. The chlorine cost is
reasonable, but has been reclassified to chemical expense. The
miscellaneous charges include $320 for sludge hauling; this item
has been reclassified to the sludge removal expense account. The
utility's books do not appear to reflect the total expense for the
test year on an accrual basis. The expense must be adjusted to
reflect the increased contractual services fee and the same test
year related expense - samples, and miscellaneous charges. After
these adjustments, we approve an increase to the constructural
services expenses of $767 for the water system and $1,042 for the
wastewater system.

7) Rents - In 1985, the utility signed a lease to rent office
space for $250 each month. This expense should be allocated
partially to the mobile home park. The utility allocates 35
percent of transportation expense to the mobile home park. This is
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a reasonable allocation for the office space.’ Allocatien of 35
percent of the rent expense to the park reduces the utility's rent
expense to $975 per year for the water systems and $975 per year
for the wastewater system. A

8) Transportation - The utility records indicate a transportation
expense of $2,042 (plus $10 reclassified from another account) for
the water system and $2,040 for the wastewater system. This
expense includes expenditures for gasoline, auto insurance and auto
repairs. We find that the transportation expense is reasonable,
provided it is properly allocated among the various activities.

Shady Oaks' gas expense included all payments the utility had
made during the year, with thirty-five percent allocated to the
mobile home park, which is reasonable. The utility paid $924 for
auto repairs during the year. Thirty—-five percent of these
expenses, or $323, should be allocated to the mobile home park.
Therefore, we remove $155 from water system expenses and $168 from
wastewater system expenses. Finally, the insurance expense of
$1,262 must be reclassified to the insurance expense account.
These adjustments result in a balance for the transportation

expense of $1,266 in the water system and $1,241 for the wastewater
system.

9) Insurance - The utility paid $1,262 for automcbile insurance
for the President's and the Secretary's automobiles during the test
year. The Secretary's car is not used to any material extent for
utility business. The President's car is used approximately 65
percent of the time for utility business. We will allow only the
insurance expense relating to the President's car and allocate 35
percent of that expense to the mobile home park. $571 of the
insurance premiums were for the President's car. After alloccating
35 percent of this expense to the mobile home park, the utility's

expense is $370, which shall be divided equally between water and
wastewater.

The utility has requested that liability insurance be included
in its revenue requirement. The utility provided a policy for the
period 7/16/85 to 7/16/86 with premium costs of $4,168 for the
utility premises, the recreation building, and the office. The
utility requests that this policy be used as an estimate of the
liability expense. We believe that the policy provides a
reasonable estimate of the expense. The utility should acquire the
liability insurance and the expense should be allocated based on
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the 1limits of 1liability shown in the' policy for each of the
structures. ' Also, 35 percent of the cost of the coverage for the
office shall be allocated to the mobile home park. We find that
these adjustments result in an expense for liability insurance of
$144 for the water system and $198 for the wastewater system.

10) Requlatory Commission Expense - The only cost related to this
case is a filing fee of $300. This amount shall be amortized over
four years, consistent with Section 367.0816, Florida Statutes.
This results in a reduction to the expense of $1,882 for the water
system and a like amount for the wastewater system. We find that
the proper expense is $37.50 for water and $37.50 for wastewater,
for a four year period.

11} Other Requlatory Expense - The utility's books reflected
$1,800 in other regqulatory expenses. This entire amount was paid
to the DER Pollution Recovery Fund for fines assessed by DER.
Commission policy is to disallow any fines incurred by a utility.
Therefore, we find that this expense should be reduced to zero.

12) Qffice Supplies and Expense =~ The utility recorded office
supplies and expense for the test year in the amount of $683 (plus
$44 reclassified from another account}) for the water system and
$727 for the wastewater system. We find that the water expense
should be reduced by $35 and the wastewater expense should be
reduced by $36 to eliminate out of test year telephone expenses.

Depreciation Expense

Using the rates prescribed by Chapter 25-30.140, Florida
Administrative Code, we calculate depreciation on test year plant
of $1,232Y for the water system and $3,705v for the wastewater
system. Using the same rates, the amortization of CIAC totals $7917
for the water system and $2,181" for the wastewater system. The
same rates as applied to the proforma plant add $1,092 to the water
system and $4,709  to the wastewater system. We find that the
appropriate depreciation expense to include in the revenue
requirement is $1,533 for the water system and $6,233 for the
wastewater system.
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Amortization Expense

Earlier in this Order we held that the gain on the retirement
of one acre of the wastewater land will be amortized over seven
years. The gain totalled $16,700. 2Amortizing that amount over
seven years results in an annual amortization amount of $2,386. We
find that this amortization shall be used to offset a portion of
the wastewater revenue regquirement by including it as a negative
amortization expense.

Taxes Other than Income Taxes

The utility's records do not reflect any taxes other than
income. However, earlier in this Order, we held that certain
salary expenses for the President and Secretary be allowed. The
related payroll taxes will also be allowed. These taxes result in
a payroll expense of $923.

In the past, the utility has been delinquent in paying its
tangible and real property taxes. This expense will nevertheless
be included in rates to eliminate a risk that any utility property
could be lost to the tax collector. We allow $347 for tangible
property taxes. The utility’'s ad valorem tax millage rate of .019%
percent results in a total test year real estate tax of $14 for the
water system and $58 for the wastewater system. Applying the .019
rate to the pro forma land for the new percolation pond results in
a pro forma real estate tax expense of $1,772.

‘We find that the regqulatory assessment fees, at 4.5 percent of
the test year revenues, total $2,498, which we hereby approve.

Based on the above considerations, we find that the test year
taxes other than income are $1,870 for the water system and $3,742
for the wastewater system.

Income Tax Expense

Shady 0Oaks is a Subchapter S corporation. Noc income tax
expense should be included in the rates of a Subchapter §
corporation as the corporation itself deces not pay taxes.

Therefore, we £ind that the income tax expense for Shady Oaks shall
be zero.
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Based on the previous adjustments, we find that the test year

operating loss is $1,061 for the water system and the test year’

operating loss is $8,744 for the wastewater system.

REVENUE REQUIREMENTS

Based on the utility's books and records and the adjustments
discussed above, we find that the annual revenues required are
$32,639 for the water system and $62,799 for the wastewater system.
This is an increase of $4,889, or 17.6 percent for the water system
and an increase of $35,029, or 126.2 percent for the wastewater
system. This will allow the utility the opportunity to recover its
expenses of $28,811 in the water system and $36,494 1in the
wastewater system and earn a 12.10 percent return on its investment
in rate base.

RATES AND CHARGES

Commission Authority to Increase Rates

The developer, Shady Oaks, entered into contracts for the sale
of land which contain certain provisions regarding utility service.
The charge for utility service is included as an unspecified
portion of an annual fee of $300 for a variety of services.

As previously stated, Order No. 14540, issued July 8, 1985,
found that Shady Oaks is subject to the Jjurisdiction of this
Commission. By Order No. 15633, issued February 6, 1986, we issued
Water Certificate No. 451-W and Sewer Certificate No. 382-5. Order
No. 15633, issued March 7, 1986, stated that the utility should
file tariff pages consistent with its then current rates. The
specific language in the tariff states that "the customers pay an
annual fee of $300 ($25/month) that is fixed by deed restriction.
An undetermined portion of this amount applies to water service."

The Florida Supreme Court recognized the Commission's
exclusive jurisdiction to establish rates for utility service in
Storey v. Mavo, 217 So0.24 304 (Fla. 1968). 2all private contracts
with a utility are regarded as entered into subject to the reserved
authority of the State acting through the Public Service Commission
under the police power to modify the contract in the interest of
public welfare, State ex rel. Ellis v. Tampa Waterworks Co., 48 So.
639 (Fla. 1908); State ex rel. Triay wv. Burr, 84 So. 61 (Fla.
1920); Miami Bridge Co. v. Railroad Comm., 20 So.2d 356 (Fla.
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1945); and Midland Realty Co. v. Kansas City Power & light Co.,
300 U.S. 687 (1937). 1In the Midland case, the court opined that
rates which were approved subsequent to the contract were proper,
although they were higher than an existing contract rate hetween
the parties. The Court stated:

*A state has the power to . . . prohibit
service at rates toa low to yield the cost
rightly attributable to it."™ Midland, supra.

In Cohee v. Crestridge Utiljties Corp. 324 So.2d 155 (Fla 2nd
DCA 1975), the Court held that the Commission has authority to
raise, as well as lower, rates established by a pre-existing
contract when deemed necessary in the public interest. The
commission's power to establish rates supersedes preexisting
agreements that establish such rates. Hampton Utilities Co. v.
Hampton Homeowners Ass'n, 252 So.2d 286 (Fla 4th DCA 1971) and H.
Miller & Song, Inc. v. Hawkins, 373 So.2d 913 (Fla 1979). While a
state may exercise its power to modify or abrogate private rate
contracts, it is under no obligation to do so merely to relieve a
contracting party from the burden of an improvident undertaking;
rather, the power to fix rates . . . in contravention of a contract
must be exercised solely for the public welfare. Arkansas Natural
Gas Co., v. Arkansas R. Comm., 261 U.S. 67 (1936). We believe that
adequate service cannot be provided to customers through the year
2000 at an annual rate of $300. The system is already approaching
a critical need for additional funds to not only maintain the
system, but to maintain a satisfactory quality of service. This
Commission has the authority to establish rates irrespective of the
pre-existing contract, and must do so in order to maintain a
satisfactory quality of service to the Shady Oaks' customers.

We are not without concern for the ratepayers. However, this
result 1is required under the mandates of Section 367.081(2),
Florida sStatutes, which requires rates that are Jjust, fair,
compensatory and not unfairly discriminatory. The fact that there
exists a Circuit Court judgement styled Emerson French and Iouisa
Ann French v. Shady Qaks Mobile-Modular Estates, Incorporated
issued on October 7, 1983, in Case No. 83-430 in the Circuit Cocurt
(Pasco County) does not alter our decision. The judgement does not
address these issues and the Commission was not a party to that
lawsuit. There is no indication the Trial Judge was aware of the
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Commission's primary jurisdiction over the subject matter of these
rates. ' I

For purposes of this case and in determining the test year
revenues, wWe have assumed the entire $300 yearly payment charged to
most of the park residents was for utility services. This may or
may not be the case. The rates listed below are the total rates
necessary to give the utility the opportunity to recover its
expenses and a reasonable rate of return on its investment in rate
base. The Commission has no authority as to what portion of the
$300 yearly payment which the customers may or may not still owe to
the mobile home park. This question must be discussed between the
customers and the utility President and, if not resolved, it would
be a matter for the circuit court. The utility is reminded that
pursuant to Rule 25-30.320, Florida Administrative Code, service
cannot be discontinued if the customers pay their utility bills and
comply with the utility's rules and regulations which are set forth
in its tariff. '

RATES AND CHARGES

The rates established by this Order have been designed to
allow the utility the opportunity to recover its expenses and earn
a 12.10 percent return on its investment. The utility’'s current
rate structure is a flat rate. Flat rates are not conducive to
conservation. We find that the utility shall employ the base
facility/ gallonage charge rate structure, which establishes a
fixed charge for each customer to recover a proportionate share of
fixed operating costs and a variable gallonage charge to recover
the variable costs of providing the services.

We have used an average of 6,000 gallons per month per
customer and the average test year number of customers to compile
a billing analysis for the test year and to calculate rates.
Because the customer usage has not been previously metered, there
is no historical data to determine the customers' actual
consumption. Our estimate of usage is based on average usage 1in
other mobile home parks in Florida. While not every customer
resides in Shady ©Caks for twelve months, and not every household
has two persons who use 100 gallons per day each, we believe that
the estimated 6,000 gallons per month is a reasonable average.
Although the swimming pool, laundry and office are not typical
household users of water, the total of 6,000 gallons per month per
customer is a good estimate of all water used by all sources. We

o
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find the following rates and rate structure to be fair, just and

reasonable.

Base Facility Charge

Gallonage Charge
Per 1,000 gallens

Base Facility Charge

Meter Size
5/8" x 3/4"

3/4"
1"
1-1/2"
2“
3“
4"
6"

Meter Size

5/8% x 3/4"

3/4"
1|I‘
1-1/2"
2"

3 "

4 "

6"

Gallconage Charge

Per 1,000 gallons

MONTHLY RATES

Residential

Commission
Approved

$ 6.34
9.51
14.84
29.01
46.02
91.36
142.36
284.05

$ 1.39

GCeneral Service

Commission
Approved

S 6.34
9,51
14.84
29.01
46.02
91.36
142.36
284.05

$ 1.39
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WASTEWATER
'MONTHLY RATES
Residential
Conmission
Base Facility Charge Approved
All Meter Sizes $ 12.50
Gallonage Charge
Per 1,000 gallonsg $ 2.63

{6,000 gal. maximum)

General Service

Commission
Base Facility cCharge Approved
Meter Size
5/8" x 3/4" $ 12.50
3/4" 18.75
i 31.08
1-1/2" 62.02
W . 89.15
3n 198.16
4" 309.55
e" ‘ 618.96
Gallcnage Charde
Per 1,000 gallons $ 3.15

(No maximum)

EXHIBIT FJL-2
Page 24 of 44

The utility has requested that it be allowed to implement the
rate increase prior to the installation of the water meters. The
utility states that it will be difficult to find financing to
purchase meters and install them without revenues produced by the
increased rates. We find that implementation of the rate increase
prior to the installation of the meters is a reasonable solution.

e e G
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We will approve flat rates as follow, until the water meters are
installed.

Monthly Water Flat Rate $ 14.70
Monthly Wastewater Flat Rate § 28.28

The utility must install water meters for all customers as
quickly as possible. We believe that six months 1is more than
adequate time to install 185 water meters. If all water meters
have been installed at or before six months of the effective date
of this Order, the utility may begin to charge all customers the
base facility and gallonage charges, effective not earlier than 30
days after approval of new tariffs. If all of the water meters
have not been installed within six months of the effective date of
this Order, the utility shall begin billing the appropriate base
facility charges to’ all customers, but shall charge the gallonage
charge only to those customers who have a functioning water meter
installed at the respective customer's service site. In no event
shall the gallonage charge be applied to any customer earlier than
for meter readings taken on or after 30 days following the stamped
approval date of the revised tariff pages implementing the base
facility charge rate structure.

The Commission's investigation in this case indicated that
there are a couple of lots which are not being charged the same as
other lots. Rule 25-30.135(2), Florida Administrative Code, states
that no utility may modify or revise its rates until the utility
files and receives approval from the Commission for any such
modification or revision. Accordingly, we find that the rates

approved herein should be applied, without discrimination, teo all
customers.

Customer Access to Information-

Customers have questioned whether the utility has a policy and

procedures manual. No manual is maintained by the utility.
However, the tariff includes the rates, charges and wvarious
operating rules required by the Commission. Rule 25-30.135(3),

Florida Administrative Code, requires that the utility maintain for
customer  inspection, a copy of Chapter 25-30, Florida
Administrative Code, and a copy of the utility's tariffs, rules,
regulations and schedules at the utility office in the service area
and make them readily accessible to the customers during office
hours. The utility must comply with these requirements.
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Rates After Amortization of Rate Case Expense

The only rate case expense incurred by the utility for this
case was a $300 filing fee. Following the requirements of Section
367.0816, Florida Statutes, the appropriate recovery period for
this fee 1is four years which allows the utility to recover
approximately $37 per year per system through its rates. This
revenue recovery grossed up to account for regulatory assessment
fees results in an annual revenue of $39 per system. Therefore, at
the end of four vears the utility's rates for water and for
wastewater should each be reduced by $39 annually. Based on the
existing circumstances, the effect of this rate reduction is a $.01
reduction in the utility's water base facility charge and a $.01
reduction in the utility's wastewater gallonage charge. The
utility shall file revised tariff pages no later than one month
prior to the actual date of the required rate reduction. The
utility also shall file a proposed customer letter setting forth
the lower rates and the reason for the reduction. TIf the utility
files this reduction in conjunction with a price index or pass-
through rate adjustment, separate data shall be filed for the price
index and/or pass-through increase or decrease and the reduction in
the rates due to the amortized rate case expense.

Miscellaneous Service Charges

Currently, the wutility's tariff has no provision for
miscellaneous service charges. Miscellaneous service charges are
designed to provide revenues to a utility for services cother than
the direct provision of potable water and wastewater collection and
treatment. These fees are designed to more accurately defray the
costs associated with each service and place the responsibility for
the cost on the persons creating it rather than the ratepaying body
as a whole. The four types of miscellaneous service charges are as
follows:

Initial Connection: This charge is to be levied for service
initiation at a location where service did not exist previously.

Normal Reconnection: This charge is to be levied for transfer
of service to a new customer account at a previously served
location, or reconnection of service subsequent to a customer
requested disconnection.
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Violation Reconnection: This charge is to be levied prior to
reconnection of an existing customer after disconnection of service
for cause according to Rule 25-30.320(2), Florida Administrative
Code, including a delinguency in bill payment. (Actual cost is
limited to direct labor and equipment rental.)

: Premises Visit Charge (in lieu of disconnection): This charge
is to be levied when a service representative visits a premises for
the purpose of discontinuing service for nonpayment of a due and
collectible bill and does not discontinue service because the
customer pays the service representative or otherwise makes
satisfactory arrangements to pay the bill.

We approve the following miscellanecus service charges as
being appropriate.
WATER WASTEWATER

Initial Connection: $ 15.00 $ 15.00
Normal Reconnection $ 15.00 $ 15.00
Violation Reccnnection : $ 15.00 Actual Cost(l)
Premises Visit (in lieu of

disconnection) $ 10.00 $ 10.00

(1) Actual cost for a wastewater vioclation reconnection
is limited to materials and equipment rental.

When both water and wastewater services are provided, only a
single charge is appropriate unless circumstances beyond the
control of the utility require multiple actions.

Service Availability Charges

The utility's tariff does not include any service availability
charges. However, in 1989 the utility collected an impact fee of
$2,085. While this was not an authorized charge, we believe that
it is beneficial to the contribution level of the utility and
should not be refunded. However, the utility is admonished to
collect only those charges approved in the tariff.

Rule 25-30.580, Florida Administrative Code states that:

(1) A utility's service availability policy shall be
designed in accordance with the following guidelines:
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(2) The maximum amount of contributions-in-aid-of-
construction, net of amortization, should not
exceed 75 percent of the total original cost,
net of accumulated depreciation, of the
utility's facilities and plant when the
facilities and plant are at their designed
capacity; and

(b} The minimum amount of contributions-in-aid-of-
construction should not be less than the
percentage of such facilities and plant that
is represented by the water transmission and
distribution and sewage collection systems.

We estimate that the utility will add approximately 57
additional customers and that it will take 11 years before the
system is built out. Considered along with the current
depreciation rate cf 3.26 percent for the water system, we believe
the guidelines in the rule would require a water charge within the
range of $28 to $210. Because the maximum is a relatively low

charge, it is hereby approved as the water service availability
charge.

Considering the same facts and a composite depreciation rate
of 3.70 percent for the wastewater system, the rule would require
a wastewater charge within the range of $677 to $2,854. This range
is unusually high because of the high cost of the pro forma plant
and land that the utility is required to add. If the maximum
charge is approved, it would in effect be making all new customers
pay 75 percent of not only their share of the new construction, but
75 percent of the current customers' share of the new construction.
This is not reasonable. It is more appropriate for future
customers to pay their share of the construction and for the
current customers to pay for their share through rates.

Based on charges for similar utilities, we find that a service
availability charge of $1,200 for wastewater is appropriate. That

charge places the utility at a 30 percent contribution level at
build-out.
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ESCRCW ACCOUNT - PLANT AND PENALTY

We have held that the portion of the increase related to the
pro forma plant and the penalty be placed in escrow until the
construction is complete and our final review of the quality of
service is complete. The portion of rates which relates to the pro
forma plant is $.17 for the water gallonage charge or $.99 of the
water flat rate. The wastewater portion related to the pro forma
plant is $1.65 of the gallonage charge, or $2.%0 of the flat rate.
The portion of the rates which relates to the proposed penalty is
$.15 for the water gallonage charge and $.90 for the water flat
rate. The wastewater portion related to the proposed penalty is
$.15 for the wastewater gallonage charge and $.90 for the
wastewater flat rate. Therefore, we find that a total of $.32 of
the water gallonage charge, or $1.8%9 of the water flat rate be
escrowed and a total of $1.80 of the wastewater gallonage charge,
or $10.80 of the wastewater flat rate be escrowed to accumulate the
proper sums as required.

RATES TN THE £cboW T OFig

;Yo W

This Order proposes an inc:ﬂm’ %;z 3 stewater rates.

A timely protest could delay whi * 10.29 rate increase,

pending a formal hearing and fii ) e, resulting in
an unrecoverable loss of revemé&al: ° 0.7 U
g LS 2

Accordingly, in the event filed by anyone

other than the utility, we authorize the utility to collect the
rates approved herein, subject to refund, provided that the utility
furnishes security for such a potential refund. - The security
should be in the form of a bond or letter of credit in the amount
of $40,000. Alternatively, the utility may establish an escrow
account with an independent financial institution pursuant to a
written agreement. If this alternative is chosen, all revenue
collected under the rate increase will be subject to the escrow.
Any withdrawals of funds from the escrow account shall be subject
to the written approval of the Commission through the Director of
Records and Reporting. Should any refund ultimately be required,
it shall be paid with interest calculated pursuant to Rule
25-30.360(4), Florida Administrative Code.

In addition, Shady Oaks shall file reports with the Divisicn
of Records and Reporting no later than the twentieth day following
the monthly billings, after the increased rates are in effect,
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}ndicating the amount of revenue collected under the implemented
rates. Shady Oaks must also keep an account of all monies received
by reason of the increase authorized herein, specifying by whom and
in whose behalf such monies were paid.

EFFECTIVE DATE QF RATES AND CHARGES

The approved flat rates shall be effective for service
rendered on or after the stamped approval date on the revised
tariff pages provided the utility has provided its customers with
a written notice explaining the new rates. The approved flat rates
shall be discontinued as scon as the utility has installed meters
for each of its customers or at the end of six months following the
effective date of this Order, whichever comes first. The utility
shall then file revised tariff pages to reflect the base facility/
gallonage charge rates approved herein. These rates shall be
effective for meter readings taken on or after 30 days after the
stamped approval date on the revised tariff pages. All customers
not then having a functioning water meter properly installed at the
service site shall be charged only the base facility charge with no
gallonage charge. Each such customer shall be regquired to pay the
gallonage charge only after the utility properly installs the
customer's water meter. '

The service availability charges approved herein shall be
effective for connections on or after the stamped approval date con
the revised tariff pages. Miscellaneous service charges will be
effective for service rendered on or after the stamped approval
date on the revised tariff pages.

The revised tariff pages will be approved upon staff's
verification that the tariffs are consistent with the Commission's
decision, that the proposed customer notice is adequate, and that
the required security, if needed, has been provided.

Based on the foregeoing, it is, therefore,

ORDERED by the Florida Public Service Commission that the
application of Shady O©Oaks Mobile-Modular Estates, Inc. for an
increase in its water and wastewater rates in Pasco County is
approved to the extent set forth in the body of this Order. It is
further
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ORDERED that each of the findings made in the body. of this
order is hereby approved in every respect. It is further

ORDERED that all matters contained 'in the body of this Order
and in the schedules attached hereto are by reference incorporated
herein. It is further

ORDERED that the provisions of this Order issued as proposed
agency action shall become final, unless an appropriate petition in
the form provided by Rule 25-~22.029, Florida Administrative Code,
is received by the Director, Division of Records and Reporting at
his office at 101 East Gaines Street, Tallahassee, Florida 32399-
0870, by the date set forth in the Notice of Further Proceedings
below. It is further

' ORDERED that Shady Oaks Mobile-Modular Estates, Inc. shall,
within sixty (60) days after the effective date of this Order, file

with the Commission a request for acknowledgement of a name change
and restructure. It is further

ORDERED that Shady Oaks Mobile-Modular Estates, Inc. is
authorized, subject to stated prerequisites, to charge the new
rates and charges set forth in the body of this Order. It is
further '

ORDERED that the flat rates approved herein shall be effective
for service rendered after the stamped approval date on the revised
tariff pages. It is further

ORDERED that the metered rates approved herein shall be
effective for meter readings taken on and after thirty (30) days

after the stamped approval date of the revised tariff pages. It is
further -

ORDERED that the miscellaneous service charges approved herein
shall be effective for services rendered on or after the stamped
approval date on the revised tariff pages. It is further

ORDERED that the service availability charges approved herein
shall be effective for connections made on or after the stamped
approval date on the revised tariff pages. It is further
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ORDERED that prior to its implementation of the rates approved
herein, Shady Oaks Mobile-Mcdular Estates, Inc. shall submit and
have approved revised tariff pages and a proposed notice to its
customers of the increased rates and charges and the reasons
therefor. The revised tariff pages will be approved upon Staff's
verification that they are consistent with our decisions herein and
that the protest period has expired. The proposed customer notice
will be approved upon Staff's determination of its adequacy. It is
further

ORDERED that if at six months after the effective date of this
Order, Shady Caks Mcbile-Mcdular Estates, Inc. has not expended at
least 85 percent of the increase approved herein for maintenance,
it shall then submit a written schedule to the Commission to show
what monthly maintenance schedule will be adopted along with a
statement o©of the reasons such funds were not expended for
preventative maintenance. It is further

ORDERED that sShady Oaks Mobile-Modular Estates, Inc. shall
establish an escrow account with an independent financial
institution, pursuant to a written agreement, to escrow the fine
imposed and to escrow the maintenance allowance as set out in the
body of this Order. It is further

ORDERED that in the event of a protest by any substantially
affected person other than Shady Oaks Mobile-Modular Estates, Inc.,
the utility, is authorized to collect the rates approved herein on
a temporary basis, subject to refund in accordance with Rule 25-
30.360, Florida Administrative Cede, provided that Shady Oaks
Mobile-Modular Estates, Inc., has established the required security
for any potential refund and provided that it has submitted and
staff has approved revised tariff pages and a proposed customer
notice. It is further

ORDERED that after the expiration of the protest period, this
Oorder shall become final if no timely protest is filed. It is
further

ORDERED that this docket will not be closed, but will remain
open until the contingencies specified in this Order have been
accomplished.
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By ORDER of the Florida Public Service Commission this g:h
day of FEBRUARY . 1991 c

LA

STEVE TRIBBLE/ Ditector
Division of RecCords and Reporting

(SEAL)

TCP
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NOTICE OF FURTHER PROCEEDINGS OR JUDICIAL REVIEW

The Florida Public Service Commission is required by Section
120.59(4), 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.

As identified in the body of this order, our actions other
than granting of temporary rates in the event of a protest, are
preliminary in nature and will not become effective or final,
except as provided by Rule 25-22.029, Florida Administrative Code.
Any person whose substantial interests are affected by the action
proposed by this order may file a petition for a formal proceeding,
as provided by Rule 25-22.029(4), Florida Administrative Code, in
the form provided by Rule 25-22.036(7){(a) and (f), Florida
Administrative Code. This petition must be received by the
Director, Division of Records and Reporting at his office at 101
East Gaines Street, Tallahassee, Florida 32399-0870, by the close
of business on _ March 1, 1981 . In the absence of
such a petition, this order shall become effective on the date
subsequent to the above date as provided by Rule 25-22.029(86),
Florida Administrative Code.

Any objection or protest filed in this docket before the
issuance date of this order is considered abandoned unless it
satisfies the foregoing conditions and is renewed within the
specified protest period.

If the relevant portion of this order becomes final and
effective on the date described above, any party adversely affected
may request judicial review by the Florida Supreme Court in the
case of an electric, gas or telephone utility or by the First
District Court of Appeal in the case of a water or sewer utility by
filing a notice of appeal with the Director, Division of Records
and Reporting 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 .cf the effective date 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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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
Records and Reporting 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 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 or sewer
utility by filing a notice of appeal with the Director, Division of
Records and Reporting 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 2.900(a),
Florida Rules of Appellate Procedure.
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SCHEDULE NO. 1
(A) (8) (c) (D} (C}
AVERAGE ADJUSTMENTS
TEST YEAR 70 THE ADJUSTED PRO FORMA PRO FORMA
COMPONENT PER UTILITY TEST YEAR TEST YEAR ADJUSTHENTS TEST YEAR
i
z -
3 UTILITY PLANT [N SERVICE s 13,888 3 23,984 ¢ 37.872 § 18,500 $ 56,372
4 LAND ] 730 730 730
5 C.W.1.P. 0 0 ] )
B NON-USED AND USEFUL COMPONENTS 0 v} 0 0
7 C.1.A.C. 0 (26.103) {26,103} (26.,103)
8 ACCUMULATED DEPRECIATION {11.599) 2,683 {8,936) (1,092) {10,028)
9 AMORTIZATION OF C.I1.A.C. ) 5,865 5,665 5.865
10 ADVANCES FOR CONSTRUCTION ] ] ¢ ]
11 WORKING CAPITAL ALLOWANCE ] 3,176 3,176 3,176
te mmmmmeeeee- -—- - - mmem mmmmememeeo
13 RATE BASE 3 2.289 § 10,115 § 12,404 3 17,408 § 29.812
14 ==== = =| EEERETEESs
15
(A) (8) {C) (0) {C)
AVERAGE ADJUSTMENTS
TEST YEAR TO THE ADJUSTED PRO FORMA PRO FORMA
COMPONENT PER UTILITY TEST YEAR TEST YEAR ADJUSTHENTS TEST YEAR
1
2
3 UTILITY PLANT [N SERVICE $ 45,632 % 57,814 3§ 103,548 § 127,265 3 230,811
4 LAND Q 3,066 3,086 50,841 53,307
5 C.W.1.P. 0 ] 0 Q
B NON-USED AND USEFUL COMPORENTS ] 0 0 0
7 C.1.A.C. ] (58.956) (58,956) {58,956}
8 ACCUMULATED DEPRECIATION (32.275) 13,717) {35.992) (4.709) {40,701)
9 AMDRTIZATION OF C.1.A.C. 0 15,483 15.483 15,483
10 ADVANCES FOR CONSTRUCTION 0 0 0 0
11 WORKING CAPITAL ALLOWANCE ] 3,613 3,613 3,613
2 owmoooowe oooooooooeo it I T e T
13 RATE BASE b 13,357 § 17,403 3§ 30,760 % 173,397 3 204,157

=
™

]
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ADJUSTMENT _ WATER  SEWER

2 _______________________

3 1. To adjust the utility's balance to the

4 original cost estimate. $ (2,300} § 10,785
5 .

5 2. To include Phase 2 line additions. 25,060 47,129
7

8 3. To record installation of master meter. 1,300

]

10 4. To reflect replacement of pump in 1989, {151} 0
11

12 5. To reflect the average test year balance. 75

13 e e
14 TOTAL ADJUSTHENTS TO UTILITY PLANT $ 23.984 § 57,914
15 ==  ==z=

16

17 LAND

18 ----

19 1. To include land based on the original

20 purchase price. $ 730§ 3.066
21 mRzszzsss
22

23 CONTRIBUTIONS-IN-AID-OF-CONTRUCTIQN

24 ~mmmmem e s e m e

25 1. To reflect cash contribution shown on the

25 tax return. $ (1.043) §  (1,042)
27 '

28 2. To reflect lines imputed based on tax

29 return plant balance {1971-1972). 0 {10,785)
30 :

K} 3. To include Phase 2 lines not reflected ’

k¥4 on tax return. (25,060) {47,129}
33 B R
34 TOTAL ADJUSTHMENTS TO CIAC $ (26.103) § {S8,956)
35 = S —
36

37 ACCUMULATED DEPRECIATION

K B e LR P L

38 1. To adjust accumylated depreciation
40 using the adjusted balance of U.P.1.5.
41 and a 2.5% composite depreciation rate. $ 2,191 § (5.011)
42

43 Z. To reflect the average test year balance. 472 1.294
4  emmemmams | mmmemeeaa
45 TOTAL ADJUSTMENTS TO ACCUMULATED DEPRECIATION $ 2,863 § {3.17)

45 e
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24
25
25
27
28

30
31
3z
3
3¢
35
36
37
38
9
a0
41
2
43
44
45

SCHEDULE 1-A

ADJUSTMENT

1. Ta ref}
the a
ard a
2. Ta refl

TOTAL ADJUSTH

ect accumulated amortization on
djusted balance of CIAC

2.5% composite depreciation rate.

ect the average test year palance.

ENTS TO AMORYIZATION OF CIAC

WORKING CAPITAL ALLOWANCE

-------- o ————— e

1. To record the working capital allaowance

uysing the

PRO FORMA PLANT

1. To include projected cost of percolation pond.

2. To incl

3. To incl
for t

formula method.

ude estimated cost of meters.

ude the engineering costs spent
he perc pond design.

TOTAL ADJUSTHENTS TO PRO FORMA PLANT

PRO FORMA tAND

1. To incl

tand required for the new percolation pond.

ude the current cost of the

2. To retire the original cost of the land for the
old percolation pond.

TOTAL ADJUSTHENTS TO PRD FORMA LAKD

PRO FORMA ACCUMULATED DEPRECIATION

1. To incl

- o e e it

ude one year's depreciation on

pro forma plant.

PAGE 2 OF 2

WATER SEVER

$  5.981 § 16,220
(326} {737}

$  5.665 § 15,483
s 3.176 §  3.813
s 0 $ 125,000
18.500 0
0 2,265

$ 18,500 § 127,265
$ 0§ 52300
o (1,460}

$ 0 50,841
$ (1,092) § [4,709)

EXHIBIT FJL-2
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COMPONENT

LONG-TERM DEBT
SHORT-TERH DEBT
CUSTOMER DEPOSITS
COMMON EQUITY

118

DEFERRED IMCOME TAXES
QOTHER CAPITAL

T10TAL

AVERAGE
TEST YEAR

-----------

171,157
1,121

172,278

COMM15ST0H
ADJUSTED
TEST YEAR

COMM1SSION
ADJUSTMENTS

171,157
1,121
v

233,242 233,242

233,242

405,520

SCHEDULE NO, 2

PRO RATA ADJUSTED

ADJUSTMENTS  BALANCE VEIGHT
(72,406) 98,751 42.21%
(474) 647 0.28%
0 0 0.00%
(98,471) 134,571 57.52%
0 0 0.00%
) 0 0.00%
0 0 0.00%
(171,551) 233,969 100.00%
ARNEXCEAEER ERRENEXRERN EARRBERRERN

RANGE OF REASONABLENESS:

EQUITY

OVERALL RATE OF RETURH

COST

11.55%
16.80%
0.00%
12.49%
0.00%
0.00%
0.00X

13.49%

12.68%

EESEIRRLIT

WEIGHTED
cost

.........

4.87%
0.05%
0.00%
7.18%
| 0.00%
0.00%
0,00%

sssatenun

12.10%

XRENESRARE

11.49%

E2RIRCTITN

- 11.53%

6 ZOVd
"ON LIXD0J

"ON ¥HEJYEO

SM-S20006
¥80%¢

ph Jo g °8ed

z-71rd LI9IHXE
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SCHEDULE NO. 3
(a) (e} (c) (o) (£)
AVERAGE ADJUSTHENTS
TEST YEAR 0 THE ADJUSTED CONSTRUCTED  CONSTRUCTED
DESCRIPTION PER UTILITY TEST YEAR TEST YEAR ADJUSTMENTS TEST YEAR
1
Z
3 OPERATING REVENUES b3 27,750 § H 27,750 % 4,889 § 32,839
4 OPERATING EXPENSES: = =wmeemo—eee == ~=  mmm=eoremms esseeeesecs seememeae
5 ° DPERATION & MAINTENANCE b3 17,268 3 8,140 § 25,408 $ 1 25,408
6 DEPRECIATION 0 1.533 1.533 1,533
7 AMORTIZATION 0 g 0 0
8 TAXES OTHER THAN INCOME 0 1,870 1,870 220 2,090
9 INCOME TAXES 0 0 0 o 0
140 < amwwmmeemas.  mecacsmeme®  smem e eammmw e ecmmmmae——=  smme—mumm——-
11 TOTAL OQPERATING EXPENSES 3 17,268 11,543 § 28,811 § 220 3§ 25,031
w’?  CoTTTnooD REnonoo CoomeoooooD | eaoToToTRen | ODooRSe0Tos
13 GPERATING INCOME 3 10.482 § (11.543) § (1,081} § 4,668 3§ 3.608
14 =======zz=== ot 2 EEcso=z=sssx =====s=====
15 RATE OF RETURR 457.93% -8.55% 12.10%
16 zzazamasz== ss=s==zz=sS=3 Fu===cazzes
17
{A) (B} ( (o) (£)
AVERAGE ADJUSTHENTS
TEST YEAR T0 THE ADJUSTED CONSTRUCTED  CONSTRUCTED
DESCRIPTION PER UTILITY TEST YEAR TEST YEAR ADJUSTHMENTS TEST YEAR
1
2
3 OPERATING REVERUES b1 27,750 § 3 27,750 § 35,029 % 62,779
4 OPERATING EXPENSES: — =--=m-sseo—e ssecccwcoon mmsscoeo-es meooooooooo eesoseoeoo-
5 OPERATICN & MAINTERANCE $ 18,022 § 10.883 3% z8,905 § s 28,9065
& DEPRECIATION @ 6,233 6,232 6.233
7 AMORTIZATION 0 {2,388) {2,386) {2.386)
8 TAXES OYHER THAN IHCOME o 3.742 3,742 1,576 5,318
9 INCOME TAXES a 0 0 0 0
10 e s emmtomoo | Sccemmossen | Coemmsceees
11 TOTAL OPERATING EXPENSES $ 18,022 3 = 18,472 § 36.494 3 1,576 § 38,070
12 mmmmmmmmem smememiee smemmmemes oo e
13 OPERATING INCOME $ 9.728 § (18,472) § (8,744} 3 33,453 § 24,709
14 sx==sERISE= EEEESEEESSE
15 RATE OF RETURN Q.00% -28.43% 12.10%

16

sxzITenIoT=

REIRTSRTTTI
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SCHEDULE 3-A

» PAGE 1 QF 3
ADJUSTHENT . WATER " SEWER
1 QPERATION AND MATNTENANCE
z _________________________
3 1. To estimate the salary for the secretary. $ 1,800 § 1.800
4
5 2. To estimate the salary for the president. 3,000 3,000
6 -
7 3. To allow additional expense for meter reading. 1,200
8 i ’ ’
9 4. Ta recognize the increased cost of
10 hospitalizaticn insurance. 2,254 2.254
il
12 5. To remove 75% of medical costs
13 to match benefits to utility work-hours. {3,050) {3,050)
14
15 6. To reduce the purchased power expense
18 to the staff engineger's estimate. (3.302) 0
17
18 7. To adjust materials and suppiies expense
19 to properly accrue -expenses. ' 5 1]
20
21 8. To accrue an accounting services invoice. 57 57
22
23 9. Ta remove four invoices for services
24 in a prior period. {225) (273)
25
25 10. To remove costs to settle bankruptcy. {1.000) (1,000}
27
28 11. To remove non-expense items - perc pond
29 engineering costs and debt/interest payments. (530} {2.171)
30 .
31 12. To recognize the projected increase in the contrac-
3z tual services rate and accrue the yearly éxpense 167 1,042
33
34 13. To accrue rental expense for the office, 975 875
35 o o«
36 14. To allacate a portion af the auto repairs
37 to the mobile home park. (155) {168)
38
19 15. To adjust automobile insurance. (448} (446)
40
4] 16. To include liability insurance. 144 198
42
43 17. To remove out of period reg. comm. exp. (1,770) (1,770}
44
45
46
47
48
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SCHEDULE 3-A
PAGE 2 OF 3 -
ADJUSTHENT WATER SEWER
1 OPERATION AND MAINTENANCE (CONT D)
N NS
3 18. To amortize the filing fee over four years. {112) (112}
4 . .
5 19. To remove fines and penalties. {950} {900}
5
7 20. To increase expenses to allow additional
a amounts for preventative maintenance. 8,954 8,500
9
10 21. To allow mowing costs for the percolation pond. 2,925
1
12 22. To remove telephone expense
13 related to prior peried. : {35) (386)
I4
15 23. To ailow postage for mailing bills. 555
s messses=s weees T
17 TOTAL ADJUSTMENTS TO OPERATION
18 AND MAINTENANCE 5 8,140 § 10,883
19 ==
20
21 DEPRECIATION
22 ———mmmmm—me
23 1. To reflect depreciatiocn expense
24 on test year plant. $ 1,232 § 3,705
25
26 2. To reflect amaortization
27 on test year CIAC. (791) (2,181}
28
28 3. TJo include depreciation expense
30 on pro forma plant. 1,092 4,709
31 oo
32 TOTAL ADJUSTMENTS TO DEPRECIATION 3 1,533 § 6,233
33 SRurEST== ===
34
35 AMORTIZATION
36 -
37 1. To amartize the gain on the retiremnet

38 * of the old percolation pond land. 1 0 § (2.386)

as SzmaF=S
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ADJUSTHMENT
1 TAXES CTHER THAN 1NCOME
2 _______________________
3 1. To refiect regulatory assessment
4 fees on test year revenues.
5
6 2. To inciude tangible property tax.
7
8 3. To include real estate taxes
9 on utility plant sites.
10
11 4. To include real estate taxes on the
12 pro forma land.
13 .
14 5. To include federal and stzte unemployment taxes
15 on salaries.
16
17 6. To include FICA taxes cn salaries.
18
19 TOTAL ADJUSTMENTS TO TAXES OTHER THAN ENCOME
20
21 ‘
22 QPERATING REVENUES
23 —mmmmmwm e
24 To reflect recommended increzse (decrease)
25 to allow a fair rate of return.
26
27
28 TAXES QTHER THAN INCOME
29
30 To reflect regulatory assessment
31 fees on revenue change.

32

SCHEDULE 3-A
PAGE 3 OF 3

WATER SEWER

3 1,248 3§ 1,249

34 253
14 53
0 1,772
54 43
453 367

3 220 § 1,576

EXHIBIT FJL-2
Page 43 of 44
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O 00~ N W & Lo N

20

ACCOUNT TITLE

SALARIES AND WAGES - EMPLOYEES
SALARIES AND WAGES - OFFICERS
EMPLOYEE PENSTONS & BENEFITS
PURCHASED POVER

CHEMICALS

MATERTALS AND SUPPLIES
CONTRACTUAL SERVICES

RENTS

TRANSPORTATION EXPENSES
INSURANCE

REGULATORY COMMISSION EXPENSE’
OTHER REGULATORY EXPENSE
MISCELLANEQUS EXPENSES

QFFICE SUPPLIES & EXPENSE

TOTAL

SEWER QPERATION & MAINTENANCE EXPENSES

ACCOUNT TITLE

SALARIES AND WAGES - EMPLOYEES
SALARIES AND WAGES - QFFICERS
EHPLOYEE PENSIONS & BENEFITS
SLUDGE REMOVAL EXPENSE
PURCHASED POWER

CHEMICALS

MATERIALS AND SUPPLIES
CONTRACTUAL SERVICES

RENTS

TRANSPORTATION EXPENSES
INSURANCE

REGULATORY COMMISSION EXPENSE
OTHER REGULATORY EXPENSE
MISCELLANEQUS EXPENSES

QFFICE SUPPLIES & EXPENSE

TOTAL OPERATION AND MATNTEMANCE

H

H

H

SCHEDULE NO.

EXHIBIT FJL-2
Page 44 of 44

4

{A) {8} {c) (D) (E)
UTILITY  ADJUSTHENTS
BALANCE TO THE ADJUSTEG ~ PRO FORMA  PRO FORMA
PER BOOKS  TEST YEAR  TEST YEAR  ADJUSTMENTS TEST YEAR
------------------- ——— - '—‘/—",".-!A-A_‘-_-
0 S 1.800 §  1.800 § S 0 1
0 4,200 4,200 0 ‘2,200
2,103 {798) 1.307 0 1.307
4,032 {3.302) 730 0 730
0 145 145 0 145
1.040 8,963 10,003 0 10,003
4,347 (1.130) 3,217 0 3,217
S a75 575 0 975
2,042 (776) 1.266 0 1,266
0 329 329 0 329
1,920 {1,882) 38 0 38
950 (950) 0 0 o
151 0 151 ) 151
683 564 1,247 0 1,247
17,268 § 5,140 § 25,408 § 0 §  25.408
{A) (8) (9 (D) (£}
UTILITY  ADJUSTMENTS
BALANCE 70 THE ADJUSTED  PRO FORMA  PRO FORMA
PER BOOKS TEST YEAR  TEST YEAR  ADJUSTMENTS TEST YEAR
0§ 1,800 $ 1,800 $ o s 1m0
0 3,000 3.000 o . 3,000
- 2,103 {796) 1.307 0 17307
0 320 320 0 320
2,457 0 2,457 0 2.457
0 161 161 0 161
286 8,560 8,845 0 8,848
7.391 97 7,488 0 7.488
0 975 975 0 975
2.040 (799} 1.241 (¢ 1,241
0 383 383 0 383
1,920 {1.882) 38 ] 38
900 (900) Q 0 0
198 0 198 0 198
727 {386} 691 0 691 )
18,022 $ 10.883 § 28,905 § 0 $ 28905

—
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ON BEHALF OF THE STAFF
OF THE FLORIDA PUBLIC SERVICE COMMISSION
DIVISION OF WATER AND WASTEWATER

DESCRIPTION
ORDER NO. 25296, ISSUED NOVEMBER 4, 1991
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Application for staff- ) DOCKET NO. 900025-WS
assisted rate case in Pasco County ) ORDER No. 232
by SHADY OAKS MOBILE-MODULAR } ISSUED: 11/
ESTATES, INC. )

‘ )

The following Commissioners participated in the disposition of
this matter:

THOMAS M. BEARD, Chairman
SUSAN F. CLARK
J. TERRY DEASON
BETTY EASLEY

ORDER DETERMINING NONCOMPLIANCE WITH
PRIOCR COMMISSION ORDER AND APPROVING
TEMPORARY RATES IN EVENT OF PROTEST

AND

NOTICE OF PROPOSED AGENCY ACTION ORDER
APPROVING CHANGE IN RATES AND RATE STRUCTURE

BY THE COMMISSION:

NOTICE 1is hereby given by the - Florida Public Service
Commission that the action discussed herein regarding changing
rates and rate structure is preliminary in nature and will become
final unless a person whose interests are adversely affected files

a petition for a formal proceeding, pursuant to Rule 25-22.029,
Florida Administrative Code.

Case Background

Shady Oaks Mobile-Modular Estates, Inc., (Shady ©Oaks or
utility) is a class "C" water and wastewater utility serving a 242
lot mobile-modular home park located in Pasco County, south of the
City of Zephyrhills. By resolution of the Pasco County Commission,
the provisions of Chapter 367, Florida Statutes, became effective
in Pasco County as of July 11, 1972. By Order No. 14540, issued
July 8, 1985, this Commission found that Shady Oaks was subject to
Commission jurlsdlctlon.

LCoUMENT BUMBER-DATE
19955 KiyY -4 69
SFIS-RECORTS/REPTR
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on January 10, 1990, Shady Oaks applied for the instant staff-
assisted rate case. On February 8, 1991, this Commission issued
proposed agency action (PAA) Order No. 24084, wherein we approved
a rate increase for Shady Caks. In that Order, we also reguired
Shady Oaks to do the following: file a request for acknowledgement
0of a restructure and a name change, improve 1its unsatisfactory
quality of service, expend 85% of the allowance for preventive
maintenance on systems maintenance or provide written explanation
for not doing so, provide a detailed record of maintenance
expenditures, install meters for all of its customers, and escrow
a certain portion of the approved monthly rates to account for a
fine and proforma plant allowances. The primary purpose of this
Crder is to evaluate Shady Oaks' compliance with Order No. 24084.

On March 1, 1991, several utility customers filed a timely
protest to Order No. 24084, In their protest, the customers
objected to the location of percolation pond proposed by the
utility. Because we have ne jurisdiction to dictate the location
of the proposed percolation pond, by Order No. 24409, issued April
22, 1991, we dismissed the protest and revived Order No. 24084,
making it final and effective.

After the new rates became effective, the homeocwners in the
Shady Oaks park, on June 21, 1991, filed suit against Shady Oaks in
Circuit Court attacking, among other things, the increased water
and wastewater rates approved by this Commission. Each deed
whereby the developer (Shady Oaks) transferred property in the
Shady Oaks mobile home park to a buyer contained a covenant which
requires Shady Oaks to provide certain services at a fixed annual
cost. The listed services include water and wastewater service.
In Order No. 14540, whereby we certificated Shady Oaks, we noted a
1982 decision of the Circuit Court for the Sixth Judicial Circuit
in and for Pasco County which upheld the restrictive covenants
included in the deeds. Shady Oaks did not request new rates upon
certification, and we decided that the utility should continue
billing its customers the rate established in the deed
restrictions.

On June 24, 1991, Circuit Court Judge Lynn Tepper granted the
homeowner 's request for an emergency temporary injunction enjoining
Shady Oaks from charging or attempting to ¢ollect the Commissicn-
approved rates. 1In addition, on July 5, 1991, the Circuit Court
issued an order requiring Shady Oaks to show cause why it should
not be found in contempt for violating the 1982 Court Judgment.
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This order alsco enjoined the utility from collecting the
Commission-approved rates and ordered that the monthly service fee
paid by the homeowners be deposited into the registry of the Clerk
of the Court. In August, both injunctions were lifted, and the
utility was able to begin collecting the Commission-approved rates;
however, the homeowner's lawsuit is still pending.

During the time that the injunction was in effect, Shady Oaks
was unable to pay its electric bills for May and June, .1991. On
July 25, 1991, +the Withlacoochee River Electric Cooperative
discontinued electric service to the utility. All of the pertinent
governmental agencies, including this Commission, were given prior
notice. The Shady ©Oaks homeowners were without water and
wastewater service when electric service was discontinued. In
order to get service restored, the homeowners proposed paying the
utility's electric bill. With no opposition from the utility or
the Commission, the Circuit Court issued an order which allowed the
homeowners to pay the electric bill, provided that payment would be
credited to the homeowner's water and wastewater bills. The
homeowners paid the electric bill, and Shady Oaks' power was
restored.

In leoking at all of the circumstances surrounding this case,
we note two other relevant factors. First, on March 13, 1991,
Shady Oaks' owners, Mr. Richard D. Sims and his wife Caroline S.
Sims, filed for personal bankruptcy under Chapter 13 with the
United States Bankruptcy Court for the Middle District of Florida,
Tampa Division. Secondly, on July 8, 1991, the Circuit Court
issued an order approving the stipulation of the parties in an
action initiated by the Florida Department of Environmental
Regulation (DER) against Shady Oaks. In the approved stipulation,
Shady Oaks agreed to remove its wastewater treatment plant and to
divert all flows to Pasco County's wastewater collection system
within six months.

Noncompliance With Order No. 24084

Name Change

In August, 1990, Shady Oaks transferred the title of the
utility land from the Shady Oaks corporation to its owners
individually. Shady Oaks undertook this transfer without the prior
approval of the Commission. As stated earlier, in Ordexr No. 24084
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- we ordered Shady Oaks to file a request for acknowledgement of a
name change and restructure within sixty days.

On March 17, 1991, we received a letter from the utility
herein 1t reguested official recognition of the utility's new
name, S & D Utility (S & D). ©On April 1, 1991, we wrote the
utility that the name change could not be recognized until we
received evidence that utility land and assets had been properly
transferred to S & D and that S & D had been properly registered as
a fictitious name. The utility submitted evidence that S & D was
registered as a fictitious name; however, it explained that because
of the pending bankruptcy proceeding, title to the utility land and
assets could not yet be transferred to S & D. Subsequently, the
Shady Oaks' owners informed us that under the payment plan entered
into in the bankruptcy B proceeding, they will scon be able to
correct the title to utility land and assets.

In consideration of the foregoing, we hereby reguire Shady
Oaks' owners to submit within sixty days of the date of this Order
evidence that the title to all the utility land and assets has been
corrected.

We are concerned, as are the customers, that the utility has
been billing the customers and operating under the name of S & D,
even though we have not yet officially approved this name.
However, this would appear to be an exceptional case. We believe
that it is only a matter of time before the utility provides-
sufficient information for us to process the name change.
Nonetheless, if for any reason, title to the utility land and
assets cannot be corrected within sixty days, the utility shall
revert to operating under the name currently shown on its
certificate: Shady Oaks Mobile-Modular Estates, Inc.

Escrow Requirement

The utility's new rates under Order No. 24084 became effective
on March 2, 1991. Pursuant to that Order, on March 26, 1991, the
utility began placing a portion of its increased rates into an
escrow account. From March until August, 1991, the utility
escrowed the following amounts: March, $284.18; April, $350.88;
May, $256.38; June, $243.19; July, $61.18; August, $0. The total
amount escrowed was $1,195.381
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The utility did not comply with Order No. 24084, wherein we
required it to escrow $333.34 per month in order to accumulate the
$2,000 fine assessed and the revenues associated with the proforma
plant improvements. We believe that . the utility's failure to
escrow the proper sums was caused by the failure of many Shady
Oaks' customers to pay their water and wastewater bills.

As discussed in the Case Background, the customers filed suit
against the utility regarding the increased water and wastewater
rates. A majority of the customers withheld payment of their
utility bills. As of mid-September, 1991, 98 customers (out of 185
total customers) owed $100 or more and 50 customers owed over $200.
The utility had $21,185 in total receivables. Revenues were also
depleted by some $13,861 because 71 customers had service
discontinued during the summer while they were out of town. By
July, 1991, the utility was receiving so few utility payments, that
it unilaterally decided to discontinue placing money in escrow in
order for it to pay 1its bills.

Although we understand the utility's difficulty in escrowing
the required amount, we admonish it for ceasing to escrow without
our approval. The utility should immediately place enough money in
the escrow account to bring the balance up to the proper level.
Although we will not order the utility to show cause why it should
not be fined for violating a Commission Order at this time, if the
utility does not immediately correct the deficiency or does not
continue placing the appropriate portion of revenues in the escrow
account, we shall take appropriate actioen.

Installation of Water Meters

By Order No. 24084, we required the utility to install water
meters for all its customers. As of mid-September, the utility had

installed 31 of the 185 meters required, and had dug holes for 41
more.

Although not in complete compliance with our Order, Shady
Caks' installation of the 31 meters indicates that it has made an
effort to comply. As indicated above, Shady Oaks has been
receiving less than half the revenues allowed in the rate case.
Considering the insufficient funds on hand to purchase meters, we
believe that the utility has done a reasonable job.
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As noted in the Case Background, the Circuit Court Iifted. its
injunction in August. Our review of the utility's books indicates
that most of the customers have begun ‘paying the. Commission-
approved rate. Indeed, as of mid-September, only twelve active
customers have not made a payment in either August or September.
Although the customers are currently paying their bills, they have
not brought their accounts up-to-date. There is still some dispute
about bills owing from March through July. Now that the utility
appears to be collecting its appropriate level of revenue, we shall
allow the utility another flve months to complete the 1nstallatlon
of the water meters.

ouality of Service

By Order No. 24084, wWe imposed a $2,000 fine against the
utility for its unsatisfactory quality of service, but suspended
the fine for a nine-month period, by the end of which we would
dispose of the fine. With six months passed from the time of Order
No. 24084, we. find that the utility’'s quality of service remains
unsatisfactory.

In September, we conducted a site inspection of the utility
and found that the physical condition of both the water and
wastewater systems had deteriorated. Neither system had a
certified operator for the period of July 12 through August 27,
1991. Virtually no maintenance other than emergency repairs had
been performed on either system.

Very heavy vegetation had grown in and arcund the berms of
the percolation pond causing the ponds to function improperly. In
addition, the wastewater treatment plant equipment looked derelict
and in need of maintenance. The cost of making the necessary
improvements to the wastewater system would be significant.
However, as stated in the Case Background, Shady Czks has agreed to
interconnect with Pasco County. The interconnection is scheduled
to take place in five months. We believe that Shady Oaks should
maintain the system according to DER standards until the
interconnection takes place. We anticipate that the intercon-
nection will cost at least as much as the amount we allowed 1in
Order No. 24084 for a new percolation pond and the associated land.
We shall compare the costs when we reevaluate the quality of
service in five months.
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As for the water system, we are specifically concerned with
the holes in the pump house roof being significantly worse than in
our prior inspection. This c¢ondition 1leaves the equipment
unprotected from the environment and ‘subject to corrosion and
accelerated attrition. :

All of the above conditions are at least partially
attributable to decreased revenues. Now that revenues have
increased, we expect the utility to improve its quality of service
with respect to plant condition; in meeting this goal, the utility
should complete its interconnection W1th Pasco County within the
designated time.

The other aspect of quality of service which has deteriorated
since the issuance of Order No. 24084 is customer relations. On
November 17, 1991, we received a letter from the Shady Oaks
Homeowners Association wherein the customers listed numerous
complaints against the utility. For instance, the customers
complained that when they asked a question of the utility owner, he
would refer them to our staff. Our staff verifies that they have
encountered this situation directly on more than one occasion. 1In
addition, the customers assert that the utility owner is generally
unresponsive, profane, abusive, and insulting.

The customers also complain about the utility's limited and
inconsistent office hours. The office hours change from week to
week, and the customers point out that they are inconvenienced by
having to call the utility just to be told that the office hours
are posted or that the office is currently open. Even when the
office 1is open, the utility owner has refused to accept hand-
delivered payments.

The customers also complain about the utility's billing
format. Prior to the Commission's. approving increased rates, the
utility did not issue bills because utility service was part of the
monthly service fee the customers had to pay. The customers want
the utility's bills to show the previocus balance, payment received,
new charges, and total due. According to Rule 25-30.335, Florida
Administrative Code, each bill need only contain the billing
period, the applicable rate, the amount due, and the delinguent
date. Our rules do not reguire the level of detail requested by
the customers because our rules do not contemplate overdue
balances. Normally, unpaid bills result in disconnection. The
utility may, but is not required to, provide the detail which the
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customers request. Indeed, it may be wise to do so in order to
eliminate customer confusion and unnecessary bill inguiries.

In order to improve its quality of service, the utility must
improve customer relations. Although customer relations is a
somewhat subjective matter, we note several concrete steps the
utility should undertake in this regard. ‘

The utility should keep a complaint log which should list each
customer complaint received and the corrective action taken.
Customer complaints or inquiries should be responded to, if not
resclved, within forty-eight hours. If the problem cannot be
resolved within this time, the customer should be given the
timetable for resolution.

The utility should maintain reasonable and dependable office
hours. Although the expense we allowed in the rate case for the
utility president and secretary was not intended to account fer
office hours only, we expect the utility's office to be open at
least two to three hours, twice a week. The most important aspect
in this case 1is consistency. The wutility should maintain
consistent hours. If the utility officers are not able to be in
the office on a consistent basis, they should consider alternative
staffing.

Finally, the wutility shall stop referring customers to our
staff to solve problems. We recognize that our staff is needed on
occasion to explain Commission rules and procedures; but our staff
should not be relied upon by the utility or its customers as a
substitute for utility management.

Preventative Maintenance

As indicated in the Case Background, 1in Order 24084, we
ordered the utility to spend 85% of the monthly allowance for
preventive maintenance for its stated purpose. We have reviewed
the utility's ‘disbursements for March through August, 1991, and
note the following outlays: March, $193; April, $366; May, $0;
June, $294; July, $0; August, $300. As with its other failures,
the utility's failure here was likely caused by decreased revenues.
The utility shall henceforth comply with this aspect of Order No.
24084. We shall revisit this issue in five months' time.
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Fine Suspension

In Order No. 24084, we imposed a $2,000 fine, but suspended
same for a nine-month period during which we expected the utility
to improve its quality of service. We do not take lightly the
utility's continued unsatisfactory quality of service or its
continued failure to comply with other requirements of our prior
order. However, this is a somewhat exceptional case because of the
decreased revenue situation.

According tc the utility's stipulation with DER, the utility
should complete its interconnection with the Pasco County waste-
water treatment system by January 8, 1592. We will extend our
suspension of the $2,000 fine for forty-five days beyond the
interconnection date, until February 21, 1992, by which time we
will begin our final review of the utility's quality of service.
We remind the utility that it is not relieved of its obligation to
accumulate the fine in escrow as required above and in QOrder No.
24084.

Change jin Rates and Rate Structure

In Order No. 24084, we allowed the utility to charge a flat
rate for the six months which we expected it would take the utility
to install meters for all customers. At the end of six months, the
base facility charge rate structure would become effective and any
customers without water meters would only pay the base facility
charge. In this case, the base facility charge rate structure
became effective automatically on October 1, 1991.

The customers request that the tariff be adjusted so that only
the base charge would be billed to all customers until all water
meters have been installed. The customers state that the utility
is not in such dire straits as it claims to be. In support of
their claim, the customers estimated their payments for January
through December, 1991. The customers' estimate includes monthly
payments for utility services as well as a $25 maintenance fee,
which the Commission does not requlate.

Not considering the $25 maintenance fee, we calculate that for
the six months of March through August, 1991, the customers paid a
total of $28,371. This amount is considerably less than one-half
of the $98,592 annual revenue requirement which we approved 1in

LT PET YT L .
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Order No. 24084. Therefore, we will not adjust the tariff as
requested by the customers, s o e

Because we recognize that the likely . cause of the utility's
failure to install meters was its reduced revenues, we hereby allow
the utility to continue to collect the flat rate set forth in Order
No. 24084 until we reevaluate this case in five months.  The
applicable rate is as follows.

WATER WASTEWATER

Flat Monthly Rate $14.70 $28.28

The approved flat rates shall be effective for service
rendered on or after the stamped approval date on the revised
tariff sheets. The utility shall submit revised tariff sheets
reflecting the approved rates along with a proposed customer notice
listing -the new rates and explaining the reasons therefor. The
revised tariff sheets will be approved upon staff's verification
that the tariffs are consistent with the Commission's decision,
that the proposed customer notice is adeguate, and that the protest
period has expired.

Temporary Rates in the Event of Protest

As discussed above, we are continuing the flat rate structure,
rather than implementing the base facility charge rate structure.
A timely protest could delay what may prove to be a justified
revenue level pending- the completion of a formal hearing and
issuance of a final order, thus resulting in an unrecoverable loss
of revenue to the utility. Therefore, in the event that a timely
protest is filed by anyone other than the utility, we hereby
authorize the utility to collect the rates approved herein, on a
temporary basis, subject to refund. All revenue related to the
difference in the base facility charge rate currently in the tariff
and the flat rate approved above will be escrowed. This amount
shall be escrowed in addition to the funds escrowed pursuant to
Order No. 24084. Any withdrawals of funds from the escrow account
shall be subject to the written approval of the Commissilion through
the Director of Records and Reporting.

Once the temporary rates become effective, the utility shall
deposit the funds to be escrowed into the escrow account within
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seven (7) days of the utility's receipt thereof. The utility must
keep an accurate and detailed account of all monies recelved as a
result of its implementing the temporary rates, specifying by whom
or on whose behalf such amounts were paid. By the twentieth day of
the month for each month that the temporary rates are in effect,
the utility shall file a report showing the amount of revenues
collected pursuant to the implementation of the temporary rates and
the amount of revenues that would have been collected under the
prior rates. Should a refund be required, the refund shall be with
interest and undertaken in accordance with Rule 25-30.360, Florida
Adnministrative Ccde.

The temporary rates shall be effective for service rendered or
after the stamped approval date on the revised tariff sheets. The
utility shall submit revised tariff sheets reflecting the temporary
rates along with a proposed customer notice listing the tenporary
rates and explaining the reasons and conditions for their
implementation. The revised tariff sheets will be approved upon
our staff's verification that the tariff sheets are consistent with
our decision herein. The proposed customer notice will be approved
upon our staff's determination that the notice 1is adequate.

It is, therefore

ORDERED by the Florida Public Service Commission that Shady
Oaks Mobile-Modular Estates, Inc., shall submit within sixty days
of this Orxder all necessary information for changing its
certificated name, including evidence that title to all utility
land and assets has been properly transferred to S & D Utility, or

revert to operating under its currently certificated name. It is
further

ORDERED that Shady Oaks Mobile-Modular Estates, Inc., shall
immediately place in the escrow account established pursuant to
Order No. 24084 all funds required to be deposited in said account
by said Order. It is further

ORDERED that Shady Oaks Mobile-Modular Estates, Inc., shall
within five months of the date of this Order install water meters
for all of its customers. 1t is further

ORDERED that Shady Oaks Mobile-Modular Estates, Inc., shall
within five months of the date of this Order improve its quality of
service and interconnect with the Pasco County wastewater treatment
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system within the time designated therefor and improve it$ customer
relations as set forth herein. It is further

ORDERED that the provisions of this Order regarding a change
in rates and rate structure is issued as propoosed agency acticon and
shall become final, unless an appropriate petition in the form
provided by Rule 25-22.029, Florida Administrative Code, is
received by the Director of the Division of Records and Reporting
at his office at 101 East Gaines Street, Tallahassee, Florida
32399-0870, by the date set forth in the Notice of Further
Proceedings below. It is further

ORDERED that Shady Oaks Mobile-Modular Estates, Inc. is
authorized to charge flat rates as set forth 1in .the body of thls
Order. It is further

ORDERED that the rates approvéd herein shall be effective for
service rendered on or after the stamped approval date on the
revised tariff pages. It is further

ORDERED that prior to its implementation of the rates and
charges approved herein, Shady Oaks Mobile-Modular Estates, Inc.,
shall submit and have approved a proposed notice to its customers
of the increased rates and charges and the reasons therefor. The
notice will be approved upon Staff's verification that it is
consistent with our decision herein. It is further

ORDERED that prior to its implementation of the rates and
charges approved herein, Shady Oaks Mobile-Modular Estates, Inc.,
shall submit and have approved revised tariff pages. The revised
tariff pages will be approved upon Staff's verification that the
pages are consistent with our decision herein and that the protest
periocd has expired. It is further

ORDERED that in the event of a protest by any substantially
-affected person other than the utility, Shady Oaks Mobile-Modular
Estates, Inc., is authorized to collect the rates approved herein
on a temporary basis, subject to refund in accordance with Rule 25—
30.360, Florida Administrative Code, provided that Shady Oaks
Mobile~Modular Estates, Inc., has furnished satisfactory security
for any potential refund and provided that it has submitted and
Staff has approved revised tariff pages and a proposed customer
notice. It is further

+
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ORDERED that this docket shall remain open pending furthar
proceedings.

By ORDER of the Florida Public . Service Commission, this
___ 4th day of NOVEMBER y _19391 .

STEVE TRIBBLE, Director
Division of Records and Reporting

{ SEATL)

MJF - oy~ cm%ammudammm

NOTICE OF FURTHER PROCEEDINGS OR JUDICIAL REVIEW

The Florida Public Service Commission is required by Section
120.59(4), Florida Statutes, to notify parties of any
adninistrative hearing or judicial review of Commission oxrders 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. _

As identified in the body of this order, our action approving
a change in rates and rate structure is preliminary in nature and
will not become effective or final, except as provided by Rule 25-
22.029, Florida Administrative Code. Any person whose substantial
interests are affected by the acticn proposed by this order may
file a petition for a formal proceeding, as provided by Rule 25-
22.029(4), Florida Administrative Code, in the form provided by
Rule 25-22.036(7)(a) and (f), Florida Administrative Code. This
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petition must be received by the Director, Division of Récords and
Reporting at his office at 101 East Gaines Street, Tallahassee,
Florida 32399-0870, by the close of business on

11/25/91 . In the absence of such a petition,
this order shall become effective on the date subsequent to the
above date as provided by Rule 25-22.029(6), Florida Administrative
Code. :

- Any objection or protest filed in this docket before the
issuance date of this order is considered abandoned unless it
satisfies the foregoing conditions and is renewed within the
specified protest period.

If the relevant portion of this order becomes final and
effective on the date described above, any party adversely affected
may request Jjudicial review by the Florida Supreme Court in the
case of an electric, gas or telephone utility or by the First
District Court of Appeal in the case of a water or sewer utility by
filing a notice of appeal with the Director, Division of Records
and Reporting and £iling a copy of the notice of appeal and the
filing fee with the appropriate court. This filing must be
completed within thirty (30) days of the effective date 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.

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
Records and Reporting 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 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 or sewer
utility by filing a notice of appeal with the Director, Division of
Records and Reporting 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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this matter:
THOMAS M. BEARD, Chairman
SUSAN F. CLARK
Jd. TERRY DEASON
BETTY EASLEY
LUIS J. LAUREDC

ORDER.REQUIRING CUSTOMER CREDITS

BY THE COMMISSION:

NOTICE is hereby given by the Florida Public Service
Commission that the action discussed herein ls preliminary in
nature and will become final unless a person whose interests are
adversely affected files a petition for a formal proceeding,
pursuant to Rule 25-22,02%, Florida Administrative Code.

CAS (o]

shady 0Oaks Mobile-Modular Estatea, Inc., (Shady oaks or
utility) is a class "C" water and wastewater utility serving a 242
lot mobile-modular home park located in Pasco County, south of the
City of Zephyrhills. On January 10, 1990, Shady Oaks applied for
the instant staff-assisted rate case. On February 8, 1991, this
commisslon lssued proposed agency action (PAA) Order No. 24084,
wherein we approved a rate Increase for Shady Caks.

After the new rates became effective, the homecwners in the
Shady Oaks park filed sult against Shady oOaks in Circuit court
complaining of, among other things, the increased water and
wastewvater rates approved by thls Commisslon. ‘the deeds whereby
the developer (Shady Oaks) transferred property in the Shady Oaks
mobile home park to a buyer covenanted that Shady Oaks would
provide certain services, including water and wastewater service,
at a fixed annual cost; the homeowners sought to have the Court
enforc¢e the covenant.

DOCUMENT RUMIER-DATE
04838 MAYL1L 1312
FPSC~RECORGS/REPORTY: ..
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on June 24, 1991, Clrecuit Court Judge Lynn Tepper granted the
homeowners' request for an emergency temporary injunction enjeining
shady Oaks from charging or attempting te collect the Commission-
approved rates, In addition, on July 5, 1991, the Circuit Court
isstted an order requiring Shady Oaks to show cause why it should
not be found in centempt for viclating a 1983 Court Judgment
upholding the restrictions. This latter order alsc enjoined the
utility from collecting the Commission-approved rates and ordered
that the monthly service fee paid by the homeowners be deposited
into the registry of the Clark of the Court. In August, 1991, both
injunctions were 1ifted, and the utility was able to begin
collecting the Commission-approved rates; however, the homeowners'
lawsuit is still pending.

CUSTO CREDIT

puring the time that the Circuit Court injunction was in
effect, Shady Oaks was unable to pay its electrie bills for May and
June, 1991. On July 25, 19%1, the Withlacoochee River Elgectric
Cooperative (WREC) discontinued electric service to - the -utility.
All of the pertinent governmental agencies, including::this
Commission, were given prior notice. As a result of WREC's
terminating Shady oOaks' electric service, Shady Oaks' water and
wastewater customers were without water and wastewater service. In
order to get their service restored, the Shady Oaks homeowners
proposed paying Shady Oaks' electric bill. With no opposition from
the utility or the Commission, the Circuit Court issued an order
which allowed the homeowners to pay the electric bill, provided
that payment would@ be credited to the homeowner's water and
wastewater bills. The homeawners paid the electric bill, and Shady
0aks' power was restored.

Shady Oaks' electric bill was paid by 114 homeowners. The
utility was provided with a list ot the names of homeowners whoe
paid se¢ that the appropriate credit could be given to their
accounts. .The Circuit Court Order does not specify that only
homeowners who paid a portion of the delinguent electric bill would
be entitled to a credit.

We think that a credit to the customers is appropriate in this
instance, Further, we think it reasonable that only those
customers who pald a portion of the delinguent electric bill should
receive the credit.

The appropriate credit per contributing homeowner is $9.59.
As of mid-March of this year, the utility had Issved the
appropriate credits to only 86 of the 114 contributing customers,
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leaving 28 who have yet to be credited the proper amount.
Accordingly, we hereby order the utility to lssue the remaining 28
credits to those homeowners who contributed to paying the utility’s
These credits should be issued on the
first bill subsequent to the affective date of this Order.

It is, therefare,

ORDERED by the Florlda Public Service Commission that Shady
Gaks Mobile-Modular Estates, Inc., shall, am set forth in the bedy
of this Order, credit the bille of the customers so entitled. It
is further

ORDERED that all of the provisions of this Order are issued as
proposed agency action and shall become final unless an appropriate
petition iIn the form provided by Rule 25-22.029, Florida
Administrative Code, is received by the Director of the Division of
Records and Reporting at his office at 101 East Gaines Street,
Tallahassee, Florlda 32399-0870, by the date set forth in the
Notice of Further Proceedings below.

By ORDER of the Florida Publie Service Commission, this l4th
day of M ay, 1992.

STEVE TRIBBLE, Rirector
Divieion of Records and Reporting

(SEAL) by: &'m'ﬁt Qﬂhﬁtg
Chief, Burdhu of cords

MJF

ORDER NO. PSC-92-0356-FOF~WS
DOCKET HO, 900025-WS
PAGE 4

8] F R CEEDIR JUDIC

The Florida Public Service commission ig required by Section
120.59(4), Florida Statutes, to notify parties of any
administrative hearing or judiclal review of Commission orders that
is avajlable 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 rellef
gought.

The action proposed herein is preliminary in nature and will
not become effective or final, except as provided,K by Rule 25-
22.029, Florida Administrative Code. Any person whose substantial

" interests are affected by the action proposed by this order may

file a petition for a formal proceeding, as provided by Rule 25~
22.029(4), Florida Administrative Code, in the form provided by
Rule 25-22.036(7)(a) and (f), Florida Administrative Code. This
petition must be received by the pirector, Division of Records and
Reporting at his office at 101 East Gaines Street, Tallahassee,
Florida 323990870, by the closc of business on June 4. 19%2.

In the absence of such a petiticon, this order shall become
effective on the day subsequent to the above date as provided by
Rule 25-22.029(6), Florida Administrative Code.

Any objection or protest filed in this docket before the
issuance date of this order is considered abandoned unless it
satisfles the Fforegoing conditions and is renewed wlthin the
specified protest period.

If this order becomes final apd effective on the date
described above, any party adversely affected may request judicial
review by the Florida Supreme Court in the case of an electric, gas
or telephone utility or by the First District Court of Appeal in
the case of a water or wastewater utility by £filing a notice of
appeal with the Director, Division of Records and Reporting 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 of the effective date 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 9.9200(a), Florida Rules of
Appellate Procedure.
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H

The following Commissionera participated in the disposition of
this matter:

THOMAS M. BEARD, Chalirman
SUSAN F. CLARK
J. TERRY DEASON
BETTY EASLEY
LUIS J. LAUREDO

ORDER_TO SHOW CAUSE
AND
FINAL ORDER IMPOGING FINE

BY THE COMMISSION:
CASE_DACKGROUND

Shady 0Oaks Mobile-Modular Estates, Inc., (Shady Oaks or
utility) is a class "c" water and wastewater utility serving a 242
lot mobile-modular home park located in Pasco County, south of the
city of Zephyrhills., On January 10, 1990, Bhady oaks applied for
the instant staff-assisted rate case. On February &, 1991, thig
Commission 1issued proposed agency action (PAA)} Order No. 24084,
wherein we approvad a rate increase for Bhady Oaks. In that Order,
we also requiréd Shady oaks to do the following: £ile a request
for acknowledgement of a restructure and a name change, improve its
unsatisfactory quality of service, expend B5% of the allowance for
preventative malntenance on systems malntenance or provide written
explanation for not doing so, provide a detalled record of what
monthly maintenance will be implemented, install meters for all of
its customers, and escrow a certaln portion of the approved monthly
rates to account for a fine and pro forma plant allowancea, By
order No. 24409, issued Aprll 22, 1991, we dismissed a timely
protest to the PAA Order and revived Order No. 24084, making it
final and effective.

After the new rates became effective, the homeowners in tha
shady Oaks park filed sult agaiﬁft Shady oOake 1in circuit court
complaining of, among other things, the incre er and
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wastewater rates approved by this Commission. The deeds whereby
the developer (Shady Oaks) transferred property in the shady Oaks
mobile homa park to a buyer covenanted that Shady Oaks would
provide certain services, including water and wastewater sarvice,
at a fixed annual cost; the homeowners sought to have the Court

enforce the covenant.

on June 24, 1991, Circuit Court Judge Lynn Tepper granted the
homecwners' request for an emergency temporary injunction enjoining
Shady Oaks from charging or attempting to collect the Commission-
approved rates. In addition, on July 5, 1991, the Circult Court
issued an order requiring Shady Oaks to show cause why 1t should
not be found in contempt for violating a 1983 Court Judgment
upholding the restrictions. fThis latter order also enjolned the
utility from collecting the Commission-approved rates and ordered
that the monthly service fee paid by the homeowners be deposited
into the registry of the Clerk of the Court. In August, 1991, both
injunctions were 1lifted, and the utlility was able to begin
cellecting the Commission-approved rates; however, the homeownars'
lawsuit is still pending. i

In Order No. 25296,. issued November 4, 1991, we detarmined
that the utllity failed to comply with the requirements of Order
No. 24084. In Order No. 25296, we ordered the utility to comply
with what was previously orderoed and, speciflcally, to do the
following: submit all necessary information for changing ite
certificated name or revert to operating under its '‘currently
certificated name, immediately place in the escrow account all
funds necessary to bring said account to its proper balance,
install water meters for all its cuztomers within five months, to
Improve its quality of service, and (as is discussed further balow)
to interconnect with the Pasco County wastewater treatment system.

SHOW CAUSE

Prior to our considering action against the utillty, we
reviewed the utility's revehues and expenses From March, 1991, to
February, 1992, and wmade a field lnspection. By this Order, we are
requiring the utility to show cause why it should not be fined for
its substantial noncompliance with Orders Nos. 25296 and 24084.

~our discuscion of the specific ltems of noncompliance follows.

Name Change _and Regtructure

In August, 1990, Shady Oaks transferred the title of the
utility land from Shady Oaks Mobile-Modulay Estates, Inc. to its
shareholders individually. shady ©Qaks undertock this transfer
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without the prior approval of the Commission. In Order No. 24084,
we ordered Shady Oaks to flle a reguest for acknowledgement of a
name change and restructure within sixty days, On March 17, 1991,
we received a letter from the utility wherein it requested officlal
recognition of the utility's new name, S & b Utility. On April 1,
1991, we wrota the utility that the name change could not be
recognized until we received evidenca that the utility land and
assets had boen properly transferred to 8 & D Utility and that 8 &
D ptility had bean properly registered as a fictitious name. The
utility submitted evidence that s & D Utility was registered as a
fictitious name; however, it explained that because of the pending
bankruptcy proceeding, title to the utility land and assets could
not yet be transferred to & & D Utility.

since the utility's owners informed us that under the payment
plan entered into in the bankruptcy proceeding they would soon be
able to tranefer the title to the utility land anhd assets, we
allowed the utility additional time to .complete the nama change and
restructuring. By Order No. 25296, we orderad the utility to
subnit within 60 days all necessary information for changing its
certificated name, including evidence that the title to all the
utility land and assets had bheen properly transferred to 8§ & D
gtility, If it did net timely submit that information, the utility
was to revert to operating under its currently certificated name,
Shady Oaks Mobile-Modular Estates, Ing.

By letter dated January 22, 1992, we reminded the utility of
the information necessary to complete the name change and asked
several questions regarding the utility's progress. In its
February 16, 1992, reply, the utility was largely unresponsive to
the questions in our letter. For example, the utility stated in
its response that the name change regquest had already been made
with the commission, and it also indicated that the bankruptcy
proceedings still presented an impediment. However, we are aware
that on November 14, 1991, the Bankruptcy Judge issued an order
dismiseing the utility owner's case and on December 17, 1991,
issued an order denylng the owner'e motion for reconsideration or,
in the alternative, conversion to Chapter 11,

Not only has the utility falled to flle the Iinformation
necesgary for the name change, it has disregarded our Order to
revert to operating under its certificated name. We have verified
that customer bills bear the heading of 8 & D Utllity and that the
utility makes deposits into and wrltes checks from a bank account
in the name 8 & D Utility. When our Division of Consumer Affairs
has called the utility's business phone, the recorded mensage
answere in the name S & D Utility. «
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It is apparent that the utility is not in compllance with
oOrders Nos. 24084 and 25296 with regard to the nnme change and
restructure requirements. Therefore, the utllity is hereby ordered
to shaw cause why 1t should not be fined up to $5,000 per day for
such nonceompliance.

Installation of Water Meters

By Order Mo. 24084, we reguired the utllity to install water
meters for all its customers within six .months. Az of mid-
September, 1991, the utility had installed 31 of the 185 meters
required. In oOrder No. 25296, we stated that although EGhady Oaks
was not in complete compliance with our Order, its installation of
the 31 meters indicated an effort to comply. We acknowledged that
prior to August of 1991, the utility collected less revenue than we
had allowed it to collect, as the customers' refusal to pay and the
circult Court 1itigation ensued. We estimate arrearages from past
nonpayment to be over $15,000. By Order No. 25296, we allowed the
utility an additional five months in which to complate the meter
installations.

ifowever, from our recent review of the utility's billing
records, we have determined that by the end of 1991, the vast
majority of the customers were paying the Commission-approved
rates, In a January, 19892, letter, we requested the utility to
provide plans and a time schedule for installing the remaining
water meters. The utility responded that it intended toc install
additional meters in February, 1992. As of the end of March, 1992,
the utility had only installed an additiocnal 16 meters, which
brings the total number of installed meters to 47.

Sinca the utility has not completed installation of the metars
within the prescribed time frame and was unresponsive to our
request for information, we hereby order the utility to show cause
why it should not be fined up to $5,000 per day for lts fallure to
install water meters.

Preventative Maintenance

As indicated above, in Order No. 24084, we ordered the utility
to spend 85% of the monthly allowance of $1,700 for preventative .
maintenance for its stated purpose. In oOrder HNo. 25296, we.
evaluated the utility's disbursements for March through ARugust,
1991, and noted that the utility did not spend what was required.
We thought that the utility's fallure to comply was likely caused
by decreased revenues, but ordered It to thereafter comply with the
preventative maintenance aspect of Order Ho. 24084,



EXHIBIT FJL-5
Page 3 of 5

ORDER HO. PSC-92-~0367-FOF~HWS&
DOCKEY NO. 900025-WS
PAGE 5

We have reviewed the utility's expenditures for the months of
September, 1991, through February, 1992. During thls period, the
utility spent approximately $3,300--less than {0% of the $8,670
which the utility was reguired to spend. Also, the utility did not
explain its fajlure to weet the spending requirement for
preventative maintenance as required by Order No. 24084.

We do not belleve "the utility has complied with Order No.
25296 regarding maintenance expenditures. Therefore, we order the
utility to ehow cause why it should not be finad up to $5,000 per
day for falling to spend at least 85% of its $1,700 monthly
allowance for preventative maintenance.

Quality of Service

' By Order No. 24084, we imposed a $2,000 fine against the
utility for its unsatisfactory quality of service, but suapended
the fine for a nine-month period, by the-.end of which we would
dispose of the fine, We directed the utllity to improve lts
quality of service by constructing a new effluent disposal systen,
obtaining the necessary permits, and operating its wastewater
facilities within Florida Department of Environmental Regulation
(DER) standards. DER-required plant improvements vere included in
rate base as pro forma plant.

In Order No. 25296, we found that the utility's quality of
service remained unsatisfactory and, in fact, had deteriorated.
However, for two reasons, we allowed the utility additional time to
make quality of service improvements. First, we recognized that
the quality of service deficlencies were at least partially
attributable to the decreased ravenues collected. Second, the
ut11ity had entered into a court-approved gettlement agreement with
DER wherein the utility agreed to iInterconnect lis wastewater
system with Pasco County within six months of the agreement, which
was approved by Court Order on July 8, 199i. Accordingly, in Order
No. 25296, we orderad the utility to Improve ite quality of service
as prescribed by Order No. 24084, ordered it to interconnect with
Pasco County within the designated time frame, and ordered it to
improve deteriorating customer relations. -

The interconnect with the County was scheduled to take place
on or befora January D, 1982, To date, the utjlity. has not only
falled to interconnect with the County, but it has not even baegun
the design or construction of the required interconnect facilitles,
In addition, customer relations have not improved at =zll.

Oon the latter point, we note three inclidenta of concern,
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Filrst, on January 9, 1992, we received a customer ccmplaint
describing an incident between the utllity's owner and a customer.
The customer wept to pay his water and wastewater blll during
posted office hours, but the owner was not present. After malling
his bill, the customer went to discuss the matter with the owner.
The customer claims to have been verbally abused by the owner.
Although the owner denlies using the profape language the customer
claims he used, we think it evident that the customer was insulted.

On January 22, 1992, we received numerous complainte regarding
a service outage. The customers claimed that the utility dig not
respond to their calls on the day the outage occurred. Apparently,
service was restored only when the guest of one of the customers
climbed the fence at the plant and switched on a circult breaker.
The customers are rightfully concerned that the utflity did not
promptly respond to their calls. In the utility's reply .to our
ingquiry regarding the incident, the utility's owner stated that he
could not have responded to the customer's calls any sooner, as he
had been out of town on the day the outage occurred.

Finally, on February 24, 1992, we received' a customer
complaint regarding the utility’s installation of severa) water
meters on one customer's property. We conducted a field
investigation and found that the utility was placing individual
meters as close to the water main as possible even whaen that meant
that the meter was on another customer’'s property. The utility was
then directed to place the water meters on the individual
properties associated with the consumption. Rule 25-30.260,
Florida Admipistrative Code, requires utilities to locata meters at
or near the customer's curb or property line except when doing so
is impractical. It would appear in this instance that it 1s
practical for the utility to place each meter on the property it
sarves.

It is evident that the utility has made no substantlal
improvement in the total quality of service as required by Orders
Nos. 24084 and 25296. <Therefore, we hereby order the ntility to
show cause why it should not be fined up to $5,000 per day for
continuing to provide unsatisfactory quality of service.

Escrow Requirement

The utllity's new rates under Order No. 24084 became effectivae ’
on March 2, 1991. By Order No. 24084, we required the utility to
place in escrow the portion of the rate increase attributable to
the pro forma plant and a portion of the $2,000 penalty we imposed
for poor quality of sarvice; specifically, the utility was required
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In the event that reasonable efforts to collect this fine
fail, we hereby authorize its referral to the Comptrollexr's Dffice,
as further collection efforts on our part would not be cost-
effective. At a mlnimum, two certified letters demanding payment
shall be sent. -

1t is, therefora,

ORDERED by the Florida Public Service Commission that Shady
Oaks Mobile-Modular Estates, Inc., shall show cause in writing why
it should not be fined up to $5,000 a day for violating Orders Nos,
24084 and 25296 as described In the body of this Order. It is
further . .

ORDERED that Shady Oaks Mobile-Modular Estates, Inc.'s written
response to this Order must be recelved as set forth in the Notice
below. It is further

ORDERED that Shady oOaks Mobile-Modular Estates, Inc.'s
response to this Order must contain specific mllegatiens of fact
and law. It is further g

ORDERED that Shady Oaks Mobile-Modular Estates, Inc.'s
opportunity to file a written response to this oOrder shall
constitute its opportunity to be heard prior to final determination
of noncompliance and assessment of penalty by this Commisslon. It
1s further

ORDERED that a fallure to file a timely response to this Order
shall constitute an admission of tha facts allegad in the body of
this order and a waiver of any right to a hearing. It is further

ORDERED that in the event that Shady Oaks Mobile-Modular
Estates, Inc., files a written response which ralsea material
questions of fact and requests a hearing pursuant to BSectlon
120.57, Florida Statutes, further proceedings may be scheduled
before a final determination on these matters is made. It i=s
further

ORDERED that the suspension of the $2,000 fine previously
imposed by Order No, 24004 is hereby lifted, and sala fine is dua
and payable. The utility 1s heraby prohibited from paylng said
fine from escrowed funds. Our action in imposing this fine is
final agency action. If reasonable collection efforts prove
ineffective, further disposition of the fine will ba referred to
the Comptroller's Office. It is further
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to escrow $333.34 per month. In Order No. 25296, we found that the
utility had not been escrowing the proper amounts primarily because
it bad not been collecting sufficient revenues. We admonished the
utility for ceasing to escrow the proper amount without ocur prior
approval and ordered it to immediately place enough money in the
escrow account to bring the balance up to the propar levsl,

As stated earlier, the vast majority of the utility's
customers are now paying their utility bille. From our review of
the utility's cash collections from customers from December, 1991,
to February, 1992, we calculate that the utility should have
escrowed approximately $5,600 during that three month period.
However, the bank statements indicate that only $3,500 was
deposited into the escrow account in that time. In addition, the
utility did not place enough money in the escrow account to correct
the deficiency that resulted from the utility’s prior failure to
place funds into the dccount. Co

We think the utillty has falled to comply with Orders Nos.
24084 and 25296 regarding the escrow regquirements.  Therefore, we
hereby order the utility to show cause why it should not be fined
up to $5,000 per day for not malntaining the appropriate balance in
the escrow account.

IMPOSITION OF FINE

As referenced above, by Order No. 24084, we imposed a $2,000
Eine against the utility for its unsatisfactory guality of service,
but suspended the fine for nine months, at the explration of which
we would review the situation., As was also previously stated, in
Oorder HNo. 25296, wa found that the utility's gquality of service
remained unsatisfactery, and wa again reguired the utility to
improve jts guality of service, suspending the fine for another
five months, ’

As discussed in. detail above, the utllity remains in
substantial noncompllance with Orders Nos. 24084 and 25296 with
regard to its quality of service. Therefore, the auspension on the
$2,000 fine previously imposed is hereby lifted, and said fine is
duae and payable. '

By Order No. 24084, we ordered the utility to escrow a portion
of the $2,000 fine. Since the utility has not been escrowing the
reguired amounts, the funds in the escrow account are insufficiept
to pay both the $2,000 fine and a refund to the customers in the
event one is required, Therefore, we prohibit the utllity from
paying the $2,000 fine from the escrow account.
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ORDERED that thls docket shall remain open pending further
order of the Commission.

By ORDER of the Florida Public Service Commission, this 14th
day of May, 1992.

STEVE TRIBBLE, Director
_Division of Records and Reporting

(SEAL) T
by:
Chief, Burdau of Kecords

MJF

HOTICE OF FURTHER PROCEEDINGS OR JUDICIAL REVIEYW

The Florida Public Service Commisslon is reguired by Section
120.59(4), 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 Btatutes, as
well as the procedures and time limits that apply. This notice
should not be conatrued to meah all reguasts for an administrative
hearing or judicial review will be granted or result in the relief

sought.

The show cause portion of this order is preliminary,
procedural or intermediate in nature. RAny person whose substantial
interests are affected by the action proposed by this order may
file a petition for a formal proceeding, as provided by Rule
25-22,037(1), Florida hdministrative Code, in the form provided by
Rule 25-22.036(7) (a) and (f), Florida Administrative Code. This
petition must be received by the Director, Division of Records and
Reporting, at his office at 101 East Gaines Street, Tallahasses,
Florida 32399-0870, by the close of business on June 3, 19932.

Fallure to respond within the time set forth above shall
constitute an admission of all facts and a walver of the right to
a hearing pursuant to Rule 265-22,037(3), Florida Administrative
code, and a defanlt pursuant to Rule 25-22.037(4), Florida
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Administrative Code. Such default shell be effective on the day
subsequent to the above date.

If an adversely affected person fails to respond to the show
cause portion of this order within the time prescribed above, that
party may reguest judicial review by the Florida Supreme Court in
the case of any electric, gas or telephone utility or by the First
District Court of Appeal In the case of a water or sewer utility by
filing a notice of appeal with the Director, Divislon of Records
and Reporting, and filing a copy of the notice of appeal and the
filing fee with the appropriate court. This filing must ba
completed within thirty (30) days of the effective date of this
order, pursuant to Rule 9,110, Florida Rules of Appellate
Procedure.

Any party adversely affected by the Commission's final action
in this matter may reguest: 1) reconsideration of the decision by
filing a motion for reconsideration with the Director, Division of
Records and Reporting within fifteen (15) days of the lssuance of
this order in the form prescribed by Rule 25-22.,060, Florida
hdministrative Code; or 2) judicial review by the 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 wataer or sewer
utjility by filing a notice of appeal with the Director, Divislon of
Records and Reporting and filing a copy of the notice &f 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 Procedura. The
notice of appeal must be in the form specified in Rule 9.900(a),
Florida Rules of Appellate Procedure.
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BEFCRE THE FLORIDA PUBLIC SERVICE COMMISSION

DOCKET NO. 900025-WS
ORDER 'NO. PSC-92-1116-FOF-WS
ISSUED: 10/05/92

In re: Application for a
s-aff-assisted rate case in
Pasco County by SHADY OAKS
MOBILE-MODULAR ESTATES, INC.

St Vgt? N t” Nt® Sy

The following Commissioners participated in the dispcsition of
this matter: '

THOMAS M. BEARD cnnirman { & i
. TERRY DEMSH ) e VEE
BRTLOV EAcvzv :
LUIS 7. LLUREDO A OCT 09 1992
Fz. Fublic Sarvies Commiseic

NOTICE Q¥ PE2IOAED_AGENCY ACTION crasion of Vater and Sewey
GRDER_DEUYING RgﬂWEST__Q L L LF_FROM
¥ 3I0R _CCMMIS3ION QOFDERS

BY THE COMMISSION:

ROTICE 1is therashyv given by the Florida Public Service
Commission that the action discussed hersin is preliminary in
nature and will become final unless a person whose interests are
adversely affected files a petition for a formal proceeding,
pursuant to Rule 25-22.029, Florida Administrative Code.

BACEKGROUND

Shady Oaks Mob11e—¥*4"lar Fstatw:, Inc., (Shady Oaks or
ucility) 13 2 class "uU¥ wote: and wastewater utility serving a 242
s2i. mchile-modular home ;abk iovated in-Pasgco:Ccaaty, soutkh of the
City of Zephyrhills. On Jamacy 30, 1090 “Shedy - Oaks. applied for

the inatant staIffé§55.+°d rate czane. n-a“oposed ‘agency action
(PAAY Jrder No. 24384, ‘ssued Fabruary 8 1991, we approved a rate

increase for shaly Ca 7 and ordered. it te take various actions
redarding its opsratiens, including that it escrow:a set portion of
its revenusas Sy Cridr Mo, 24409, -issued Aprili 22, 1991, we
dismissed a tlm 1y procest: tﬁ“+her°AA Order.an d revmved Oorder No.

24084, making i final ard erfec*lve.~;t_-

By Order Wo. 2296, i=-ued Novembnr 4 1991 we found that the
utility had :H.ailod to comply with the requirements of Order No.
24084, *\uantng e escrnw requ1remu it. However, since numerous
customers iiad uot paid thedir utrility bills as a result of a court
dispute vw¥nr the utility®s rates, we elected not to order the

DOCUMEHT BUMSER-DATE
11577 0CT -5 185
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utility to show cause why it . should not be fined for its
noncompliance, but instead ordered it to obey our prior Orders and
to bring the escrow account up to its proper balance. Upon
reviewing the utility's situation a second time several months
later, we again found that the utility had failed to abide by our
Orders. Therefore, by Order No. PSC-92-0367-FOF-WS, issued May 14,
1992, we ordered the utility to show cause why it should not be
fined for its continued noncompliance with Orders Nos. 24084 and
25296. Shady 0Oaks requested a hearing in response to the Order to
Show Cause, and disposition over the violations is pending.

INFORMAL REQUEST FOR RELIEF

By a letter dated July 6, 1992, addressed to our staff, Shady
Oaks requested that the escrow requirements established in Orders
Nos. 24084 and 25296 be suspended for a period of several months.
.The apparent basis for the utility's regquest is that it does not
have enough customers and, therefore, not enocugh revenues, to be
able to escrow the required monies during the months many of its
customers are on vacation. The utility's current flat rate
structure does not contain a vacation rate. As a result, during
the months the customers are away, the utility's cash flow is
reduced. -

The utility's request was not submitted in the form of a
formal, written motion in conformity with Rule 25-22.037, Florida
Administrative Code. We shall, however, consider the utility's
request. Shady Oaks is a small utility and is not represented by
‘an attorney because it claims it cannot afford one.

As stated above, we have already ordered Shady ©Oaks to show
cause why it should not be fined for failing to maintain the proper
balance in 'the escrow account. Upon reviewing the monthly
statements we receive from the escrow agent, we note that Shady
Oaks remains in violation of Orders Nos. 24084 and 25296: it has
not yet brought the account's balance up to the prescribed level,
nor has it been escrowing the proper amount each month.

There has been no change in the number or composition of the
utility's customer base since our prior Orders were issued, and the
utility has offered nothing persuasive to support the relief
requested. The appropriate time for the utility to address its
concerns was when the prior Orders were issued. Indeed, we think
the instant request can be denied as an untimely motion for
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reconsideration to either of the aforementioned orders.

In consideration of the foregoing, the utility's request is
denied, and the requirements of our previous Orders affirmed.

Based on the foregoing, it is therefore

ORDERED by the Florida Public Service Commission that Shady
Oaks Mobile-Modular Estates, Inc.'s request for relief from Orders
Nos. 24084 and 25296 is denied. It is further

ORDERED that the provisions of this Order are issued as
proposed agency action and shall become final unless an appropriate
petition in the form provided by Rule 25-22.029, Florida
Administrative Code, is received by the Director of the Division of
Records and Reporting at his office at 101 East Gaines Street,
Tallahassee, Florida 32399-0870, by the date set forth in the
Notice of Further Proceedings below.

By ORDER of the Florida Public Service Commission this 5th day
of October 1992.

STEVE TRIBBLE, Director
Division of Records and Reporting

(SEAL)

MTF b‘w..kd‘_w.%
Chiff, Bureau %f Records

NHOTICE OF FURTHER PROCEEDINGS OR JUDICIAT. REVIEW

The Florida Public Service Commission is required by Section
120.59(4), 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
shculd not be construed to mean all requests for an administrative
hearing or judicial review will be granted or result in the relief
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The action proposed herein is. preliminary in nature and will
not become effective or final, except as provided by Rule
25-22,029, Florida Administrative Code. Any person whose
substantial interests are affected by the action proposed by this
order may file a petition for a formal proceeding, as provided by
Rule 25-22.029(4), Florida Administrative Code, in the form
provided by Rule 25-22.036(7)(a) and (f), Florida Administrative
Code. This petition must be received by the Director, Division of
Records and Reporting at his office at 101 East Gaines Street,
Tallahassee, Florida 32399-0870, by the close of business on
Cctober 26, 1992.

In the absence of such a petition, this order shall become
effective on the day subsequent to the above date as provided by
Rule 25-22.029(6), Florida Administrative Code.

Any objection or protest filed in this docket before the
issuance date of this order is considered abandoned unless it
satisfies the foregoing conditions and is renewed within the
specified protest period.

If this order becomes final and effective on the date
described above, any party adversely affected may request judicial
review by the Florida Supreme Court in the case of an electric, gas
or telephone utility or by the First District court of Appeal in
the case of a water or wastewater utility by filing a notice of
appeal with the Director, Division of Records and Reporting 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 of the effective date 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.

LR
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

DOCKET NC. 900025-WS
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In Re: MApplication for etaff- }
)
} ISSUBD: ©04/09/93
)
)

aspisted rate case in Pasco
County by Shady Oake Mobile-
Modular Estates, Inc.

The following Commissioners participated in the disposition of
this matter:

THOMAS M. BEARD
-- BUSAN P. CLARK
JULIA L. JOHNSON

Pursuant ko notice, an adminigtrativa hearing was held on
Janvary 7, 1993, in Zephyrhills, Florida, befora Commissloner
Thomag M. Beard, sitting as Hearing Officer.

APPERRANCES :

MATTHEW J. FEIL, Esquire, Florida .Public Service
Commission, 101 B. Gaines Btreet, Tallahaasee, Florida
32399-0863

1

RICHARD BELLAK, Esquire, Florlda Publle Service
Commission, 101 B. Gailnes Street, Tallahassee, Plorida
32399-08862

ONeys .

The Hearing Officer'as Recommended Order was entered on
February 11, 1993, No exceptions to the order were filed. Afrer
consideration of the evidence, we now enter our Oxder.

FINAL ORDER PINING UTILITY AND
T B ), » .',-.. ] -.—

BY THE COMMISSION:
Bagkgaround

Shady Oaks Mobila-Modular Estates, Inc., (Shady Oaks or
utility) is a class "C" water and wastewater utility serving a 242
1ot moblle-modular home park located in Pamco County, south of the
Ccity of Zephyrhills. oOn January 10, 1990, Shady Oake applied for
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a staff-assisted rate case. By proposed agency action (PAR} Order
No. 24084, issued February 8, 1991, the Commission approved a rate
increage for Shady Oaks and ordered it to take various actions,
including, that it install meters for all of its customers within
aix months, improve ite quality of service, file informatlion neaded
to process a name change, spend a fixed amount on preventative
maintenance, and escrow a set portion of revenues. By Order Ko.
24409, issued April 22, 1991, the Commisazion dismiseed a protest to
the PAR Order on jurisdictional grounds and revived Order No.
24084, making it final and effective.

By Ordexr No. 25296, issuad November 4, 1991, the Commission
found that the utility had failed to comply with the requirements
of Order No. 24084. However, since numercus customers had not pald
their utilicy bllls as a result of a court dispute over the
utility's rates, the Commission decided not to order the utility to
ghow cause why 1t should not be fined for its noncompliance;
instead, the Commission ardered the utility to obey its prior Order
and bring the esacrow accoutnt up to its proper .balance. Upon
reviewing the utility's situvation a second time several months
later, the Commission found that the utility had falled to abide by
the above Orders. Therefore, by Order No. PBSC-92-0367-FOF-WS,
issued May 14, 1592, the Commission ordered the utility to show
cause why it should not be fined for its continued noncompliance
with Orxders Nos. 24084 and 25296. Shady Oaks requested a hearing
in response to the Order to Show Cause. Pursuant to that request,
an administrative hearing was held on January 7, 1993, befora
Commissioner Beard sitting as Hearing Cfficer. Shady Oaks Aid not
appear or participate in the hearing. .

In accord with Oxder No. PSC-53-0083-PCO-WS, esatablishing
post-hearing procedure, gtaff timely filled proposed findings of
fact and concluslons of law. The utility did not file anything.
The Hearing Officer filed his Recommended Order on February 11,
1993, . :

The full text of the Hearing Officer's Recommended Order i=s
gat Forth below, baeginning with "Findings of Fact.”

II. EINDINGZ OF FNCT

The following abbreviations are used hereiln for
purposes of citaticon: "TR" for Trangcript, "EX." for
Exhibit No., and "p." and "pp." for page(s).
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I accept each and every proposed finding of fact
submitted by the staff and, having congidered the
evidence presented at the - hearing, I hereby make the
following findings of fact. :

ISSUE i: Did the utility timely comply with Commission
Orders Nos. 24084 and 25296 with respect to the meter
installation requirementa?

1. By Order No. 24084, issued February 8, 1991, the
utility was to install water meters on all ite customers’
connections within six monthe, by August, 1991, (EX S5,
FJL-2, pp. 6, 31} .

2. In Order No. 25296, issued November 4, 1991, the
Commiesion noted that the utilicy had ingstalled 31 of the
185 meters required, but allowed tha utility an
additional five months, by April, 1992, to complete the
meter installations. (EX 5, FJL-3, p. 5) - !

3. As of May 14, 1992, when the Order ro Show Cause,
Order No. PSC-92-0367-FOF-W3, was lssued, the utility had
installed a total of 47 of the 185 meters required. (EX
5, FJL-4, pp. 5, 6, 11)

4. 'The last meters were installed on June 17, 1992,
which lg 74 days past the extended deadline established
in Order No. 25296. (TR 58)

5. The utility does not deny it fajled to timely comply,
but in a letter to the Commiaeion, .the utility claimed
that the meter installations were delayed becausa of an
addicional monthly expense of $1,155 for loan service
expense and for past due engineering fees. (BX 6, p. 31)

6. The wutility did not timely comply with the
?ommiasion's Ordexrs with regard to meter installations.
TR 58, 59)

7. Soma of the meters that were ingtalled were installied
in a haphazard fashion. (TR 64-66, 68-71)

]

: HNas the utllity complied with Commission Orders
Nos. 24084 and 25296 with respect to improving its
quality of sexvice? :

1. By Order No. 24084, issued February 8, 1991, the
Commigsion found that the utility‘'s quality of service
was ungatisfactory, so the Commiesion took the following
action: (1) It imposed a $2,000 fine on the utility for
ungatisfactory serxrvice and required the utility to
accumulate the fine in an escrow account; however, the
Commliasion suspended the fine for nine months pending
review of the utility's service for improvement; (2) It
ordered the utility to comply with a Department of
Bnvironmental Regulatlon (DER) Consent Order requiring
speciflc repalrs and improvements necessary for the
proper operation of the utility’s wastewater treatment
and dispogal facilities within the time perliod prescribed
by that Consent Order; and (3) It directed the utility to
epend a minimum of 85% of the $1,700 per system per month
preventative maintenance expenge allowance on repairs and
maintenance, and it ordered that if the utllity had not
spent the minimum over a period of six months, the
utility must submit an explanation and a detailed
statement of future plans to maintain the syastem. (EX 5,
FJL-2, pp. 3, 4, 15)

2. By Order No. 25296, 1ssied November 4, 1991, the
Commission (1) suspended the 52,000 fine until February,
1992; (2) required the utility to escrow the fine as
previcusly ordered; (3} found that the quality of service
had deteriorated, noting numercus customer complaints
against the utility and the derelict condition of the
utility systems; (4) required the utility to interconnect
its wastewater system with Pasco County as agreed to in
a court-approved settlement between the utility and DER;
and (5) found that the utility had failed to spend the
minimum of the monthly ~ preventative wmalntenance
allowance, but announced it would review the situation
again hefore further action. (EX 5, FJL-3, pp. 6-9)

3. By Order No. PSC-92-0367-FOP-W8, issued May 14, 1992,
the Commission lifted suspension of the fine and noted
that the utility continued to disobey the Commimsion's
directives, (KX 6, WIL-4, pp. 1-9)
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a. The utility believes customer relations have
improved, but does not deny it failed to interconnect
with Pagco County or that it failed to expend funds on

preventative maintenance, but it claims to have had cash.

fiow problems. (EX 6, pp. 31-32)

5. The utlility has failed to interconnect its wastewater
system with Pasco County. (TR 531

6. The utility's customer relatlons have not improved.
(TR 13-53, 59; EBX 1-5)

7. The utility has ot spent sufficlent funds on
preventative maintenance or provided a schedule of ita
malntenance plans. {TR 78-80; EX. &, pp. 11, 31)

8. The utflity has violated the Commission’s Orderas
regarding quality of service, and its quality of service
remaina unsatisfactory. (TR $9, all above citations}

I8SUE 3: Has the utility complied with Conmisaion Orders
Nos. 24084 and 25296 with respect to the name change and
reatructure requirements?

1. By Order No. 24084, the Commission required the
utility to file a request for acknowledgement of a
yegtructure and a name change within sixty days of the
date of the Order. ('PR. 76-78; BEX 5, FJL-2, pp 2-3)

2. On March 17, 1991, staff received a letter from tha
utility requesting official recognition of the utility's
new name, 9&D Utllity {(S&D), On April 1, 1991, staff
wrote the. utility that the name change could not be
recognized until the uctility produced evidence that the
utility land and assete had been properly tranaferred to
gD and that 9&D had been properly reglstered as a
ficticious name. (EX S, FJL-3, p. 4)

3., In reliance on the utility owner's representation
that he would be able to correct the title to the utilicy
land and agsets as part of a payment plan he entered into
in a bankruptey proceeding, the Commission allowed the
utility, in Oxder No. 26296, an additional sixty days to
complete the name change and restructure requirements,

ORDER NO. PSC-93-0542-FOF-US
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If the wutility failed to produce the required
documentation, it was ordered to operate under its
certlflcated name Shady Oake Mobile-Modular Estates, Inc.
(TR 76-78, BX. B, FJL-3, p. 4)

4. Scaff wrote the utility twice, by letters dated
January 22, 1992, and July 21, 1992, to remind the
utility of the filing requirements regarding the name
change. (TR 77; BEX 5, FJL-1 and FJL-5}

5. According to the utility, (1) The land upon which the
utility assets are located is titled in the names of
Richard D. Sims and Caroline Sue Sims, jointly, and the
utllity's assets are owned individually by Richard D.
Sims d/bfa S&D Utility; (2} The utility is now a sole
proprietorship for federal income tax purposes; and (3)
The utility does not understand what it is supposed to
£ile. (EX &, pp. S, 6, 30} :

6. The utllity is operating under the name S&D Utility.
(TR 78, BEX 5, FJL-6)

7. The utility has not filed the documents for a name
change and restructure, nor has it complied with the
Commission's order to revert to operating under its
certificated name of Shady Oaks Mobile-Modular Estates,
Inc.; therefore, the utility has not complied with Orders
Nos. 24084 and 25296 with respect to the name change and
reatructure requirements. (TR 78; EX 6, pp. 5, 20, 31)

ISSUE 4: Has the utility complied with Commission Ordersa
Nos. 24084 and 25296 with respect to the preventative
maintenance ragulrementa?

1. By Order No. 24084, the Commission allowed in rates
a $1,700 per system per month preventative maintenance
expense allowance, directed the utility to spend a
minimum of 85% of that allowance, and ordered that if the
utility had not epent the wminimum over a period of six
months, the utility must submit an explanation and a
detailed statement of Ffuture plans to maintain the
system. (EX S, FJL-2, pp. 3, 4, 15) .

2. In Order No. 28296, the Commission found that the
utility's failure to spend the maintenance allowance was
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likely due to decreased revenues collected due to a Court
@ispute, and, therefore, ordexred the utility to comply
with the requiremente of Order No. 24084 on a prospective
basis. (TR 79; BEX 5, FJL-3)

3, For the months of September, 1991, through February,
1992, the utility's actual expenditures represented less
th?n 40% of what the utillity was ordared to spend. (TR
70

4. Required expendituras for maintenance up to February,
1992, were $8,670. Actual expenditures for maintenance
by February, 1992, were $3,291. (EX. 5, FJL-7)

$. The utilicty does not deﬁy it failed to expend funds
on praventative maintenance, but claims to have had cash
£low problems. (EX 6, pp. 31-32)

6. The utility has not submitted a written schedule to
the Commigsion showing what monthly maintenance will he
adopted, along with a statement of the reason such funds
were not expended, and a detailed statement of ite future
plans to maintain the system, and hasg, therefora,
violated the Commission's Orders. (TR 78-80; EX. 6, pp.
11, 31)

: Has the utility complied with Commission Orders
Nos. 24084 and 25296 with reaspect to the escrow
requirementa?

1. By Order No. 24084, the Commission required the
utility to escrow that portion of the rate increase
related to the pro fForma plant allowed and the #2,000
fine imposed, but suspended, until such time as the pro
forma plant was constructed and the Commission reviewed
the utilicy's quality of service. {TR. 80-81; EX S, FJL-
2, pp., 3, 29)

2. 1In Order No. 25296, the Commission recognlzed that
the utility did not comply with Order No. 24084 regarding
the escrow requirements in large paxt because many of the
utility's customers did not pay their water and
wastewater billa. However, the utility was admonighed
for unilaterally ceasing to eacrow without Commission
approval. The utility was ordered to immediately correct

ORDER NO. PSC-93-0542-FOF-WS
DOCKET NO. 90025-WS
PAGE 8

the deficiency in the escrow account, and to continue
placing the appropriate portion of revenues in the egscrow
account. (TR B0-81; EX 5, FJL-3, pp. 4, S5}

3. hs of HNovember 30, 1991, the utilivy had placed
$1,201 into escrow, or approximately $3,417 less than the
approprlate escrow amount of §4,618. (TR 81}

4. ne of September, 1992, the required escrow account
balance was $20,109, but the actual escrow account
balance was $9,251. (EX 5, FJL-8 (revised))}

5. The utility does not denX it has not escrowed the
raquirad amounte, but claims it has been unable to meet
the escrow obligation because of cash flow problems
resulting from the Chapter 11 filing wherein the utilicy
owner mugt escrow $886.08 to cover back real estate taxes
and must make payments {now delinguent) to the U.8.
Trustee. According to the utility, Richard D..Sims d/b/a
S&D Utility filed for. Chapter 11 bankruptcy on June 22,
19%82. (EX. 6, p. 31)

6. The utility has violated the Commisgaion's Orders
requiring that a set amount of funde be escrowed and that
the escrow account be brought up to the appropriate
palance. (TR 81; above citations)

ISSUE 6: What punitive action should the Commission take
against the utility?

1. The utility has failed to comply with Orders Woe.
24084 and 25296 regarding timely installation of water
metere, implementing specific directives to improve
quality of service, filing appropriate name change and
restructuring documents, meeting preventative maintenance
requirements, and escrow reguirements. [(See above
citations}

2. The utility should be fined in kthe amount of rate
base. ‘The Commission should initiate a proceeding to
reduce the utility's rates by the amount of proforma
plant and preventative maintenance expense that has not
been spent by the utility. The utilicty's certificate
ghould be revoked. (TR 84)
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3. Total rate basa, less the wastewater system proforma
allowances 1s $60,572. (EX 5, FJL-2, p. 36}

IIX. CONCLUSIONS OF LAW

The Florida Public Service Commission has
Jurisdiction over the subject matter of thils proceeding
pursuant to Chapters 120, 350, and 367, Florida Statutes,

In consideration of the évidence presented and the
above proposed findings, I make the following conclusions
of law, o

ISSUE 1: Did the utility timely comply with Commisaion
Orders Nos. 24084 and 25298 with respect to the metex
installatlon requirements?

No, utility did not timely install the meters. The
utility was in violatlon of Order Na. 25296 for 74 days.

ISSUE 2: Hasa the utility complled with Commission Orders
Nos. 24084 and 25296 with respect to improving its

-quality of service?

No. The quality of sexrvice is still unseatisfactory.

ISBUE 3: 1Ias the utilicy complied with Commigsion Orders
Nos. 24084 and 25296 with respect to the nama change and
restructure regquirements?

No.
ISQUE 4: Has the utility complied with Commliesion Orders
Nos. 24084 and 25296 with respect to the preventative
maintenance requirements?

No.
ISSUR S: Hae the utility complied with Commission Ordere
Nog. 24084 and 2529 with respect to the ascrow

requirements?

No.
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ISSUE _6: What punitive action should the Commission take
againet the utility?

The record supports fining the utility $6¢,572 and-
taking action to reveke the utility's certificate. The
record also supports tha Commission's initlating action
to reduce the utility's rates to remove from the rate
calculation all pro forma plant not constructed by the
utility and the allowance for preventative maintenance
not performed. ’

Chapter 367, Florida Statutes, bestows upon the
Florida Public Service Commission exclusive jurisdiction
over each utility with respect to its authority, service,
and rates. Section 367.011(2), Florida BStatutes,.
Further, section 367.011{3), Floxrida Statutes, declares,
"The regulation of utilities is declared to be in the
public interest, and this [Chapter] is an exercise of the
police power of the state for the protection of the
public health, safety, and welfare.” In order for this
Commisslon to prevent further violations of its
regulatory directives and to protect the health, safety,
and welfare of the customers of this utility, we £ind the
above punitive measures are necessary.

IV. RECOMMENDATION

In coneideration of the foregoing, I recommend that
the Commisgion enter an Order consistent with the above
findings and conclusions and racommend that the
Commisgion fine the utilicy $60,572, take action to
revoke the utllity's certificate, and initiate action to
reduce the utllity's rates to remove from the rate
calculation all proforma plant not constructed by the
utility and the allowance for preventative maintenance
not performed.

Upon conslderation, we £ind the Hearling Officer's findings to
be supported by competent substantial evidence in the record, and
therefore, adopt the Recommended Oxder in all respects except two.
The record reflects that the proceeding related to both the
utllity's water and wastewater certificates, and not juat one of
the utility's cercificates as the Recommended Order indicates.
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The second change that we believe is appropriate is that we
will not revoke the utility's certlificatea at this time, but will
initiate a proceeding to revoke the certificates. This is because
Section 367.045(6), Florida Statutes, provides that the Commlssion
shall give 30 days' notice before it initiates any such action.
This was not a proceeding initiated to revoke the utility's
certificates. During the 30 days £ollowing the notice, the utilicy
will have the opportunity to file an objection to the Commiasion's
notice of intent to initlate a revocation proceeding. If an
objection is received, we will sdet the revocation proceeding for
hearing at which time the utility will have the opportunity to put
on evidence that revocation of its certificates is not appropriate.
Based on the record in that -proceeding, the Commission will
ultimately determine if it is appropriate to revoke Shady Caka!
water and wastewater certificates.

Upon review and consideration of the caomplete record, we find
that Shady Oaks hae violated the provisions of Ordexr Nos. 24084 and
25296 and that it is appropriate to fine the utility $60,572, HWe
also find it appropriate to initiate a proceeding to revoke the
utility's water and wastewater certificates. Finally, we find it
appropriate to initiate action to reduce the utility's rates to
remove from tha rate calculation all pro Fforma plant not
conetructed by the utility and the allowance for preventative
maintenance not performed.

Pased on the foregoing, it is

ORDERED by the Florida Public Service Commission that each and
every finding herein is specifically approved. It is further

ORDERED that Shady Oaks Mobile-Modular BHstates, Inc., is
hereby Cined $60,572. It le further

ORDERED that this docket shall remain open for the proceeding
discussed in the body of this order. .
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By ORDER of the Florida Public Service Commission, thias 9th
day of April, 1953.

STEVE TRIBRLE,/Director
Division of-Records and Reporting

(SEAL)

5FS

NOTICE OF FURTHER PROCEEDINGS OR JUDICIAL- REVIEW

The Florida Public Service Commission is required by Section
120.59(4), Florida Statutes, to notify parties of any
adminietrative hearing or judicial review of Commiseion 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 conetrued to mean all requests for an administrative
hearing or judicial review will be granted or result in the relief
gought,

My party adversely affected by the Commission's final action
in thie matter may requeat: 1) reconsideration of the deciegion by
Filing a motion for reconsideration with the Director, Dlvigion of
Records and Reporting wlthin fifteen (15) days of the ipsuance of
thia order in the form prescribed by Rule 25-22.060, Florida
Administrative Code: or 2) judicial review by the Florida Supreme
Court in the case of an electric, gas or telephone utility ox the
Flrst District Court of Appeal in the case of a water or sewer
utility by €£iling a notice of appeal with the Director, Division of
Records and Reporting and £iling a copy of the notice of appeal and
the filing Eee with the appropriate court. This filing must be
completed within thirty (30) days after the issuance of this order, -
pursuant to Rule 9.11¢, Florida Rules of Civil Procedure. The
notice of appeal must be in the form specified in Rule 9.900 (a),
Florlda Rules of Appellate Procedure.
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In Re: Application for Staff- ) DOCKET NO. 900025-WS
Assisted Rate Case in Pasco } ORDER NO. PSC-93-1396-FOF-WS
County by SHADY OAKS MOBILE- )} ISSUED: September 27, 1993
MODULAR ESTATES, INC. }

)

The following Commissioners participated in the disposition of
this matter:

SUSAN F. CLARK
JULIA L. JOHNSON

QBDEB_QEHXIH§_HQIiQﬂ_IDB_BEQQNEIDERAIIQﬂ
BY THE COMMISSION:

Shady oOaks Moblle-Modular Estates, Inc., (Shady oOaks or
utility) is a class "C" water and wastewater utility serving a 242
lot moblle-modular home park located in Pasco County, south of the
city of Zephyrhills. On April 9, 1993, the Commission issued Order
No. PBC-93-0542-FOF-W8 fining Shady Oaks $60,572 and ordering that
a proceeding to ravoka Shady Oaks' water and wastewater
certificates be initiated. on April 26, 1993, Shady Oaks filed a
Motlon for Reconsideration of Order No. PSC-93-0542-FOF-WS.

shady Oaks' Motlon makes one basic argument: the fine lmposed
was too high. In Order Ho. PSC-93-0542-FOF-WS, the Commission
imposed a fine of $60,572 which was an amount "equal to rate base."
shady oOaks concedes in its Motion that a fine is appropriate.
However, Shady Oaks believes that its conduct was not “egreglous®
enough to warrant the fine imposed. Specifically, the utility
states:

The Commission's decision to fine this utllity in an
amount "equal to rate base" is greossly disproportlionate
to any egreglous conduct on the part of the utillity which
was established by the facts in the hearing f(which the
u d ven attend), 1s contrary to the spirit of
Chapter 367, Fla. Stat,, and exceeds the Commission's
authority. (emphasis added)
-

Perhaps the most telling statement in Shady Oaks' Motion is the
phrase underlined above. The utility did not atfend the hearing in

this matter-—a hearing which the utllity had requested. Shady QOaks
goes on to state that a much smaller f£ine would be more appropriate
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to achieve what it beslieves should be the purposes of a fine "given
tha resources of thls utility and its owner. . . .,"

Shady Oaks argues that the fact that this fine ja clearly
punitive somehow makes 1t Inappropriate. The Commission's
authority to penalize a utility emanates from Section 367.161,
Florida Statutes, set forth below:

(1) 1If any utility, by any authorized officer, agent, or

employee, knowingly refuses to comply with, or willfully

oo viclates, any provislon of this chapter or any lawful

rule or order of the commission, such utility shall incur

a penalty for each such offense of not more than $5,000,

to be fixed, imposed, and ccllected by the commigsion. .

Each day that such refusal or violation continues
constitutes a separate offense. . . .

{(2) The commission has the power to impose upon any
entity that is subject to its jurisdiction under this
chapter and that is found to have refused to comply with,
or to have willfully viclated, any lawful rule or order
of the commission or any provision of this chapter a
penalty for each offense of not wore than $5,000, which
penalty shall be fixed, imposed, and collected by tha
commission; or the commission may, for any such
vioclation, amend, suspend, or revoke any certificate of
authorization issued by it. Each day that such refusal
or violation continues constitutes a separate offense. .

. .

The Commissicn's authority to penalize a utility found to have
willfully violated jts orders could not be more expressly provided.
This authorlty to penalizae is intended to secure compliance with
commission statubes, rules and orders both by encouraging an
individual utlility to comply with Commission statutes, rules and
orders and also by letting other utilities know that the Commisslon
has the power to enforce these statutes, rules and orders, This
decision regarding Shady Oaks lets them know that the Commission
will exercise such power when it is necessary. L

Thi= is a large fine in relation to the size of the utility.
However, it is not a large fine in relation tc the conduct of the
utility. We hereby deny Shady Oaks' Motion for Reconsideration of
order No. P5C~93-0542-FOF-WS as it has raised no error in fact or
law which the Commission failed to consider in its declsion.
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The utility, subsequent to jits submission of its Motion for
Reconsideration, submitted a letter, dated June 18, 19593, which
reflects that it will complete certaln requirements that were the
subject of the proceeding that resulted in Order No. PSC-93-0542-
FOF-WS and which have been outstanding for a long time. However,
the time frames included in the letter do not provide any real
assurance that the utility intends to rectify these long-standing
preblems immediately. Therefora, we find that the utility's
additional letter proposing certain time frames for specific
actions does not support the utllity's Motion for Reconsideraticn.

However, we recognize that the fine is a large amount and that
the ultimate goal of this proceeding was to assure that this
utility would be operated appropriately. Alsc, we have already
decided that a revocation proceeding should be initiated.
Therafore, we believe that, if the utility were to be transferred
to soma other owner that would assure that it would be run
appropriately, it would be reasonable to suspend the fina,
Therefore, we will suspend the fine if tha utllity submits a
completad application for transfer or cancellation of its water and
wastewater certificates within 120 days of the imssuance of this
order.

Based on the foregoing, it is, therefore,

ORDERED by the Florida Public Service Commission that Shady
oaks Moblle-Modular Estates, Inc.'s Motion for Reconsideration of
order NHo. PSC-93-0542-FOF-WS is hereby denied. It is further

ORDERED that if the utility submits a completed application
for transfer or cancellation of 1ts water and wastewater
certificates within 120 days of the issuance of this order, the
560,572 fine shall be suspended.

By ORDER of the Florida Public Service Commissicn this 27th
day of Septenmber, 1993. '

Divislon df-#ecords and Reporting

(SEAL)
SFS
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HOTIC F PROCEEDINGS OR c

The Florida Public Service Commission is requlired by Section
120.59(4), Florida sStatutes, to notify partles of any
administrative hearing or judicial review of Commission orders that
is available under Sections 120.57 or 120.68, Florida Statutes, as
wall 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} reccnsideration of the decision by
filing a motion for reconsideration with the Director, Division of
Records and Reporting within fifteen (15) days of the issuance of
this order in the form prescribed by Rule 25-22.06¢, Florida
Administrative Code; or 2} judicial review by the Florida Suprema
Court in the case of an electric, gas or telephone utility or the
First District Court of Appeal in the case of a wataer or sewer
utility by filing a notice of appeal with the Director, Division of
Records and Reporting and filing a copy of the notice of appeal and
the filing fee with the appropriate c¢ourt. This filing must be

" completed within thirty (30} days after the lssuance of this order,

pursuant to Rule 9.110, Florida Rules of Civil 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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Aselated Rate Case in Pasco } ORDER NO. P8C-593-1733-FOF-WS
County by SHADY OAKS MOBILE- } I8SURD: 12-01-93
MODULAR ESTATES, INC. ).

)

The following Commissiunera participated in the disposition of
this matter:

-"SUSAN F. CLARX
JULIA L. JOHNSON

BY THE COMMISSION:

NOTICE I8 HEREBY GIVEN by the Florida Public Service
commission that the action discussed herein, except for the
allowance of tha current rates to remain in effact in the evant of
a protest, is preliminary in nature and will become final unless a
person whose interests are advaersaly affected £lles a petition for
a formal proceeding, pursuant to Rula 25-22.029, Florida
Administrative Code.

BACEGROUND

Shady Oaka Mobila-Modular Eatates, Inc. (Shady Oaks or
utility) Is a Clasa C water and wastewater utility located in Pasco
County. BPBased on information contained in the utility's 1992
annual report, the water system generated operating ravenues of
$21,899 and incurred operating expenses of $35,756, rasulting in a
net operating loss of $13,857. The waastewater system generated
operating revenues of §43,467 and incurred operating expenses of
$38,099, resulting in a net operating income of $4,564.
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On March 7, 1989, the utility signed a Consent Final Judgment
with the Department of Bnvironmental Protection (DEP), The utility
agreed to construcet an additional effluent Adigposal system, to
eliminate diacharge from the plant, and to establish a new
percolation pond. The utility agreed to submic an application for
a construction permit within 60 days of tha date of the oxder.

On January 10, 1990, Shady Oaks applied forx the instant staff-
apeisted rate cama. On PFebruary 8, 1991, the Commission isaued
proposed agency action Order No. 24084, which approved a rate
increase and required the utility to do the following:

1) File a request for acknowledgement of a restructure and

a pame changaj ) ’
2) Bring the guality of pervice to a satisfactory level)
3) Spend at least 85 percent of the allowance for
preventative maintenance, orxr submit a written echedule
showing what monthly maintenance will be implemented,
along with a atagement of ths reasona such funds were not
spent for preventativae maintenance;
4} Inetall matera for ‘all of lta customers; and
5) Becrow A& certain portion of the monthly rates,

The utility was also althorirzed to charge flat rates for six
months, at the end of which time the base facllity charge rate
gtrxucture bacame effectiva. In that case, the base facllity charge
rates automatically became effective on October 1, 1951,

On March 1, 1991, several utility customers timely filed a
protest to Ordex No. 24084, In their protest, the customers
objected to the location of the percolation pond proposed by tha
utility. Because we have no jurisdiction to dictate ths location
of the proposed parcolation pond, by Order Wo. 24405, ipsued April
22, 1991, we dismissed the protest and revived Order No. 240084,
making it Ffinal and effective.

Oon June 24, 1991, in response to a suit filed by the
homeowners, Judge Lynn Tepper with the Circult Court of the Sixth
Judicial Clrcult in and for Pasco County, Florida, granted an
emargency temporary Injunction enjoining and restraining the
utillity from charging or attempting to collect the new utility
rates.
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on July 5, 1991, Judge Wayne L. Cobb with the Circuit Court of
the Sixth Judicial Clrcuilt in and for Pagoo County, Florida, lasued
an Order to Show Cause why Shady Oaka should not be punished for
contempt of Court for willfully and deliberately viclating a 1983
order of the Court that prohibited the utility fxom charging moxe
than §25 psr month as a sexvice maintenance fea (which included the
proviagion of water and wastewater service). The July 5, 1991 ordar
further enjoined the utility from collecting the utllity rates
establishad by this Commission and ordered that the $25 per month
service maintenance fee be tendared to the Clerk of the Circuitk
Court. In August 1991, both injunctions were lifted and the
utilicy wae able to begin collecting revenues. '

The utilicy never aprlied for ita construction permit as
required by the Consent Final Judgment. Therefors, on July 8,
1991, a8 a result of a stipulated settlement of a motion for
contempt brought against the utility by DEP, Judgs Lynn Tepper
ordered the utility to interconnect its wastewater aystem with
pPasco County, rather than construct new disposal facilitiesa. The
utility was given six monthe from tha date of the order to complete
the interconnection. The utility haas falled to intarconnect ics
wastewater system to Pasco County; therefore, it is in vieclation of
a court order. In addition, the utility wee operating without a
permit from DEP. .

On November 4, 1991, the Commission issued Ordex Wo. 25296,
which determined the utility's noncomplianca with Order No. 24084.
Order No. 15296 required tha utility to:

1) Bubmit all necessary information for changing 1its

. caertificated name, or revert to operacing under its
currently certificated name;

2) Immadiately place in the escrow account all funds
necessary to bring sald account to its propex balanca;

3} Inatall water meters for all of its customers; and

4] Improve the quality of esexvice and intexconnect with the
Pagco County wastewater treatment system;

Because numerous customers did not pay their utility bills aa
a result of a court dispute over tha utility’s ratee, Orderx No.
25296 allowed the wutlllty to charge tha flat xates for an
additional five montha. Beginning in December 1991, the utility
oncae again began charging flat rates.
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. On May 14, 1992, the Commission issued two additional orders
in this casa. By Order No. PSC-92-03)67-FOF-WS, the Commlsaion
imposed a $2,000 fine that had been previocusly suapended, and
ordered the utility to show cause why it ehould not ba fined for
each item of noncompliance found in Orders Noa. 24084 and 25296,
At the utllity's request, these matteére were set for hearing. By
Order No. PSC-92-0356-FOF-WS, the Commiesion oxdered the utiliry to
igaue credits to those customers who had pald a dalinquent
purchased powar bill for the utilicy.

In Juna 1992, ths utility completad the installation of all of
the required water metera. By Order No. PSC-92-0723-FOF-W8, issued
July 28, 1992, the Commiseion ordered the utility to implement the
base facility and gallonage charge rates that had been approved in
Order No. 240084. The utility implemented the new rates effective
September 25, 1992,

In July 1992, the utility requested that the escrow
ragquiraemente set forth in Ordera Nos. 24084 and 25296 be suspanded
for a pariod of meveral months. BI Order No. P8C-92-1116-FOF-W3,
issued October 5, 1992, the Comnmission denfed the utility's reguest
to eusgend the sscrow agcount requirements. On October 26, 1992,
the utllity timely filed a protest to that Order.

A hearing regarding the utility'a noncompliance with Orders
Nos. 24084 and 25296 wae held on January 7, 1993 in Zephyrhills,
Florida. The utility, although it requested the hearing, did not
attend the hearing. By Order No. PSC-93-0542-FOF-W3, issued April
9, 1993, the Commigsion:

1) Fined the utility in the amount of irs rate base;

2) Ordared that a proceeding be initiated to reduce the
utility's ratee by the amount of pro forma plant not
constructed and the amount of preventaclve maintenanca
not apent; and

3} Ordared that revocation proceedings be initiated.

The utility filed a Motion for Reconsideration of Order No. PSC-93-
0542-FYOF-W3. However, the utility's Motion for Reconsideration was
denied by Order No. PSC-93-11396-RFOF-W3, issued September 27, 1993.
In accordanca with Order No. PSC-93-0542-FOF-WS, Docket No, 930944~
W9 has bean opened to initlare proceedinge to revoke the utility's
watar and wastewater certificates.
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In preparation for the prehearing relating to the escrow
requirements, Commlaeaslon staff met with the utilircy in an attempt
to resolve cextaln concerns of the ‘utility. Specifically, the
utility contended that it was wunable to meet its eacrow
requirements due to & shortfall in revenuas collected, This
Commiesion agreed to have staff raview the utility's contended
revenue shortfall wlithin the context of the proceeding to reduce

"the wutility's rates. .Consequently, the utility withdrew ics

escrow-related protest. Therafore, the prehearing and hearing

‘relating to the emcrow accounts were cancelled by Order No. PSC-93-

0777-PCO-WS, issued May 20, 1953,

This Order addressea tha raeduction of the utllity's rates by
the amount of pro foxma plant not conatructed and the amount of
prevantative maintenance not spant,-and the appropriate disposition
of all escrow-related monies.

BATE BASE

Our calculation of the approprlate rate base for the purpose
of this proceeding is depicted on Schedule No. 1, and our
adjustments ara itemized on Schedule No. 1-hA. Those adjustmenta
which are salf-explanatory or which are essentially machanical in
nature are reflected on those schedulea without further discussion
in tha body of this Order. The major adjustmenta are discuasad
below.

In accordance with Ordex No. PSC-93-0542-FOF-WS, we have made
geveral adjustments to the pro Eorma allowances reflected in Oxder
No. 24084, ’

Hatexr Systam

By Order No, 24004, we approved a $29,812 balance forx tha
water eystem. Thie balance included an allowance of $18,500 in
plant in service for the pro forma installation of water meters,
and an allowanca of §1,092 for the additional accumulated
depreciation assoclated with those meters. The water meters were
installed in June 1992. Rased upon our raview of the contracts
asgociated with the meter installations, the actual cost of tha
water meters was $21,530. Therefore, wa £ind that an adjustment of
$3,030 ($21,530 - $18,500! to plant in servica reflecting the
additional cost of the meters, and a corresponding adjustment of
$179% to the acoumulated depreciation account, ia appropriate. 1In

ORDER NO. PSC-93-1733-FOF-US
DOCKET NO. 900025-W3
PAGE 6

consideration of the foregoing, the appropriate rate base balance
for water 1s $32,663.

Haatewater Syatem

By Order No. 24084, we approved a $204,157 balance for tha
wastewater system. This balance included a net pro forma allowance
of $173,397, itemized as follows: 1} $127,265 for pro forma plant
additions; 2) $50,841 for a pro forma land addition; and 3) $4,709
for the additicnal accumulated depreciation asaociated with the pro
forma plant in service allowance. Because the utility falled to
conatxuct any of the pro forma additions allowed by Ozder No.
24084, pursuant to Order HNo. PSC-93-0542-POP-WS, we find it
approprlate to remova the aforementioned items from the rate base
calculation. JIn consideration of the foregoing, the appropriata
rate base balance for wastewater is $30,760, .

REDUCTION IN RATES
We believe that reducing the utility*s xates based on a strict
adharence to Order No. PSC-93-0542-FOF-WS would jeopardize the
financial viability of the utility. Therefore, in arriving at our
adjustments and finding below, we have reviewed the utility's
revenues, expenses, and consumption data for the most recent . 12-

month period available, which is June 1582 through May 19%3. . A
discussion of the adjustments to revenues and expenses follows..

Opsrating Revenues

For the period of June 1992 through May 1993, the utility's
revenues were $18,960 for the water system and $36,144 for the
wastaewater syastem. These amounts are less than the correaponding
amounts of $32,639 and 362,779, respectively, that ware
contemplated in Order No. 240084.

Thia revenue shortfall is attributable to conversion from a
flat rate etructure to a base facllity and gallonage rate
structure. Since the utilicy did not have metered consumption at
tha time the rates ware set in Order No. 24084, we had estimated
the =snnual consumption based on standaxd engineering crireria.
However, the actual consumption 1s approximately 1/2 less than what
waa projected, which has led to the utility collecting lsss
ravenues than was anticipated., Por purposes of calculating the
rate reduction for this Order, we find that the appropriate
revenues are §18,%960 for water and $36,144 for wastewater.
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Operating Expenses

He beliave it i1a inappropriate to review tha utility's
rovenues or cash inflows without also reviewing tha utilicy's
experises or cash outflows. Therefore, we reviewed the utility's
expenses for the periocd of June 1992 through May 1393, and made
numerous adjustmente to those amounts recorded by the utility. A
discussion of the adjustments follows. .

operation and Maintenance (OfM! Expenses

. The utilicy recorded water system expenses of $21,568 and
wastewater system expenses of $30,075 during the period, for a
combined pystems total of $51,643.° We examined each O&M expanse
account, and compared the utility's allocations to thoss approved
in Order No. 24084. There wera numerous adjustments that wera
nacesaary to be consistent with the allocationa in that Order., In
addition, wa have reviewed and reclassified all expenses xelated to
prior periods, and disallowed all nonutility expensas.

Bagsed upon a review of these expenses, we believe it is
approprlate to reclassify a combined systems total of $20,81) of
these expanses as aithaer nonutility or prior perlod expenses. We
also made other adjustments and reclassifications to thes various
O&M expense accounts, most notably to the salaries accounts for the
respsctive systems.

The utility recorded salaries of employees and officers of
$7,418 for the water system and $7,388 for the wastewater system
during the period. However, these amcunts reflsct the net, rather
than gross, salaries amounta. We have adjuested thaese totals to
reflect the proper groas salarles for each system.

In addition, the utility aleo racorded a combined systema
total of §5,716 as owner's drawe. The majority of this amount (90
percent] representa checks that were made out aither to cash or to
Mr. 8ims, the owner of tha utility., Wa find that it is appropriate
to reclassify tha entira amount classified as owner's drawe to
palaries for both the water and wastewater systems, )

The adjustmanta and reclassification result in salaries
expenaes of 9%10,576 for the water system and $9,946 for the
wagtewatpr system. Howaver, the total salaries for both employees
and officers allowed in Oxder No. 24084 are $6,000 for the water
system and $4,800 for the wastewater aystem. Therefore, we have

ORDER NO. PSC-93-1733-FOF-WS
DOCKET NO. 9500025-HS
PAGE 8

reduced the total salaries amounts racorded by the utility by a
total of $9,722 to reflect the allowances in. Order No. 24084,

As a result of tha adjustmentas and reclassifications to the
various O&M accounts, the resulting O&M axpense balances are
$14,418 for the watexr system and $12,796 for the wastewater system.
Based on information obtained from the utility, theesa balances,
which are less than tha balancea in Order No. 24084 even if all
preventative maintenanca allowancaes are excluded, do not include
any praeventative malntenance expenses, Therefore, no further
adjustments were made to these expenses.

Repreciation Bxpense (Net of CIAC Bmortization]

The amount allowed in Order No. 24084 for depreciation
expense, net of CIAC amortization, for the water system is §1,533,
As discussed earlier, we found it appropriate to lncrease the water
system plant in service balance by $3,030 to reflect the additional
cost of meters not reflected in Order No. 24084. Depreciation
expense for the water system as reflected in Order No. 24084 must
alsc be Increased by $179 to reflect the corresponding expanse

associated with the additional metera allowanca. ‘The redulting
depraclation expense for the water eystem ts $1,712. .

The amount allowed in Order No. 24084 for depreciation
expenge, net of CIAC amortization, for the wastewater system is
46,233, hs discussed earlier, wa found it appropriate that the
wastewater system plant in service balance be reduced by $127,265
te remove pro forma plant additions not yet constructad:
Therafoxe, depreclation expensa for Ltha wastewater aystem as
reflected in Order No. 24084 must also be decreased by 34,709 to
reflect tha corresponding expense associated with the reduction to
plant in servica. The resulting depreciation expensa for the
wastewater system ls §1,524.

amortization Bxpensa

In Order No. 24084, it was contemplated that the utilicy would
retire the land associated with the existing percolation pond, and
would recognize an amortized galn of $2,3B6 for rate setting
purposes, ‘lHowever, since the utility has neither constructed new
facllivies nor raetired its existing facilities, we have removed the
galn from the revenue requirement calculation.
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Taxeg Othexr Than Income Taxeg

The amount allowed in Order No. 24084 for taxes other than
income taxes for the water system was $2,090. We rxemoved the
regulatory apaessment feee associated with the revenue requirement

reflected Iin the Ordar, and added the corrssponding fees associated |

with our approved revenues. Therefore, the appropriate balance for
the water gyatem is $1,474,

The amount allowed in Order No, 24084 for taxes other than
‘income taxes for the wastewater system wag §5,318. We removed tha
regulatory assessment fees associated with the ravenue requirement
reflected in the Order, and added the corresponding fees assoclated
with our approved revenued. After reducing tha balance by the
amount of f[ees associated with our revenua reduction, the
appropriata taxes other than income taxes balance for the
waptewater syatem ls $1,728.

REVENUE REOUIREMENT

Based upon our review of the utility's books and records and
based upon the adjustmentd diacuseed abave, we find that thas
appropriate revenue requirements are $18,960 forx water and §22,366
for wastewater. The revenue regquirement for the water system will
allow the ucility the opportun?:y to recover its utllity-related
operating expenses and earn a 4.15 percent return on its
invastment. Furthermors, the revenus requiremant for the wastewater

‘ aystem will allow the utility the opportunity to recover its
utility-relatad cperating expenses and earn a 20.54 percent return
on 1ts investment. The revenus requirements for the respective
aystems, on a conbined basis, will allow tha wutility the
opportunity to recover its utllity-related oparating expenses and
earn its authorized return of 12.10 parcent.

RATES AND CHARGEL

. Conalstent with che use of current ravenues &and expenses
during the most recent 12-month pericd, we £ind it appropriate that
the rates be based on factorad equivalent residential connectione
(BRCs} and actual gallons sold to customers during the same period.
Approximately 67 pearcent {or $12,642) of the water revanuas
requirement 1e associated with the fixed coste of providing
service. These fixed costs are recovered through the bage tacility
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charge bassd on the annualized nueber of factored BRCs or 2,172
BRCs. The remainlng 23 percent [or $6,317) of the water revenus
requirement represents the variable coste of providing smervice,
which are recovered through the consumption charge based on
6,497,300 gallons sold during the 12-month period.

hpproxiimately S50 percent (or $11,100) of the wagtewater
revenue réguiremant 18 associated with the £ixed coats of providing
sarvice. These fixed ¢osts are recovered through the base facility
charge based on tha annualized number of factored ERCe or 2,148
BRCa. The remaining 50 parcent {or $11,26§) of the wastewatex
revepue requivement represents the variable costs of providing
service, which are recovered through the consumption charge based
on 4,802,875 gallons treated dQuring the 12-month period.

Barssd on the foragoing, we find that the appropriate rates are
bape facility and gallonage charges of §5.82 and £0.97,
reapactively, for the water system, and corresponding charges ot
$5.17 and $2.35, rvespactively, for the wastewater system. Our
approved rates and chaxges are set forth below. '

MONTHLY RATRS - WATER
Ragigantial and Geperal Sgrvice
Cowmigsion
Cuxrent hpproved
Baee Facllity Charge: ~Baktes
lzew:
/8" x 3/4% $ 6.3 $ 5.82
i/4n 9,51 8.73
L) : 14.84 14.85
1 1/2 29.01 29.10
2" 46.02 46.56
3" 91.36 . 93.13
4" 142.36 142.52
6" 284.05 291.03
Congsumption Charaa:
Par 1,000 Gallons 5 1.39 § 0.97
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MONTHLY RATEJ - WASTEWATER
Reaidential and denaral Sexvice
Commiesion
-- Currant Approved .
Bape Facility Chaxge: ~Bates . _Ratea
Maker 8izeq:
5/8* x 3/4* $ 12.50 $ 5.17
3/4 18,75 - 7.75
i 31.08 1%2.92
11/2» 62.02 15.84
a- 99.15- 41.34
3- 398.16 84.68
4" 309.55 125.20
a" 618,36 258.39
Per 1,600 Gallons )
Reaidential :
{6,000 gal, max) $ 2.63 g 2.35
Gengral Saervice 4 3.15 2.81
ESCROW ACCOUNT

The balance in the escrow account as of June 30, 1993 is
$9,434, and the appropriate balance in the escrow account as of
that date is $30,450, Becauss we do not have the information from
the utility necessary to calculate the appropriate balance in the
@HCcrow account as of the date of our vota on October 18, 1993, the
utility shall, within 30 days of the effactive date of this order,
provide us with all of the documents necessary to calculate thae
appropriate balance in the escrow account aa of Qctobar 19, 1993,

An analysis of the escrow account as of Juna 30, 1993, is
shown on 8Schedule No. 2.

Dispoajtion of Eacrow Accounkt

As shown on Schedule No. 2, the utility has failed to maintain
the ascrow account at its proper balance., As ordered earliexr, the
utility shall provide our Staff with all documents necegsary to
calculate the appropriate balasica in the escrow account (and the
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total related underfunding of the escrow account) as of October 19,
1993. Due to the underfunding of the escrow account, we find that
it ies appropriate that the utility refund to its cuatomere the
entire balance of all monles currently in the escrow account within
30 days of the effective date of this order.

The total calculated underfunding of thea escrow account, less
the pro rata shara of tha eacrow requirement relating to tha pro
forma water metersg, shall be rafunded to the ucllicy's customers in
the foxrm of credite on the cuatomers' bille. The refund shall be
pald with interest, calculated pursuant to Rule 25-30.360{4},
Florida Administrative Code. The pro rata share of the escrow
regquirement raelating to the pro forma water meters sghall be
ecredited to the utility to recognize the porticn of the esacrow
requirement relating to the pro forma water meters. Since all pro’
torma items have been removed from the rates, there is no longer a
need to escrow funds. Therefore, the appropriate escrow
requirement on a prospectiva basis is $§0. .

Although we lack the information nacessary to calculate thas
appropriate balance in the escrow account as of October 19, 1993,
we estimate that the addicional underfunding in the aacrow account
for the period of July 1993 to October 19, 1993, iam spproximately

-$3,000. Therafore, an estimate of tha total underfunding in the

escrow account 1le approximately $24,000 ($21,016 from Bchedule No.
2 + $3,000). Howaver, as discussed earlier, the pro rata shara of
the escrow requirement relating to the pro forma water meters shall
be credited ta tha utility to recognize the portion of the escrow
requirement relating to the pro forma water meters. This will
glightly raduce the total amount to ha refunded to the customers.

The net operating income for the combined systems 1s $7,674
{$1,356 for the water system and $6,318 for the wastewater systemj,
Wa find that the utility ehall apply all of its net operating
income to the customer refunds. Based on tha total estimated
amount the escrow account is underfunded and the nst operating
income available to apply toward refunds, wa £find that the
appropriate length of time for the utility to refund ia 36 month
(924,000 / §7,674 # 12). .

In order for our Staff to adequately monitor these refunds,
the utility shall file monthly reporte wich the Commipsion, due no
later than 20 days after each monthly billing. These reports shall
indicate the actual consumption for each customer for the most
recent perlod, the amount credited to each customer for the most
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recent period, and the resulting amount actually billed to each
cugtomer. These reports ehall be filed each month until the
appropriate total refund associated with the eacrow underfunding
has been made.

EEFECTIVE DATES

Thia Order proposes-a decrease in water and wastewater ratas.
A timely protest might delay what may be a justified rate decrease
regulting in an wuarefundable overcharge to tha cuatomars.
Therefora, in the avent of a protest, the current rates shall
remain in effect pending the remolution of the protest. The
portion of the current rates in exceas of the rates proposed herain
ghall be held subject to refund, with interest, on a Ltemporary
baeie, pending the resolution’ of ‘the protest. If the proposed
rates are approved, the portion of the current rates collected by
the utility in excesa of the proposed rates shall be subject ta the
refund provisions discussed below,

The utility whall be authorized to continue collacting the

‘current rates upon the Staff's approval of security for both the

potential refund and a copy of the proposed customer notice. Tha
pacurity shall be in the form of a bond in the amount of §9,360.
The bond shall contain wording to the effact that it will be
terminated only under the following conditions;

1]7 The Commission denifes the rate decrease; or

32) If the Commission approves tha decressa, the utility
ahall refund the amount collacted that is attributable to
the decrease. '

. In no instance should the maintenance and administracive costse
associated with the refund be borne by the customers, Thesa costs
ara the ragponsibility of, and should bs borma by, the utility. An
account of all monies received should be maintained by the ucilicy.
This account must gpecify by whom and on whose behalf such monies
were pald. If a refund is ultimately required, it shall be paid
with interest calculated pursuant to Rule 25-30.360(4), Florida
Administracive Code.

The utility shall maintain a record of the amount of the
security provided, and the amount of revenues that ars aubject to
refund. After Lhe decreased rates are 1in effect, the utllity
should file reports with tha Division of Water and Wastewatar no
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later than 20 days after each monthly billing. These reports shall
indicate the amount of revenue collected under the current rates a&s
well as what would have been collected under the decreased rates.

In the event no protest 18 received, the revieed rates shall
be effective for meter readings taksn 30 2ays on or after the
atamped approval date on the revised tariff sheets. Tariff sheets
will not. be approved until Stalf verifies that the tariff sheets
are conslatent with the Comnigsion's decieion, and that the
propoeed customer notice is adequata.

This docket shall remain open pending receipt of all the

. documentation neceasary to calculate the appropriate balance in the

escrow account as of October 19, 1993, and alsc to allow Staff time
to meniter the refunds.

Paged on the foregoing, it is, theraefore,

ORDERED by the Florida Public Servica Commission that each of
the findings made in the body of this Order is hereby approved in
avary raspect. It is further ; .

ORDERRD that all matters contained in the body of this Orxder
and in Schedulas attached hareto ara by refaerenca lncorporated
herein. Xt ia further ; :

ORDERED that Shady Oaks Moblle-Modular Eatates, Inc.'s rates
shall be reduced to the extent set Forth herein, to reflect removal
of pro forma plant not constructed and preventative maintenance not
ppent. It is further

ORDERRD that Shady Oaks Mobile-Modular Estates, Inc., shall,
within 30 days of the effective date of this order, provide the
Commission Staff with al)l of the documents necsasary to calculata
the appropriate balance in the escrow account as of October 19,
19%3. It 43 further

ORDERED Lhat Shady Oaks Mobile-Modular Estates, Inc., refund
to its customera the entire balance of all monles currently in tha
eacrow account within 30 days of the effective date of this order.
It is further

6RDBRBD that the total calculated underfunding of the escrow
account, lees the pro rata share of the escrow requlrement relating
to the pro forma water meters, ghall be refunded to the utlliry's
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customers in the form of credits on the customers' bills. The pro
rata share of the escrow regquirement relating to tha pro forma
water meters shall be credited to the utility to raecognize the
portion of the escrow requirement ralating to the pro forma water
metera. It ls furthex

ORDERED that the refund shall be paid with dinterest,
calculated pursuwant to Rule 25-30.360(4), Florida Administrative
Code., It is further : .

ORDERED that Shady Oaks Moblile-Modular HEstates, Inc., shall
fila monthly reports with tha Commission, due no later than 20 daya
after each monthly billing. - Thase reporta shall indicate the
actual consumption for each customer for the most recent period,
the amount credlted to each ciustomer for tha most recent perioed,

ind the resulting amount actually billed to sach customer. These’

reports shall ba filed each month until the appropriate total
refund mssociated with the escrow underfunding has been made. It
1s further o

ORDERED that the provimlons of this Ordex, are 1issued aa
proposed agency action, except for the allowance of tha current
rates to remain in effect in the event of a protest and with the
difference in the proposed rates and the current rates held subiact
to refund, shall become final and effective unless an appropriate
petition, 1in the foxm provided by Rule 25-22.036, Florida
Administrative Code, 18 receivad by tha Director, Division of
Racorda and Reporting, 101 Bast Gainea Streat, Tallahassee, Florida
32399-0870, by the close of buginess on the date set forth in the
aNotice of Further Proceedings or Judicial Review" attached hereto.
It ie further :

ORDERED that, in the event of a proteast, the current rates
ghall remain in affact pending the resolution of the protest. Thse
portion of the cucrent rates in excesa of the rates proposed harein
shall be held subject to refund, with interest, on a temporary
basis, pending the resolution of the protest. If the proposed
rates are approved, the portion of the current xates collected by
the utilicy Iin excesa of the propoamed rates shall be subject to the
refund provisions discussed herein. It is further

OHDBRED that, in the event of a protest, Shady Oake Mobile-
Modular Estates, Inc., shall ba authorized to continue collecting
the current rates upon the Staff's approval of security for both
the potential refund and a copy of the proposed customer notica.

ORDER NO. PSC-93-1733-FCF-WS
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The security shall be in the form of a bond in the amount of
$9,360. It is further

ORDERED that in the svent no protest is received, the revised
rates shall be effective for metexr readings taken 30 days on or
aftar the stamped approval date on the revised tariff sheetas. It
is further

ORDERBD that the tariff sheets will be approved upon Staff's
varification that the tariff sheats are consistent with the
Commission's decision, that the proper security for rafund has baeen
grovidad, and that the proposed customar notice is adaguate. It is

urther

ORDERED that this docket remain open pending receipt of all
the documentation necessary to calculate the appropriata balance in
the eacrow account as of October 19, 1593, and also to allow Scaff
time to monitor the rafunds. .

By ORDER of the Florida Public Service Commission, this 1at
day of Daecembar ., 1923 . I

STRVE TRIBBLE, Director
Division of Recorde and Reporting

(S BAL)

LAT/dr : by-_[.éﬁtﬂi-:j&
Chikf, Bureau dt Records

HOTICE OF FURTHER PROCEEDINGS OR IDICIAL REVIEW

The Florida Publlic Service Commission is required by Section
120.59{4}, Florlda Statutes, to notify parties of any
adminietrative hearing or judicial review of Commiesion ordere that
is available under Sections 120.57 or 120.68, Florida Statutes, as
well as the procedurea and time limits that apply. This notice
should not bes construed to mean all requests for an administrative
hearﬁng or judicial review will be granted or result in the reliet
sought. -
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The action proposed hereln, except for the allowance of the
current ratea tao remain in effect in the event of a proteat, is
preliminary in nature and wlll not become effective or final,
except as provided by Rule 25-22.029, Florida Administrative Code,
Any person whose substantial interests are affected by the actlon
proposed by this order may file a petition for a formal procesding,
as provided by Rule 25-22.029(4), Florida Administrative Coda, in
the FfForm provided by "Rula 25-22.036(7)(a} and (f}, Plorida
MAdministrative Code. This pestition must be xeceived by the
Dicector, Divieslon of Racords and Reporting at his office at 101
Baat Galnes Btreet, Tallahassea, Florida 32399-0870, by the close
of buainess on December 22, 1933.

In tha absence of such & petition, this order shall become
effective on the day subsegquent to thea above date as provided by
Rule 25-22.039(6), Florida Administrativae Code.

‘any objection or protest flled in this docket bafore the
lsauance data of thie order is considered abandoned unlesg 1t
satiafiea the foregoing condiricons and 18 renewed within the
specifled protest parlod,

If this order becomes final and affective on the date
described above, any party adversely affected may request judicial
review by the Florida Supreme Court in the case of an electric, gas
or telephone utilicy ar by the Firat District Court of Appeal in
the case of a water or wastewater utility by filing a notice of
appeal with the Dirxector, Division of Records and Reporting and
tiling a copy Of tha notica of appeal and the filling fee with the
appropriate court. This filing must be completed within thirty
(30) days of the affective date of this order, pursuant Lo Rula
9,110, Florida Rules of Appellate. Procaduxe. The notice of appeal
must be in the form specf&ied in Rule 9.900(a}, Plorida Rules of
Appellate Procedure.
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SHADY DAKS MOBILE -MODULAR ESTATES, ING.

DOCKET HO. 900023 W3
TEST YEAR ENDED JUNE 30, 1390

Account Tltls

o
Depracisbis Plant In Servica

Land and Land Righis

Plant Held tor Fuluie Use
Contrlbutiana In Ald of Gonatrucilon {GIAC) -
Accumulelad Deprecintion

Acsumulated Amortizadon of CIAG

Woeking Caphsl Allowance

SCHEDULE NO. 1
Page 1 of 2

—=— WATER SYSTEM —~—

Pio Foema Adjustments o
Test Yaar Commlssion—
per Order Appraved

Ho. 24084 Bwlance

LES-3 ¥ 3 J EE R 1 2 E.F F 1 J

56,372 303 A
130 [}

0 0
{26,103 (]
{10,028} {179) ©

5.663 Q
3,176 0
23812 2,851

Adjusted
Balance

per
Commission
CE L .3 ¢ 1 ]

59,402
730
0
{26,103) '
{10,207)
[ X113
3,178

-y

3260
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SCHEDULE NO. 1 SCHEDULE NO, 1A

Page 2 of 2

SHADY OAKS MOBILE~MOGLA AR ESTATES, tNC.
DOGHET HO, $00028-W8E

TEST YEAR ENDED JUNE 30, 1390 SHADY OAKS MOBILE-MODULAR ESTATES, INC.
i DOCKET NO. p00025-W3 ADMETMENTS TO AATE BASE
TEST YEAR ENDED JUNE 30, 1890
— —— WASTEWATER SYSTEM = -~ . N
Pro Forma Adjustments lo Adjusted ) VA S TEwATER
Test Year Commission— Balence . . o TEEEE mEmmmeaEs.
. puom hgpona b S G
Account This . No.24084 Balance Commisalon V. Peflect the additlonal cost of maters In axcasc al
=lealun e e o RO - mmmma—— sllowance In Ordar No. 24004 3,000
CN ) 2. Ramava pro forma plant not sonsbrualed
Dapraciable Plani In Service 230,841 (127,263 A 103,848 0 pursuant o Ordsr No. PSC—-83-0342-FOF-W3 : {127,289
Land and Land Rights 63,907 {50,841} 8 3,088
. 8.  LAND AND LAND RIGHTS:
Plant Held for Futurs Use 0 0 e mmmaee B
o 1. Pemove pra forma land asaccliled with pro lomma
Conulbulions in Ald of Conslruciion (CIAC) (56,958} [} {58,958) plant not consnyotad pursunt lo Order
o 2 Mo. PSC-92-0642- FOF - W3 © (80,841)
Accumulatad Depraciation {40.701) 4,709 © (35.992)
Accumulated Amortization of GIAG ) 15,403 - o 15,402 G. AGGUMULATED DEPRECIATION: )
' 1. Rallact sddianal acoumnulated depraclation
WaiKing[CRRANRAIIWASCE - _3_"_‘3 ——— __3 - __?_f_‘f agaociated with additonal sawance lor matera (1re)
0 2.  Ramovae scoumulalad deprecinion assaclalsd
204,157 {173,387) 30,760 whh pro jarma plant nol senstrucied 4,709
R 1yl L L k1 3 - ...
TOTAL RATE BASE ADAJATMENTS: 2,051 {173.3%7
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SHADY OAKS MOBILE - MODULAR ESTATES, INC.

DOGKET NO, 500025 - W8
TEST YEAR ENDED JUNE 20, 1590

Aavenues
Revanues Subject
ManihyYaar Callacled ‘o Escrow
Ry e kW e
A -Mar-91 4,178 1.332
30-Api—91 192 731
31 - May -8 895 G4¢
30-Jun=-81 187 i ]
31 -Jui-#1 868 85§
at-Aug-91 4710 4,883
20-Sep—-81 4,859 4,840
31-0ci-81 3,070 1,590
29-Hav-81 3092 387
3-Deg—-#1 8,307 5,207
M=Jan-H2 1433 1.2
20-Fab- 82 6849 g.624 °
3-Mar-92 0,808 &.7178
30-Apr-92 8,354 5,654
3 —May—92 4921 4921
30—-Jun—-92 3148 e
A1 =Jul-92 347 3,417
31--Aug-92 1,503 3,503
20-Sap-92 3,804 3.004
3t~ 0c1~82 3.570 0
30-Nov—82 5,833 250
It -Dec~92 1.918 1,089
31 ~Jan=-93 3,393 2371
20-Fub—~93 8,833 5,143
31~ Mar-83 12,673 10,944
30-Apr-93 4,997 3,089
31-May-93 8,708 2872
30-Jun—-93 4,964 1,917
133,840 98,833

Appropriata -

Total
Amount in
Esoiow
L T 1 ] ]
- |
609
800
1.0M
1,220
2,611
4,044
4,515
4,829
8,152
8320
10,208
12,294
14,220
15,477
16,424
17,207
18,178
19,138
19,137
20,124
20,953
21,800
23,019
27,018
28,978
29,804
30,450

SCHEDULE NO. 2

ANALYSIS OF BALANCE
IN ESCROW AGCOUNT
Aclust
Ending Amount
Monthly Over
falance {Undeq
In Esciow Esciowed
L E £ 1 F | Xk 1 X ]
24 {109)
635 28
894 92
1,138 108
120 2%)
1,208 {1,406)
1,208 {2,834)
1214 {3,304}
1214 [a.418)
2.093 (4.100)
3,443 {4,884)
4,750 {5,038)
EXIL (0.883)
.47 (6,813)
8,209 {7,188)
9,213 {1.211)
9,260 {8,007}
9,208 (8.079)
8310 (8.827)
#.324 (a.013)
9,338 (10,788)
9,352 {11.803)
0,263 {12.518)
8,319 {14,429)
#.293 {17.806)
9,407 {18,669)
9,421 (20,183)
9,434 (21,018)
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WITNESS: FRANCES J. LINGO
ON BEHALF OF THE STAFF
OF THE FLORIDA PUBLIC SERVICE COMMISSION
DIVISION OF WATER AND WASTEWATER

DESCRIPTION
TRANSCRIPT FROM JANUARY 7, 1993 SHOW CAUSE HEARING
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DATE: ..~ ... + Thursday,

REPORTED BY: = SYDNEY C.

BEFORE THE
FLORIDA PUBLIC SERVICE COMMISSION

HEARTING OFFICER

LOCATION: Recreation Center
Shady Oaks Mobile-Modular

Inc.

SILVA, CSR, RPR
Official Commission Reporter
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In The‘Matter of g
Application for Staff- : DOCKET NO. 900025-WS
Assisted Rate Case in Pasco :
County by SHADY OAKS MOBILE- :
MODULAR ESTATES, INC. " 8
PROCEEDING: : HEARTNG
BEFORE: - COMMISSIONER THOMAS M. BEARD

January 7, 1993

TIME: ' Awbommenced at 10:00 a.m.
Concluded at 11:40 a.m.

1702 Highway 39 South
Zephyrhills, Florida

DOCUMENT HUMDER-DATE

FLORIDA PUBLIC SERVICE COMMISSION
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APPEARANCES:

MATTHEW FEIL, FPSC Division of Legal
Services, 101 East Gaines Stfeet, Tallahassee, Florida
32399~-0863, Telephone (904) 487-2740, on behalf of the
Commission Staff.

RICHARD BELLAK, FPSC Office of General
counsel, Division of Appeals, 101 East Gaines Street,
Tallahassee, Florida 32399-0863, Telephone No. (9045

488-7464, Counsel to the Commissioners.

ALSO PRESENT:

BRENDA MONROE, FPSC Information Services.
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STAFF’S MOTION TO COMPEL, REQUEST FOR
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Number: : Identified Admitted
1 (Bremer) Letter January 6,
1993, to FPSC, with
attachments 22 86
2 (Rellnhofer) Letter to Mr. Sims 35 86
3 (Bird) Letter from Elmer Dean 44 86
4 (Composite) (Bird) Signed
Statements regarding un-
- satisfactory service and other
customer service documentation 50 86
5 (Composite) (Lingo) Exhibits
FJL-1 through 8 73 86
6 {Composite) (Lingo) Discovery
And responses to Discovery 83 86
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(Héaring convened at 10:00 a.m.)

COMMISSIONER BEARD: If I could get
everyone’s attention, please?

Good morning. My name is Tom Beard and I am
one of the Commissioners with the Florida Public
Service Commission. And we’re here today tc take up an
issue of a show cause against the Utility, I guess it’s

Shady Oaks Mobile Home Utility. And one of the primary

purposes today in doing that will also be to hear from

customers on any of the issues related to that.

I think there had been some question about
how I as a Hearing Officer as opposed to having five
Commissioners would work, and I will explain that to
you. If you willAbear with me just a minute, we need
to do a few things, a few minor formalities, and get
those out of the way; and that way, my lawyers can keep
me out of trouble. So if you will bear with me for
Jjust a minutg, we’ll do that and then proceed from
there.

Do you want to read the notice?

MR. fEIL: Yes, sir. Pursuant to notice,
this time éna place has been designated for the hearing
in Docket No. 900025-WS, Application for a

Staff-assisted rate case in Pasco County by Shady Oaks

FLORIDA PUBLIC SERVICE COMMISSION
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Mobile-Modular Estates, Inc.

COMMISSIONER BEARD: Take appearances.

MR. FEIL: Matthew Feil representing the
Commission Staff.

MR. BELLAK: Richard Bellak representing the
Commissioners.

COMMISSIONER BEARD: I guess the record
should show there is no legal counsel present for the
Utility?

MR. FEIL: ‘It would appear so, sir.

COMMISSIONER BEARD: OKkay. Now, let me just
briefly tell you a little bit how this works.

At the Commission we hear cases a variety of
ways. Sometimes all five Commissioners will sit on a
case; sometimes you will have three Commissioners that
will sit as a panel and they will actually have the
hearing; sometimes it’s two Commissioners. And quite
often in water and wastewater cases that is the
situation because we’re traveling typically to the
area, just like we are today. Given the work load and
the number of hearings.we do, we have to split ﬁp.

In additién to that, sometimes we will do
what is known as a Hearing officer. And that will be
the situation that we have today where I as the

Commissioner will come and I will formally hold the

FLORIDA PUBLIC SERVICE COMMISSION
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hearing; hear all the evidenge; and the Staff will make
a recommendation that I will approve or modify or deal
with; and then I will recommend that ﬁo the full
Commission. Aﬁd they will have the ability to not only
to read the transcripts frqm this hearing and look at
all the information from the hearing, they will then
look at the Staff’s recommendation and any comments
that I have. And then we will actually have a_ruling
on that from all five Commi#sioners. So they will be
involved.

| and as a part of that, the staff and myself
will be available for guestions as to what occurred
here today so we can try to make sure that they have a
full and accurate picture. Aand it is very much the way
we do business based on the work load.

Also, it sometimes helps to save a few
taxpayer dollars if there’s one of us that can come on
a situation like this that is pretty factual and
specific and not as much of a policy type decision, we
can hopefully sbend a few less taxpayer dollérs in
trying to do the same job.

So thaf;s what we’re doing today. At this
point, I gﬁess I had better stop and let Staff, how do
you want to proceed on this this morning?

MR. FEIL: Mr. Commissioner, we do have one

FLORIDA PUBLIC SERVICE COMMISSION
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preliminary matter, one outstanding motion. That was
staff’s Motion to Compel, Request for Sanctions, and a
Motion to Dismiss Shady Oaks as a Party.

Basically, what we asked for here was to
compel the Utility to respond to some interrogatories.
This motion was filed after the Prehearing Order was
issued, by the way. I have a copy of it if you don’t,
sir.

COMMISSIONER BEARD: Let me dig out the file
and see.

MR. FEIL: In summary, what this asked for
was to compel responses to some of Staff’s discovery,
£o ask for sanctions against the Utility, and to
dismiss the Utility as a party to the proceeding.

" Since it appears that the Utility is not
going to be here today, the Reguest for Sanctions and
the Motion to Dismiss Shady Oaks as a Pa;ty doesn’t
seem to be all that great of use, so I would ask at
this time that you reserve ruling on those two items.

But with regards to the Motion to Compel, I

would ask that you find that the Utility did not comply

.or did not respond fﬁily to the discovery as set forth

in the motion and that you order the Utility to produce
the reguested information by the end of this

proceeding. And that, in conjunction with that, if the

FLORIDA PUBLIC SERVICE COMMISSION
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- Utility does show up and does produce the information,
we’d like to'reserve the right to recall our witnesses.

COMMISSIONER BEARD: Well, the Motion‘to
cOmpél is granted. I'm a liﬁtle concerned in not
taking up the other two. The sanctions would be in the
form of what?

MR. FEIL: You have the option laid out there
in Paragraph 8.

COMMISSIONER BEARD: Okay.

MR. FEIL: They’re listed there. You can
order that the matters regarding the questions asked be
deemed established. You can prohibit the party from
supporting claims, strike pleadings, or dismiss thé
action or render a default judgment.

one of the reasons that we’re here today or
the primary reason that we’re here today, even though
the Utility hasn’t played its role in this proceeding,
is because there is a case which suggests that when
you’re taking punitive action against a regulated
entity, you need to have evidence on the record shéwing
why that actiqn'should be taken. That’s why we’'re |
having the heérihg, even though the Utility has not
participated.

COMMISSIONER BEARD: Okay. I will reserve

ruling on these sanctions. What are the implications
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if I were to go ahead and dismiss the Utility as a
party to this proceeding? I know that it . is somevhat
moot since they’re not hére, but I also don’t want to
be in a position of getting through most of the
teétimbny this morning and turn around and have
somebody show up at the last second.

MR. FEIL: T would suggest that if the
Utility did show up then we could take up that motion
when the Utility shows up; and if he wants to argue his
side of the matter, then we can take it up then.

COMMISSIONER BEARD: Okay. The Motion to
Conpel is granted and we’ll need to move forward on
whatever actions we need to take pursuant to those
records.

| MR. FEIL: Yes, sir.

COMMISSIONER BEARD: Okay, now where are we?

MR. FEIL: Although the Prehearing Order
doesn’t make it clear, there is an issue with regards
to quality of service. And there are customers here
today, as you can see, and they wish to express to you
their opinions on that issue.

COMMISSIO&ER.BEARD: Okay.

MR. FEIL: I have a list of persons who have
given me their names.

COMMISSIONER BEARD: Let me do this for you

FLORIDA PUBLIC SERVICE COMMISSION
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'all’s benefit as well. Some of you may have attended

the rate case type hearings in the past'for whatevér
reason, but let me tell you what we’d like to dowat
this peint. |

We will take testimony -- and I call it that
because we will ask those that come forward to speak to
be sworn in. We do that so that we can incorporate
that as an official part of the record. And we say up
front that we try to keep this just‘qs relaxed and calm
as possible because some people are less comfortable
talking in front of a crowd in front of a microphone.
We want you to be comfortable because we want to hear
what you have to say.

There’s a couple of ways to do that. Anybody
Qho wishes to, we’ll get your name if we don’t already
have it, you can come forward and speak. If there are
those of you out there that are not real comfortable
with the microphone and somebody safs what they have to
say and you agree with it and that’s what you would
have said, you can come forward and you can say, "I
agree with so—aanso and I would adopt their
testimony." 'Maybe that’s a little more comfortable
for some people.

In addition to that, Brenda, do we have the

forms they can fill out?
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MS. MONROE: Yes. They’re attached to the form.

COMMISSIONER BEARD: Okay. Attached is a
piece of paper; and if you are even less comfortable
talking in front of the microphone and you wanted to
write out what your thoughts were and sign that, that
will work equally well and become a part of the record.

The bottom line is that we want you to be
comfortable, I want to hear what you have to say. We
would ask, especilally whenryou see a crowd of this
size, that you be as concise as you can, and brief.
And if you have written.materials, we will be glad to
accept those as well and make those a part of the
record.

So the main thing is we want you to be
comfortable and we want to get the information from you.

With that, what we’ll do is ask each person
to come forward as we call yoﬁr name. Whoéver the
first person is, when they do that, what I/1]1 do for
ease and also to keep things a little bit sméother, I
wiil ask anybody that has signed up to testify or

wishes to testify, if you will all stand and I’1l1l swear

'you all in at one time. 1It’s a little less

confrontational ‘and smoother for everybody.

If you will go ahead and call the first person.

MR. FEIL: The first person I have on the
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"list is Virginia Bremer. I apologize if I mispronounce

your name.

COMMISSIONER BEARD: Come on over here, if
you would. If the rest of you who signed up who wish
to testify, if you will stand now and allow me to swear
everybody in at one time, I would appreciate it.

(Witnesses sworn collectively.)

COMMISSIONER BEARD: If you will also one
last thing to help us and the court reporter. When you
come up, if you will give us.your name, please spell
your last name, and address and we can'go from there.

VIRGINIA BREMER
was called as a witness and, having been duly sworn,
testified as follows:

WITNESS BREMER: Virginia Bremer, B as in
Boy, B-R-E-M-E-R. 3655 Muller Drive.

COMMISSIONER BEARD: Thank you. Okay.

WITNESS BREMER: I’m here today to make a
statement of my dissatisfaction with S&D Utility. My
dissatisfaction actually is threefold. It began prior
to a correspondence dated 10-6-92. It continued
through the replacement of my meter and subseguent to
the replacement of my meter. You gathered probably
that I have a problem with my meter.

Okay. Preceding the correspondence of
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10-6-92, S&D Utility was aware that my consumption was
excessive of norms by any standard. However, they did
not choose to advise me of this until 10-6-92. At that
peint in time, I got a Eorrespondence in the form of a
memo from S&D Utility stating my usage for the past
three months. The lowest month was 24,000 and the
total was something like 87,000.

The memo indicated that, for usage of this
nature, there probably was a leak. I was a full-time
resident, I was at no time away, so one would have
thought I would have noticed a leak of that magnitude.

Nonetheless, I did immediately on 10-7 call a
plumber, Bruce Carrigan Plumbing -- a reputable firm,
I’ve used them before —-- and they sent a repairman and
he checked the house-very thoroughly. Inside the
house, the toilets, tub, sinks, whatever; outside the
house, the hose locations. He crawled underneath the
trailer and checked all the connections underneath the
trailer and he concluded ﬁhat there were no leaks at
that time.

He suggested,to me that it had to be a
problem with the meter.

He did a quickie field test; you know, he had
a five-gallon pail and he filled the pail and it

appeared to be correct. And he said, "Unless you had
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-this hose running nonstop for days, there’s no
indication, that it must be in the internal workings of
the meter." | |

Therefore, I called back Mr. Sims and to;d
him that I had a repair person there and he certified
the fact there were no leaks af my mobile and therefore
it must be a problem with the meter.

Mr. Sims said that he would be out the next
day. And he did advise me that if by chance the
problem was not with the meter that I would be
responsible for the cost of the switchover.

I, in good faith, had him come out thinking
that there’s no possible way by the consensus of Mr.
Sims himself saying that there must be a leak, the
consensus of the plumber saying there were in fact no
leaks, and the consensus of myself figuring it was
impossible to use close to 92,000 gallons of water in
three months unless I was doing swimming pools or
something.

Anyway; the following day, 10-8, prompt and
courteous service,_Mr. Sims came to my house with a
person under his-employ, Mr. Daley. They arrived at
10:30 a.m. : They were to replace the meter. They did
no field test, they gave me no estimate of repair

costs, they just simply proceeded; and I found no
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objection with that at that time.

However, as the day progressed, I found quite
a few objections. The first was that Mr. Daley did not
seem to be able to remove the meter. He could not undo
the joints —— I’m not a plumber, so I’11l not sure, but
it appeared to me he was having trouble. He gave up on
that and cut the pipe so0 he could get the meter out.

Following that, he realized hé could not put
the new meter in because the pipe was tooc short.

Then he tried several times to repair that
pipe, to extend that pipe with different types of glue
and whatever kind, little blue liquid, I don’t know,
several different kinds of things. He tried to repair
that pipe.

COMMISSIONER BEARD: This is PVC pipe?

'WITNESS BREMER: Yeah. He did think he hagd
it fixed and then he put in the new meter. He did not
hﬁve it fixed, there were major leaks on both sides.

I might als§ add that he did not have a
truck, he did not have a tool box, he did not have the
supplies needed, the pipes or whatever that were
needed. 1In fact, T loaned him a screwdriver and a saw,
he did not even have those basic pieces of egquipment.

Eventually, he tried some kind of putty stuff

he put around the pipe, that failed. Then he tried
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"some kind of gauze type stuff that he put around the

pipe, that failed. He tried some different kind of
fluid, that failed.

Finally, he sent Mr. Sims out -- I might add
that he didn’t have these; periodically, Mr. Sims had
to run out to get these different supplies to fix the
meter,Awhich, of course, took time, which was going on
the metér they were charging me.

Finally he did go out and get some different

type of PVC connection and that worked on my side of

the meter. I might add to date, it still dribbles on
the Utility side of the meter.

Mr. Daley by any standards in my estimation
was professionally incompetent and not knowledgeable at
all about the plumbing systeﬁ thaﬁ he was repairing.
And probably a competent plumber could have done that
same job I would suggest in about an hour. Because I
had asked Mr. Carrigan when he was there what would be
entailed in changing the meter, and he saild it was not
a big job, he said about an hour. That was the first
two phases of my qomplaint.

The third phase of my complaint began when I
got notice ‘from both Mr. Daley and Mr. Sims via the
Utility that I owed $125 to Mr. Daley and $40-some to

the meter tester and $18 and change to Mr. Sims for the
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water usage that wa§ on the old meter because .they
found the meter valid.

Now, prior to taking the meter away, I
mentioned to Mr. Sims that when the meter was
stationary -~ you know, no water was being used, the
little teeny triangle in the middle wasn’t going around
-~ that the hand, the sweep hahd that nmeasured the
gallons, did move very slowly. If you looked at it
over time with no usage that it did seem to go around.

COMMISSIONER EEARD: What they call creep, I
think.

WITNESS BREMER: Is that what they call it?
Okay.

So I told him when he checked the meter to
make sure he checked the mechanical parts of it as well

as the flow rate, because the flow rate did appear to

be accurate when you were using the water. It was when

you weren’t using water that it appeared to be
regiétering gallons that weren’t happen;ng.
Nonetheless, in spite of my suggestion, Mr. Sims via
the Utility chose onlg,to have the meter tested for
flow. ‘

And T have a list written down that I will
submit to you in addition to which I have the flow

correspondence which, I might add, has two meters on
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jt. I don’t know why I was charged for both of them;

but I got a bill for $40 of this, but it indica;es that
two meters, only one of which was mine, that they just
tested it for flow. For 100 gallons, I assume, I can’t
really tell this; but it’s 98.8, 100.8, 99.9, so I
assume that means gallons. It says what the GPM --
gallons pér minute, I guess ~- at the different rates.

Therefore, I’'m still contesting the fact that
I actually used this water. Not to mention that prior
to the change of the meter I was living-alone, I live
alone normally as a course of existence.

Since the change of the meter, which was
October 8th, on COctober 22nd, nmy daughter came to stay.
She’s relocating to Florida and she’s living with me on
a day-to-day basis; in other words, that’s her
residence, has been since October 22nd. Also, her
husband has visited for like two weeks at Thanksgiving
and two weeks at Christmas; and he will be coming down
also.

The usage that we have experienced since the
meter changed has been 3,300 gallons for the first 20
days, 6,820 fof'the,month of December and 5,280 for the
month of November. Three-month gallonage total of
15,400 gallons sincé the meter has changed. And, if

anything, my usage has increased due to additional
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This compares with 92,270 gallons which was
given on the meter for the first three months. Might
have been a little more, maybe three-and-a-half months,
however long the meter was in;

Considering these discrepancies and the fact
that a competent plumber established that there were no
leaks at my hoﬁse and I will swear undexr oath that I
did not water my lawn 24 hours a day for 14 days, I
really feel that there was a problem with the meter
that went undetected due to improper screening or
whatever they do, testing.

COMMISSIONER BEARD: Okay.

WITNESS BREMER: Sc that’s my problem. To
date, I have not.paid either one of the bills in saying
I amr protesting.

COMMISSIONER BEARD: A couple of quick
questions. One, at my house, if I was concerned about
a leak the first thing I would deo is turn alllthe water
off and go look at the meter and watch that 1itt1é
thing and see if it was turning.

WITNESS BREMER: I did that; it was not
turning.

COMMISSIONER.BEARD: It was not turning.

That’s what I call a clue where I come from, to find
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"out if there was a leak before you even have a plumber

crawl underneath.

The Utility is aware you are protesting this;
is that correct?

WITNESS BREMER: Yes.

COMMISSIONER BEARD: Okay. I had assumed --

WITNESS BREMER: In fact, Mr. éims told me to
contact you people. And Christmas was there and I just
didn’t do anything; and then this hearing came up and I
just took advantage.of the hearing.

COMMISSIONER BEARD: Staff, what I would like
to do is, obviously, follow up on this. And ocne of the
first questions that would come to mind, I would like
to know if the old meter is still there and available
for inspection. And I‘m thinking about the potential.
situation there where under flow it tests correctly'but
not when it’s flowing that you have some kind of meter
creep that can continue to happen.

MR. FEIL: Yes, sir.

COMMISSIONER BEARD: We will do that. For
everybody’s information, typically if the Utility wére
here, we wou1d havé the Utility follow up and give us
the details and we would follow behind that. In their
absence, we’ll make sure we get the information that we

need.
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WITNESS BREMER: I have the meter number
here, at least the meter -—-

COMM155103ER BEARD: Great. If you‘will give.
that information to the court reporter for the record,
and then Staff also as a result will have that. And we
can pursue that meter in particular'and see if -=- I
don’t know what our rules are on maintaining'the meters
in the water industry when there’s a protest.

MR. FEIL: I couldn’t give you a detailed
breakdown right now.

COMMISSIONER BEARD: Okéy. But we will
pursue this.

WITNESS BREMER: Okay. There is a copy of
the bills and the plumber’s statement. Thank you very
much.

COMMISSIONER BEARD: Thank you very much.

MR. FEIL: Did you want to assign an exhibit
number to those bills?

VCOMMISSIONER BEARD: Yeah. I think so. It
would be Exhibit No. 1?2

MR. FEIL: Exhibit 1, yes, sir.

(Exhibit No. 1 marked for identification.)

(Witness Bremer excused.)

COMMISSIONER BEARD: Okay. And for those of
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you who are not aware, these are members of the Florida
Public Service Commission Staff that will be helping me
as we further investigate these kind of things.

Go ahead.

MR. FEI#: I have Barbara Arncld, the next
name on the list.

BARBARAZ ARNOLD

was called as a witness and, having been duly sworn,
testified as follows: )

COMMISSIONER BEARD: Good morning.

WITNESS ARNOLD: Good morning. I live at
38441 Willoughby Drive.

COMMISSIONER BEARD: And it’s Barbara Arnold?

WITNESS ARNOLD: Barbara Arnold, A-R-N-O-L-D.
My toilet bowl overflowed on Saturday afternoon;
December 12, of 92. The plumber came the follbwing
Monday afterncon. After using a snake in my line, he
found nothing. It was 5:00 p.m., so he said he would
return at 10:00 the next morning to probe and dig to
find the obstruction. He suggested it could be roots
where my line connected to the main line.

Aftef'thinking this over, I decided that
evening to ‘call S&D Utility to explain the situation.
Mr. Sims answered and said he would be in the park the

next morning. The next morning, the plumber and

FLORIDA PUBLIC SERVICE COMMISSION




10

11

12

13

14

15

16

17

18

1%

20

.21

22
23
24

25

D11 Ledls™ LW

Page 24 of 89

assistants probed and dug to locate where my line
entered the main. He found a tee connected to a larger
clay pipe, which he cut off and the clay pipe sagged.
He also cut my pipe entering the tee and on the other
side Mr. Knapp, who owned the other pipe. This tee
serviced two mobile homes.

The plumber showed us that the larger clay
pipe was closed with roots.r At that time, or soon
after, Mr. and Mrs. Bird caﬁe_and i believe Mr. Bird
took some pictures of this closed pipe closed with
roots. |

Meénwhile, a neighbor had summoned Mr. Knapp,
who owned the other property. I believe he rents. And
there was no one at that time using his mobile.

Mr. Knapp and I felt that the clay pipe was
part of the main, so it should not be our
résponsibility. Mr. Sims claimed he was only
responsible for the main 1ine.. The plumber did not
want to commit himself, but he did tell me later that
on the tee gbing into a main line, if it was not in
your line, it was cpn;idered part of the main line.
That’s all he wouldLSay.

The piumber cleaned the clay pipe -- he had
to or I could not use my bathroom -- leading into the

main and removed a mess of roots. He told Mr. Sims
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that this main, his main, was filled with roots so this
was only a temporary job, we would have more trpuble.

Mr. Sims still said that he was not
responsible.

Mr. Knapp and I each paid half of a $250

ffl bill. On December 16, I mailed my bill, $125, to S&D,

asking the ﬁtility to reimburse me. I have received no
apply.

COMMISSIONER BEARD: Okay. I would like to
do some work on this one as well. Number one, I would
like to know who installed the pipe up to the tee, if
i we have records on that. It sounds as though it was
installed by the Utility but we need to find that out.
We’ll pursue this as well.

Yes, ma’am.

WITNESS D. BIRD: I’‘m Dorothy Bird and my
husband and I were both present at that. There is a
part of that clay pipe available for inspection if your
Staff needs to look at it. |

COMMISSIONER BEARD: Okay.
l (Witness Arnold excused.)
MR. FEIL: The next name I have is William

-

| WITNESS D. BIRD: I don‘t believe he’s here.
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MR. FEIL: There was a question mark listed
by his name.

COMMISSIONER BEARD: Okay. Well, we’ll‘go-
ahead. |

MR. FEIL: = The next name I have is Lamont Wilch.

LAMONT WILCH
was called as a witness and, having been duly sworn,
testified as follows: |

WITNESS WILCH: I’m Monty Wilch or Mont
Wilch, W-I-L-C~H. I reside at 38525 Cone Drive.

Last winter, I think it was in February,
there was a leak on my property and it was starting to
undermine the slab on my storage unit. And i contacted
Sims several times and he wasn’t really concerned about
it. Well, I did find him over at his offiée one day
and I told him that, "I think this is an emergency;"
bécause I was estimating maybe 60 gallons an hour it
was leaking, and this had been running for three or
four days.

And he did finally come out the next day and
he brought a helper along. And they dug it up, the
line, they found thé'leak. It was right by the meter
that belongs to ‘my neighbor. I have two meters on my
property; and the way I undersﬁand it, I should have

one meter on my property, my own meter. Mr. Garrett’s
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meter is also located on my property and that’s the issue.
When they had this dug out or dug up,.I
suggested to Sims that while he has this dug up here
let’s just move the meter over to my neighbor’s
property where it belongs. And he says, "No, I’m not
going to do that."
And then I can’t remember whether it was
his helper or whether it was Sims that said they put
this meter where public service told them to put it.
{Laughter)
Well, I had no argument there I -- maybe you
people did tell him where to put it but --
COMMISSIONER BEARD: Yes, sir. We go out
when every meter is installed in the state of Florida
and have them -- (Laughter)
WITNESS WILCH: I knew that.
COMMISSIONER BEARDE As a matter of fact, I
go on most of them myself, just to make sure they’'re
right. (Laughter)
WITNESS WILCH: Good. Good. So,
consequently, T still have two meters on my property and I
still say thatttheyrshould move that over to Mr. Garrett’s
property and everybody would be happy. That’s all have I
to say.

COMMISSIONER BEARD: Okay.
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WITNESS WILCH: Thank you.

MR. FEIL: Mr. Commissioner, I would like to
ask the witness onelquestion.

COMMTSSIONER BEARD:V Yeah.

MR. FEIL: Mf. Wilch, can you give me an
opinion as to whether or not your quality of service
has improved since the rates went up?

WITNESS WILCH: I just arrived two days ago
from Colorade. I’m down here three months out of the
year. I don‘t know, I haven’t used any water.

MR. FEIL: Thank you.

WITNESS WILCH: You’re welcome.

COMMISSIOﬁER BEARD: Thank fou very much.

(Witness Wilch excused.)

MR. FEIL: Commissioner, Mr. Rieger, I believe
has some knowledge regarding the meter installations and
the piping around here, so --

MR. RIEGER: We’ll address that.

COMMISSIONER BEARD: Okay.

MR. FEIL:- The next name I have is Alvin
Lachapelle. I hope.I pronounced vour name correctly, sir.

ATVIN LACHAPELLE
was called as a witness and, having been duly sworn,

testified as feollows:
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WITNESS LACHAPELLE: My hame 1s Alvin

Lachapelle, L-A-C-H-A-P-E-L~L-E. And my complaint is
about office hours. I mean, Mr. Simsfhaslpostedin his
office door a‘sign that keeps changing monthly. ©One month
it might be Wednesday, 10:00 to 12:00; another month it’s
Thursday, 9:00 to 11:00; we never know when the office
hours are going to be, so we have to keep checking the
office hours. 2And on two occasions, I have offered him my
check for my water and sewer bill and it wasn’t on an
office day so he refused to accept my checks. I can only
deliver my check on an office hour daf and that’s my
complaint.

COMMISSIONER BEARD: You haven’t seen any
office hours in the middle of night,.have you?

WITNESS LACHAPELLE: Well, yesterday was an
office hour day and he didn’t show up at all. So that
happens frequently also.

.COMMISSIONER BEARD: Okay.

WITNESS LACHAPELLE: Thank you.

COMMISSIONER BEARD: Thank you very much.

(Witness Lachapelle excused.)

MR. FEIL: Mr. Commissioner, the next name I

have is Marie Kellnhofer.
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MARIE KELLNHOFER
was called as a witness and, having been duly sworn,
testified as follows: | |

WITNESS KELLNHOFER: My name is Marie
Rellnhofer. I live at 3652 Muller Drive. Kellnhofer
is spelled K-E-L-L~-N-H-O-F-E-R.

COMMISSIONER BEARD: Thank you.

MS. KRELLNHOFER: I have-two complaints but
the first one which happened 1ést year has been
resolved. But do you want this for the record anyway?

COMMISSIONER BEARD: Sure.

MsS. RELILNHOFER: Okay. Last year, my husband
went out in the back yard and he noticed a big pool of
water. It was not on our property, it’s right behind
our property. |

So we knew there was a leak there and so we
notified Mr. Sims. And he came -- well, all right,
this is the letter I have, I think it’s better if I
read it.

The water was bubbling up out of a PCV
two-inch pipe and spregding around the area.
Suspecting that this must be the location of the water
main, we called ‘Mr. Sims at his home in Tampa. This
was about 4:00 p.m. on a Thursday. Mr. Sims seemed

polite and said, "I’1ll take care of it tonight or
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tomorrow morning.® We reminded him that a lot of

P water was going to waste and we had a mere trickle of

water from our faucets.

Hé didn’t show up that evening or on Friday
morning by 9:00 a.m. So my husband got on his bicy;le
and rode up to the office. Mr. Sims was there. And
when asked why he didn‘t show up, he said we should
call a plumber and'it wasn’t his problem. That seems

to be his favorite by-word.

A plumber was working in the neighborhoocd, so

we asked-him to walk over and take a look. He did so
and said he would fix it, but who will pay for it? He
won‘t work for Mr. Sims because he doesn’t pay his
bills. We said we’d pay.

He said he had another job fo go to but would
come as soon as Mr. Sims would shut off the water.
We’d only have to call the plumber’s office and he’d
get the word and he’d come right over.
i Well, my husband went back to Mr. Sims to ask

him to shut off the water. Mr. Sims reply was, "You

| see'this stack of papers? They’re all from the
Commission and I have to abide by their rules. I can’t
shut the water off until they tell me I can. Before I

can, you will have to notify everyone. in the park of

the time it will be shut off.%
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Well, the water didn’t get shut off. He
said we could call the Commission if we wanted to, he
wasn’t going to call them. |

on the third trip to the office to urge hinm
to shut the water off so we could get it fixed, he
handed Clarence a message memo of which I’m sending you
a copy —- of which I did. And on that memo he said
that they héd had trouble with that when Mr. Peare
owned the place that we live in. And he came, and he
said he only put in a temporary repair and Mr. Peare
was supposed to have it fixed. It is not on our
property, it is where it hooks onto the main.

I called Mr. Peare, the former owner of our
home, and he denied that Mr. Sims said he had only made
a temporary repair,'and said Mr. Sims was a liar and
always has been. Now, those are aren’t my words, those
are Mr. Peare’s words.

By.this time, Clarence gave up trying to
reason with Mr. Sims and was very emotionally upset,.as
he - has medical problems. Tﬁen Mr. Bob Lindahl, our
Association Presidept whom YOu've met when you were
here at our clubhouée,'offered to talk to Mr. Sims. By
that time, the plumbers were finished for the day; and
it being Friday, they were finished for the week. The

plumber had told us they get time-and-a-half on
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-evenings and Saturdays, $60 per hour.

Well, Mr. Sims came to the park on Saturday
morning, called Mr. Lindahl and asked what time we
wanted the water off. Mr. Lindahl called us and we

said we weren’t paying $60 an hour for a plumber on

‘Saturday when we could have had one for $40 on Friday.

By now we didn’t even have a trickle of water
in our house, but the 1ake_in the back was getting
bigger. We said we would schedule a plumber for 9:00
a.m. on Monday. Mr. Sims returned to his home in Tampa
without even coming to have a loock at the lake.

By Monday a.m. the water had spread into two
more neighbors’ yards. When Mr. Sims arrived Monday
morning; he again called Mr. Lindahl, not us, and asked
what time to shut off the water. When told again 9:00.
-a.m;, he saig, “I’ll.shqt it off right now." Wwhich was
8:45 a.n.

The plumber arrived about the same time, put
a pump in the washed out hole, and began.pumping out
water as they dug. After about an hour of pumping,
they were able .to get to the problem.

As they'dug, pieces of rags and plastic came
out on their shovels. These must be evidences of the
temporary repairs Mr. Sims made when Mr. Peare owned

the home.
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The two leaks were sfill gushing water when
they uncovered them, even though the system was shut
off. The leaks were at each end of a nipple between
the shutoff and the main. Tree roots had found this
leak and had to be cut away with a jackknife to expose
the problem.

His temporary repair must have been to tie a
rag from our shutoff valve to his line to hold the leak
shut. |

This repair cost us_$99;43 for 2.5 hours
labor and $8.40 for the parts. We were without water
for three days. We have better pressure now than we’ve
ever had since we lived there, which is evidence that’s
been leaking a long time.

And the rest of the letter I just said that
we don’t think Mr. Sims is the right person to be
running a utility, we can’t count on him for any
service or cooperation in the event of problems.

COMMISSIONER BEARD: Let me ask you a
question just so I can get clear in my mind. Where
this leak is occurring, where is your meter in
relationéhip to thaﬁ?

WITNESS\KELLNHOFER: Now, our meter, 1
thoﬁght that’s where he’d put the meter in. But he did

not, he put it right up by the back of our house and I
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‘have another complaint about that.

So in other words, if I

was to trace a line from your house, it would go to the

meter and then it would keep coming out to where this

leak was?

WITNESS KELLNHOFER:

that time.

this summer.

COMMISSTONER BEARD:

We didn’t have meters at

The meter was put in while we were gone

okay. But where the

meter is now and where the leak is, it’s on his side of

the meter?
WITNESS KELLNHCFER:
COMMISSIONER BEARD:
WITNESS KELLNHOFER:
COMﬁISSIONER BEARD:
that for the recordé
WITNESS KELLNHOFER:
you want another copy?
COMMISSIONER BEARD:
WITNESS KELLNHOFER:
this?

COMMISSIONER BEARD:

Yes. Uh-huh. Right.
okay.
Well, that was -- anyway ——

Can we have a copy of

Yes, you had a copy. Do

Yeah.

what shall I do with

Just give it to the

court repofter there when you get done. That’s fine.

That will be Exhibit No. 2.’

(Exhibit No. 2 marked for identification.)
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WITNESS KELLNHOFER: Well, anyway, the
chmission helped resolve that. You got ahold of Mr.
Sims; and Mr. Sims.wrote,_“cOncerning your letter dated
March 13, 1991, and postmarked March 18, we would
appreciate your sending us copieé of the cost incurred
for proper reimbursement." Then I got another one,
"We are enclosing a check in the amount of $99.43 as
pér your letter of March 28," which we received on
April 2. So that problem was resolved by Mr. Sims, he
did pay for it. That was the first one.

Ckay. Now, we have another one. On Friday,
September 18, we returned to our home at 3652 Muller
Drive, Shady Oaks, from up north. We had notified Mr.
Sims that we were returning on that date and wanted the
water turned on. We héd ne water, so we calied Mr.
sims at his Tampa home at 5:30 p.m., this was also on a
Friday night. He said he wouldn’t come out any more
that nighﬁ and didn’t know if he could come on'Saturday
either. Well, I said, "Then you mean we have to be
without water all weekend?" And he didn’t answer that.

So we went to a restaurant because we didn’t
have any water to cbdk'any food. And after we
returned, thg télephone rang and it was Mr. Sims and he
said he was trying to get ahold 6f us. And I said,

"Well, we had to go out eat because we didn’t have any
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water to cook with."

So on Saturday a.m. he did come. He brought
his son with him.- The son dug down beside the meter
box which had been instailed while we were gone. 2And
it’s just a couple feet away from the back of.our
house. At the back of our house we had a shutoff wvalve
where we couldlshut our water off when we go away. 2And
we have a white PVC sleeve over our shutoff valve with
a cap over it.

Well, my'husband picked up the cap and there
was nothing under it but dirt. The pipe was gone. So
the son dug down beside the meter box which had been
instailed while we were gone. It was installed near
our own private shutoff, which.is two feet from the
house.

He said, "The water has been on all the
time." We asked, "Where is our shutoff valve and
sleeve that we had to shut off our house water?”

The son dug some more and he found the sleeve
that was buried in the hole along with our shutoff
valve. He turhed'op our shutoff valve and the water
went on in the hoﬁsé, but there was a bad leak at the
adaptor to:the valve. |

He said, "That’s your problem." You see,

there he went again, "It’s beyond my meter."
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We said, "Whoever did the plumbing cracked
that adaptor when they disturbed it to join the pipe to
your meter.®

He said, "That’s the contractor’s problen,
not mine." With that, he left.

We asked him to leave the hole open so we
could keep our eye on the leak. On Monday mogning, we
reached our plumber, Mr. Carrigan, and he came right
over and made the repair. He, too, said that the
fitting was definitely cracked by being disturbed by
the plumber or the persons installing the meters.

We feel that Mr. Sims should pay for this
repair bill, as it was his crew’s carelessness that
caused it. And thep I mentioned in my letter that
there were other bad leaks throughout the park, and
that he knew about them; and since that he has fixed
some of those leaks.

Well, anywaf, we got the reply from your
Commission. You acknowledged my letter and said you’d
look into the matter and get back in t&uch with you at
the conclusion of the investigation. I got another
note from you that séid, "This is a fellow-up to your
complaint concefning fhe leak discovered in your pipe.
You contacted Mr. Sims, and Mr. Sims did report that it

appears that our shutoff valve to our house from the
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meter was possibly dislocated by the contractor. Mr. Sims
also stated that he did not intend to reimburse you.
"Since it appears you have a damage claim,

the Commission does not have the authority to

-adjudicate claims for loss or damage. Your recourse

would be to go through the courts."

| ASo_that’s our complaint. And our bill is
what, $48.87. I don‘t think it would pay to go to
court over that.

COMMISSIONER BEARD: And I understand that.
But I also am not in a position to break the law by
trying to do something that I don’t have the authority
to do.

However, as a result of this hearing and the
things that we find out, sometimes those get resolved
just as your first complaint did. And we’ll see what
we can do to assist; but I am not in a peosition to, as
I say, adjudicate damage claims. Because per the
statutes, whenever the circuit courts or the courts try
to stick their nose into my business, I get pretty
angry;'and_the‘opppsite of that is when I start
sticking my nose into their business, they like to slap
me around, ‘too.

But we’ll see if we can help with some

pressure if that’s the appropriate thing to do. The
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problem is in a contested claim like that, I don’t have
the authority to make that decision and say "Pay her,"
or, "Don‘t pay he:." Okay.

! WITNESS KELLNHOFER: The first time he
listened to you.

COMMISSIONER BEARD: Right. But had he
chosen not to listen to us, that would have been in the
same position.

WITNESS KELLNHOFﬁR: Right. 2And the Way.he
installed the housings around the meters, a lot of thenm
were are sticking up that far, you know, you couldn’t
mow your lawn. So you have to dig it up and put it down
properly. And, there were a lot of them like that.

COMMISSIONER BEARD: It’s difficult sometimes

for a Utility to listen when they’re not even here.
WITNESS KELLNHOFER: That right. That’s right.

COMMISSIONER BEARD: Okay. Thank you.

{(Witness Kellnhofer excused.)
MR. FEIL: The next name I have, Mr.
Comnissioner, is'thn Clopton.
A‘JOHN CLOPTON
wasrcalled as a 'witness and, having been duly sworn,
testified as follows:

WITNESS CLOPTON: My name is John Clopton,
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that’s C~-L~0-P-T~-0-N. 2And I live at --. just a second,
(Laughter) 38504 Montigo Drive.

When I bought my trailer, there was a meter
in it.

COMMISSIONER BEARD: Please, if you all would
hold it down, I can’t hear.

WITNESS CLOPTON: When I bought my trailer,
there was a meter in it. Then I was working on my
trailer, then I come back and he took the meter away
from me. And he told the little lady that I bought the
trailer off that there was $400 assessments on the
meter, so she had to pay that to the title company for
him to bring the meter back. Then he brought the meter
back the next day, so the title company had to pay him
$400 out of hér escrow money.

Then, on top of that, I have been complaining
about my black water. My toilet, well, a couple of
people have even noticed it, I have to clean it every
day, it was just black where the black water is coming
in. And then for about four or five days it was
nothing but black, you couldn’t even drink it, not
alone take a bath with it or anything.

COMMISSIONER BEARD: Is that something that
comes and goes?

WITNESS CLOPTON: It’s been like that for the

FLORIDA PUBLIC SERVICE COMMISSION
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last two or three months now.

COMMISSIONER BEARD: Is there any odor?

WITNESS CLOPTON: Sometimes a little bit of
odor with it.

COMMISSIONER BEARD: Okay.

WITNESS CLOPTON: And here lately I’ve been
buying bottled water.-

COMMISSIONER BEARD: Okay. ‘We want to check
on that as well. Thank you.

(Witness Clopton excused.)

MR.. FEIL: The next name I have is H. B.
Reedy.

WITNESS D. BIRD: I don’t believe Mr. Reedy
is here.

MR. FEIL: All right. I had a guestion mark
by his name. |

WITNESS D. BIRD: And Ms. Spalo_is not here.

MR. FEIL: All right.

WITNESS D. BIRD: Well, I know he’s here. Jo
e, do you want to testify to your problem?

COMMISSIONER BEARD: I apologize, but let us
go through our process. If they don’t want to talk,
they don’‘t have to come forward if they’d rather write

or whatever. And then in a minute, once we go through
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these names, if anybody has changed their mind and wishes

to speak, I will give them an opportunity as well.

MR. FEIL: Ms. Spalo? Mr. Chaney, do you
wish to-speak? The next name I have is Dorothy Bird.

- WITNESS D. BIRD: Could I defer to Robert

first?

MR. FEIL: Certainly. Robért Bird?

ROBERT BIRD

was called as a witness and, having been duly sworn,
testified as follows:

WITNESS R. BI#D: Thank you. My name is
Robert Bird. I live at 38553 Monet Drive. I’m placing
in the record a letter from a customer who did not wish
to speak at this time.

CbHHISSIONER BEARD: Okay.

WITNESS R. BIRD: The customer is Elmer Dean,
38536 Cone Drive. This is dated January 6, 1993. And
he states: "I have been turning the water on and off
for a relative next door to us for the past five years
and have never had a problem. On January the 5th, I
was asked to tqrn_the water on again. I proceeded to
do so and there was a trickle of water. This has
happened since the meter was installed. I‘ve never
been comfortable talking to the owner-of the facility

but did so on January the 5th. I told him the problem.
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He asked if I got water through the meter? And I said,
‘Yes, a trickle.’ He said, ‘It must be a valve. 'Ifll
be in the park tomorrow.’ And that’s January the 6th.

"Dick showed up at about 12:00 noon January
the 6th. He proceeded to check out the situation and
removed the meter. The trickle was still coming
through the pipe. ~Dick informed me he’s going to shut
the water off on Wednesday, January the 13th, as he
would have to get a digger in to dig up his line. He
said our relatives could use our facilities and he
would reimburse us for the use of the water." And
that’s sighed Elmer Dean.

There is an addendum: "Our relatives are Mr.
and Mrs. James Christensen. Mr. Christensen is the
owner of record of the house located at 38530 Cone
Drive, next door to mine, and pays a water bill to the
Utility each month. I believe he is entitled to his
own service and should not have to wait a week or so to
have water at his house." 2And that’s signed Elmer
Dean also.

COMMISSIONER BEARD: Okay. Thank you.

MR. FEIL: Mr. Commissioner, if we could have
that letter identified as Exhibit 3?

COMMISSIONER BEARD: Okay.

(Exhibit No. 3 marked for identification.)
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(Witness R. Bird exXxcused.)

MR. FEIL: Dorothy Bird?
DOROTHY BIRD
was called as a witness and, having been duly swofn,
testified as follows:

WITNESS D. BIRD: My name is Dorothy Bird,
B~-I-R-D. I live at 38553 Monet Drive. And I am
speaking on behalf of Shady Oaks Owners Association. I
would like to read into the record a summary of our
review of the quality of service to the Utility
customers.

We wish to address the following areas of
concerﬁ with regards to performance of the above—named
Utility, Shady Oaks Mobiie—Modular Estates,
Incorporated, for the period April 1, 1992. throuéh
January 6, 1993. One, &ommunications and customer
relations; two, customer billing; three, maintenance
apd operation of plant; four, installation of meters;
and five, utility response to customeﬁ service
problems.

In the area of communications and customer
relations: ' There is.no secure drop box or letter slot
provided at the office for deposit of payments. An

unattended cardboard box unsecured and with no
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provision for being locked is provided in the office
area for this purpose. The box carries a hand-lettered
disclaimer that says "Not responsible."

There has been no attempt on the part of the
Utility to educate customers about tariff provisions,
possible violations and probable consequences of them.
Although the tariffs are available in the office of the
Utility for any customer to inspect, the Utility office
is open only two hours per week on a constantly
changing schedule. And this makes any kind of business
transaction with the Utility exceedingly difficﬁlt.
Many customers are reluctant to call the Utility when
they have service problems,.because of fear of verbal
abuse or intimidation by the owner.

Another concern is our ability to reach the
Utility by telephone. The telephone in the offiée
during the periods it is not open directs the caller
via a recorded message to a Tampa long distance number.
It does not say that one may call collect. The monthly
bill also lists.fheAsame Tampa long distance number for
emergencies, it does not specify to call collect.
Because the office'is'SO seldom open, this number
becomes in effect the only number at which one can
exﬁect to reach the Utility, whether emergency or

routine call. The customer thus must pay long distance
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charges for most calls t§ the Utility. Further, there
is no local agent that can be called in case of
receiving no answer of a recorded message at the Tampa
number.

The service personnel located in Tampa also
have a 45- to sé—minute drive time to the plant located
in Zephyrhills depending on the traffic situation at
the time of the problem. We have already experienced a
one-day water outages due to this system of response.
At one. time the Utility was advised that hiring a local
agent or using a personal beeper might be a prudent
solution. This improvement has not Eeen activated.

Customer billing: The bookkeeper has been
very cooperative abﬁut answering billing questionms,
providing itemized statements,.and making reguired
adjustments.

Maintenance and operation-of the plant:

Leaks on the Utility side of the meters are still being
left unrepaired for unnecessarily long periods of time.
Water is still shut off to the entire park when repairs
are necessary'tq.ény part of the system, although we
have been adviSed this is scheduled for changé on
January lﬁ, 1993. 'The hook up to the County sewer
lines which was to be completed by January 1, 1992, has

yet to be started. We have a concern about the life
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expectancy of the seﬁage treatment system. We have
been told that the system has very serious problems.
What happens when it failé?

Installation of the meters: The meters were
not installed by a licensed plumber, and the
installation made in a most unprofessional manner, with
many instances of holes left uncovered, boxes set too
high, meters being placed too deep, and many of these
situations have yet to be corrected.

While all the customer meters have now been
installed, in the process of installation a number of
previously working systems were disrupted. In the
instances where customers have returned from vacation
to find water serﬁice problems where there were none
before, we believe the Utility should assume the
responéibility of determining and correcting these
problems.

The Utility response to customer service
problems: The Utility’s customers have_been_made aware
and do understand that'service complaints should
initially be broughf to the attention of the Utility.
Recent service coﬁpiéiﬁts have concerned meter accuracy
-— for example,lexcessively high gallonage readings --
disruption of water flow apparently caused by faﬁlty

meter installation, and sewer blockage. When these
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were brought to the Utility’s attention; the response
has been to instruct the customer to hire a plumber to
investigate the problem, prior to a thorough field
investigation by the Utility. It seems that the burden
of.proof is being placed upon the customer. We believe
it belongs to the Utility.

Conclusion: In recent weeks, we have seen
some efforts by the Utility to improve customer
relations. Often in the past, to avoid humiliation
and/or hostility, customers have buffered their
communications with the Utility through an Association
Board member. We are therefore reluctant to recognize
these efforts as a permanent change until enough time
has lapsed to observe the Utility’s interaction with
the larger share of the customers.

And I will give you a copy of that for the
record. May I enter into the record some previous
correspondence and documents that were on file with the
Staff but are not é part of this hearing?
| COMMISSIOHER BEARD: Sure.

WITNESS .-D. BIRD: 2ll right. Then we have
some documents‘thét we filed with Denise Vandiver dated
March 25, i992, and also another one dated September 11,
1991, as well as this one that I’m going to give you.

We also would like to enter into the record

FLORIDA PUBLIC SERVICE COMMISSION
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at this time signed statements regarding unsatisfactory
quality of sefvice from the following customers of the
Utility: John Boyce, Helen Wolters -- and would you
like these names spelled? I’11 give you a list.

COMMISSIONER BEARD: If you’ll just give the
list to —-

WITNESS D. BIRD: - All right. Elizabeth
Jacob, Alvin Lachapelle, Carrol Meeusen, Ruth Tutt,
Carolyn West, William Knapp, and Elinor Spalo.

And we would also like entered into the
record as exhibits of unsatisfactory quality of service
during the period March 1, 1991, through January 6,
1993, the following documents: A letter from Shady
Oaks Owners Association to the Public Service
Commission, Charles Hill, dated ﬁay 15, 19921. Do you
need a list of these that I want to enter?

COMMISSIONER BEARD: If you will simply give
those to her.

WITNESS D. BIRD: I can give the list to her
and then she can put it in, and that will save you time.

COMMISSIONER BEARD: We’ll do that and we’ll
have this as a Compésite Exhibit No. 4.

MR. FﬁIL: Yes, sir.

(Composite Exhibit No: 4 marked for

identification.)
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WITNESS D. BIRD: Okay, fine. Thank you very
much.

COMMISSIONER BEARD: Okay. Thank you.

MR; FEIL.: Mrs. Bird, if you don’t mind I do
have one questionf In your opinion as representative
of the Homeowners Association, has the quality of the
Utility’s service improved éince the rates increased?

WITNESS D. BIRD: Overall, no. There has been,
as I stated, some signs of improvement, but only in
isolated areas; and ﬁe are still having problems having
the Utility assume what we feel to be their duties.

MR. FEIL: 2All right, thank you.

(Witness Ms. Byrd excused.)

MR. FEIL: The next name I have is Robert
Lindahl.

MR. LINDAHL: I'm going to decline. I think
Dottie has summarized my feelings.

COMMISSIONER BEARD: Okay.

MR. FEIL: Are there any other customers fhat
wish to séeak? Sir, have yoﬁ been sworn in?

UNIDEHT'IFIED SPEAKER: No, I haven’t. I'm
sorry, I jﬁst decided I wanted to speak.

COMMISSIONER BEARD: Why don’t you do this if

would, come on over to the mike so the court reporter

FLORIDA PUBLIC SERVICE COMMISSION
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can take it down and I’11 swear you in just briefly.
EDMUND PCOIRIER

was called as a witness and, having been duly sworn,
testified as follows:

COMMISSIONER BEARD: Your name and address?

WITNESS POIRIER: My name is Edmund Poirier,
that’s P-0-I-R-I-E-R. I live at 38517 Willoughby
Drive. |

Now, it is only by listening to the comments
that have been made that I realized that I had a
problem; that, therefore, I did not yet contact Mr.
Sims on it, but I do wish to bring it up here. It
deals with the elevation of the water meter cover.

Now, early in December, I was doing some
repair work to the house and I fell from a iadder.
That has nothing to do with the Utility, but I did fall
across this meter box. And I feel -- well, I know that
I must have cracked several ribs because I'm still in
pain aé of today. I did not go see a doctor because
I’m sure that I would have been told to just rest and
not exert myself, and that’s what I‘m doing.

But, nevertheless, this box, cover box, sticks
out of the grouﬁa some four inches above the grass level;
and I fell immediately right across the cover. So I do

realize that by hearing the other people speaking that I
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have a problem and I will contact Mr. Sims about it to see
if I can get it corrected.

(Witness Poirier excused.)

COMMISSIONER BEARD: Okay. Thank you.

MR. FEIL: Is there anybody else here who
would wish to speak?

COMMISSIONER BEARD: Okay. Next would be
Staff. All right, moving along?

MR. FEIL: Staff would call Stanley Rieger to
the stand.

COMMISSIONER BEARD: For you all’s
information, as he’s coming, let me briefly tell you
what typically happens in a case here.

The Staff witnesses, as anybody else, has
prepared testimony, written testimony, that they have
filed in the case in advance. And we typically will take
that testimony and do what we call entering it into the
record as though it had been read into the record. That
way it becomes an official part; it helps us to save a
little bit of time. It also helps people to know what the
teétimony is in advance so that people have some idea of
what the witness is going to say and tpey can prepare any
questions they might have.

—

Go ahead.
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STANLEY D. RIEGER
was called as a witness on behalf of the Staff of the
Florida Public Service cOmmission-and, having been duly
sworn, testified as follows:
DIRECT EXAMINATION
BY MR. FEIL:

Q Sir, would you state your name and address
for the record, please?

A My name is Stanley Rieger. I am an engineer
with the Florida Public Service Commission. My address
is 101 East Gaines Street, Tallahassee, Florida.

Q Mr. Rieger, did you file prgfiled testimony
in this case consisting of five pages?

A Yes, I did.

Q Do you have any corrections to that
testimony?-
A I do have a correction. Some words were

omitted on Page 3 of my testimony, Line 25, the words
"did not" were omitted. The beginning of the sentence
should read, "The Utility did not install the meters in
a timelf manner."

Q Other thaﬁ that correction, if I asked vou
the guestions in:your testimony again here today, your
answers would be the same; is that correét?

A Yes.

FLORIDA PUBLIC SERVICE COMMISSION
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MR. FEIL: Mr. Commissioner, at this time I
ask that Mr. Rieger’s testimony be inserted into the

record as though read.

COMMISSIONER BEARD: His written testimony -
will be inserted into the record as though it had been
read.

Q {By Mr. Feil) And Mr. Rieger, did you have
any exhibits attached to your testimony?

A I have adopted the exhibits from Ms. Jenny
Lingo’s{

Q All right, thank you.

FLORIDA PUBLIC SERVICE COMMISSION
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DIRECT TESTIMONY OF STANLEY D. RIEGER

Would you please state your name and business address?

A. Stanley D. Riéger, 101 East Gaines Street, Fletcher Building, Tallahassee,

Florida 32399-0873

following:

Q
A
Q
A.
Q
A
Q
A

By whom are you employed?

1 am employed by the Florida Public Service Commission.

In what capacity?

I am empioyed as an Engineer in the Division of Water and Wastewater.

How long have you been employed in that capacity?

I have been employed in this capacity since April, 1981.

Briefly describe your duties?

My general responsibilities normaily include, but are nof Timited to the

(a)

Participation in formal and informal rate proceedings involving

water and sewer utilities under the jurisdiction of the Public Service

Commission;

(b)

Review and evaluation of rate applications; preparation and

analysis for special projects; preparation of testimony, giving

testimony and preparation of cross-examination questions for rate cases

in which I am involved;

(c)
(d)
(e)
(f)
(9)

Performance of detailed inspection of utility plants;
Inspection of uti1jt& condition and appearances of plant;
Review of capacity'of treatment pilants;

Review of oﬁerational data reltating to test years;

Review of treatment costs:
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(h) Review of operating personnel and their duties and salaries;

(i) Inspection of water meters and meter programs;

(j) Determination of what equipment is on hand to service systems;

(k) Review of booked plant value;

(1) Analysis of utilization of plant items;

(m) Review of upgrading reguirements

- (n) Review of operating and construction permits;

(o) Check for citations currently outstanding;

(p) Obtain permit and approval numbers from regulatory agencies.

(q) Preparation of original cost studies on utility plant.
Q. Please describe your educational qualifications and experience?
A. I received a Bachelor of Arts Degree from Washburn University of Topeka,
Kansas, in 1974, with a major in Mass Communications. From 1974 to 1981, I
wa§ employed by the City of Tallahassee, Florida, as a wastewater treatment
plant operator. I am currently certificated by the Florida Department of
Environmental Regulation as a Class "A" Wastewater Treatment Plant Operator
and as a Class "C" Water Treatment Plant Operator. Also, I am certified by
the Florida Water and Pollution Control Operators Association as a Class "C"
Wastewater Collection Technician and a Class "C" Water Distribution
Technician.
Q. Have you participated‘in rate cases in your capacity as an Engineer with
the Public Service Commiﬁsion?
A. Yes I have.
Q. As part of your duties as an Engineer, are you occasionally assigned

duties in relation to rate cases?
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A. Yes I am.

Q. Were you given such duties in relation to the Shady Oaks staff assisted
rate case Docket No. 900025-WS?

A. Yes I was.

Q. What is the present status of the Commission- ordered installation of
meters at the Shady Oaks Subdivision?

A. Meters to all of the utility’s customers have been installed.

Q. When were they installed?

A. On June 5, 1992, the Commission received a letter from the utility stating
that meters were installed for all of its residential customers. On June 17,
1992, I conducted an on-site inspection and verified that the residential
customers were metered and that the utility was nearing completion of the
installation of meters for its general service customers.

Q. Has the Commission formally recognized the installation of the meters?
A. Yes. As shown in Exhibit FJL-2, by Order No. 24084 issued February 8,
1991, the Commission recognized the installation of the meters and approved
the implementation of base facility and gallonage charges.

Q. You stated that when you conducted the on-site inspection on June 17,
1992, the utility was completing the installation of meters for its general
service customers. Would you say that June 17, 1992, was the day of
completion of that project?

A. June 17, 1992 was the day of completion of the meter installation project.
Q. Did the utility comp]y with the Commission orders to install water meters
in a timely fashion? ,. ndf'

1 ..
A. No. The utility instal]pﬁ the meters in a timely manner in accqrdance

\
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with Commission Order No. 24084. PAA Order No. 24084 required the utility to
install water meters for all its customers within six months. As shown in
Exhibit FJL-3, Order No. 25296, issued on November 4, 1991, found that the
utility had failed to comply with Order No. 24084. One part of the utility’s
noncompliance was its failure to complete the installation of meters. Citing
problems with customers not paying their bills because of a court dispute over
the utility’s rétes,.the utility was allowed in Order No. 25296 an additional
five months to install the meters. Noting that the utility was not in
complete compiiance with the order to install the meters, Order No. PSC-92-
0367-FOF-WS, issued on May 14, 1992, show caused the utility as to why it
should not be fined for noncompliance with the previous orders. This order
js attached to Ms. Lingo’s testimony as Exhibit FJL-4. Finally, on June 17,
1992, 74 days past the deadline stated in Order No. 25296, the last meters
were installed. Thus, I believe that the utility was in violation of a
Commission order for 74 days.

Q. Order No. PSC-92-0367-FOF-WS ordered the utility to show cause why it
should not be fined for continuing to provide unsatisfactory quality of
service. Has the quality of service provided by the utility improved since
that order was issued?

A. No. Because of the utility’s failure to interconnect its wastewater
system with Pasco County, quality of service should still be considered
unsatisfactory. A]sd,‘éﬁaff has seen no indication that customer relations
have improved. Staff has received several customer complaints concerning
problems with tﬁe installation of the meters, limited office hours of the

utility, and water outages.
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Does this complete your testimony?

Yes.
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Q (By Mr. feil) Mr. Riegér, you were here
present when some of the customers discussed the
situation with their lines and the meter installations.
Could you give the Commissioner some idea as to your
view of the lines and the meter installations?

7.\ Sure. I would like to summarize, however, my
testimony if I could.

Q@  Why don’t you go ahead and do that.

COMMISSIONER BEARD: Briefly, please.

A Because it might shed some light on it.

Basically my testimony deals with the
Utility’s complianceé or noncompliance with previous
Commission orders. This is in regards to the
installation of customer meters and quality of service.

Regarding the meters, the Utility has
installed the meters. However, I do believe that it
was not installed in a timely‘fashion.

The guality of service was also part of my
testimony. That is broken down in two parts: The
first part deals with the Commission-ordered
interconnection of its wastewater systém to the Pasco
County system.l That has not been done. The Utility
has failed to do so at the current qdate.

Also the Commission has previously ordered

the Utility to improve customer relations. I have not
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seen any improvement to that effect, as well. Put
those together, the quality of service should still'be
considered unsatisfactory.

Regarding the comments brought ocut by the
custbmers, I do have some comments. The problem Ms.
Bremer brought out concerning problems_with thé meter
and the installation as such, unfortunately, typically
as the Commission receives complaints, they will work
with the Utility to try to address problems with
excessivelgallonage-or whatever; and ultimately a meter
test will be performed by the appropriate parties.
Since the Commission in this case was not a party of
it, it is hard to pinpoint at this time what actually
did happen, aitﬁough I do believeAwhat Ms. Bremer did
say was correct.

The process that the Utility did take in this
account was not proper, I don’t believe. We will try
to tfack down what we can as far as what the Utility
said they did and find the meter and do what is
possible to correct the situation. However, it does
appear unlikely that she would have used that much
water during that time frame. We will try to address
that. |

COMMISSIONER BEARD: Do we typically require

or at the minimum suggest that where there is a protest

FLORIDA PUBLIC SERVICE COMMISSION
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on a meter that they maintain that.meter for inspection
to resolve the conflict?

WITNESS RIEGER: Yes, sir. If we’re aware of
it and if the problem does not seem to be unresolved,
we will try to be at the site during thé neter test or
accompany the meter to the testing site facility to see
if everything has been done properly. I have not had
the opportunity to see the results yet.

COMMISéIONER BEARD: Well, that’s.something
we’ll have to work on in the future?

WITNESS RIEGER: We will have to work on
that, yes.

COMMISSIONER BEARD: Okay. That’s good.

WITNESS RIEGER: The problem concerning the
sewer backup, Ms. Bird did call the Commission |
approximately a week ago concerning the "Arnold backup
sewer situation" where the plumbers determined that the
problem is in the "T," or we refer to it as the "Y."

If that is the situation, we consider that part of the
Utility’s responsibility and part of the property.

The rules are clear in that case. In
Commission Rules 25-30.236(2), it states that "Each
sewer utility shall provide the service pipe to the
sewer connection and may locate that connection'at the

customer curb."

* FLORIDA PUBLIC SERVICE COMMISSION
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The Utility also is required to maintain that

service pipe up to the interconnect; and I believe that

falls on the Utility’s side if, in fact, the roots and
whatever were found in the "Y." So it is believed, and
I believe once we discover more information about it,
it would be determined that it was the Utility’s
responsibility. And.it is my opinion that the costs
related to that should be the Utility’s responsibility
to pay.

Q (By Mr. Feil) Well, Mr. Rieger, if I may,
let me ask you an overview gquestion regarding the lines
in the park and the meter installations.

You, if I understood it correctly, d4id an
inspection to verify that the meters were installed

sometime last year; is that correct?

A Yes, we did.
Q And you visually inspected the meters?
A We inspected the meters. I personally

inspected the meters. In fact, the final day of the
meter installation when the Utility was installing its
last meter here that connects the rec center, I was
here at that time. The meters that were inspected were
at that time loaked properly installed. However, I did
not go to each one of the meters.

We are aware since then that there are leaks

FLORIDA PUBLIC SERVICE COMMISSION
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as was testified for today. It appears that the

Utility’s installations may have been, at best, in a
temporary nature, although it should be more permanent.
That in any_leaks resulting that or damage to the
facilities, either the customer’s or the Utility’s,
should be the responsibility of the Utility since they,
in fact, did the damage and any leaks related to that
should be the responsibility for repairs by the
Utility.

Back in oOctober, the 3rd of October, I was
notified the situation of the ground not settling
arocund the meters. I was in the area anyway. I came.
by and inspected, and I did see several meters to that
effect that the ground was eroding around it, that the
installation ﬁay not have been properly put in at that
time.

I did send a letter to the Utility dated
October 14th concerning about the installation of the
meter boxes, of course, in the ground and reaffirmed
with the Utility that it was indeed its responsibility
to make sure'that‘the installation was proper and
should be maihﬁainéd because it is the Utility’s
re5ponsibility.

| Unfortunately, I have not been back to the

facility to verify to see if any improvements have been
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made; but it sounds today that there are still existing
proﬁlems to that effect.

All the things.thét Ms. Bird had listed we’ve
heard before, and it seems to be a problem with the
Utiiity as far as working with the Utility to maintain
a level of satisfactory workmanship of what bonfire we
may put out as far as Staff working with utility one
day may come up again as another situation at a later
date. We seem to be constantly having new situations
coming up. We deal with the Utility quite often to
correct these things. They méy be corrected, they may
not be. It’s hard, as a matter of fact.

COMMISSIONER BEARD: Let me ask you a quick
question if I can. I want to go back to cne in
particular. I bélieve it was Ms. Kellnhofer who was
talking about the formation of Lake Shady Oaks in her
backyard and neighbors’ yards at one point in time
there with a pipe prior to the meters being installed.

WITNESS RIEGER: Yes.

COMMISSIONER BEARD: What do we typically use
as a demarcation point when there is no meter as to
what belongs to the.dustomer and what belongs to the
Utility?

WITNESS RIEGER: Well, typically, there would

be a main and then a service line coming off of that

FLORIDA PUBLIC SERVICE COMMISSION
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|

main to the customer’s connection. If it is on the
customer‘s property and it is -- if it does appear to
be a service line, it more than likely would be the
responsibility of the customer. Fortunately, we don’t

have that problem very often because most of our

utilities are metered, as is this one in this case now.
COMMISSIONER BEARD: And in this instance
that particular liné happened to not be on their
property?
WITNESS RIEGER: Not on their property, and
as I understand it, it is before it gets to the
customer’s meter to date.

COMMISSIONER BEARD: Yes.

WITNESS RIEGER: So, yes, here again it
appears that it was the Utility’s responsibility. And
the response time for repairs has a lot to be desired
to that effect; as well;

Also, it is unfortunate that it appears to be
an immediate response of the Utility to tell the
customer to call a plumber as opposed to coﬁing out
here and at least ‘identifying the problem to establish

whose responsibility it is. I think that is an

unfortunate part of the Utility’s main office being
locates so far away from the service area.

In reference to office hours, we have allowed

FLORIDA PUBLIC SERVICE COMMISSTON
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money ~- in fact, $6,000 a year, I do believe -- to
kKeep the office open approximately ten hours a week.
It doesn’t appear that that is being done, as well.

COMMISSIONER BEARD: Okay.

WITNESS RIEGER: This situation, I’m
concerned about the current situation about Mr. Sims
informing those customers that do not have water
service, currently do not have water service. It is
unfortunate that this happened. O0f course, they’'re
entitled to water service, especially since they
apparently have notified the Utility that they ﬁanted
to service to be put on. And it’s not their mistake or
whatever that that service is not on to date, it
appears.

‘As a further note to update, I was showing
some of my co-workers where the last meter was
installed, which was here at the rec center. 2nd we
went and opened the valve béx, and we did not see the
meter buf we did see leaking water. We don’t know what
side of the meter it is, but it’s just as a
for-instance that the situation does exist and we have
an example right outside our door.

COMMIéSIOﬁER BEARD: Okay.

Q ({By Mr. Feil) Let me ask you, if I may, one

last question with regard to meter location.

FLORIDA PUBLIC SERVICE COMMISSION
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I# part of the problem with the installation
and location of the meters the design and ;ocatiqn of
the service pipes?

a Yes. I'm sorry I d4id not bring that up, I
wanted to.

The installation of the lines, when the
facility was first installed, I believe Mr. Sims had
something to do with that from the very beginning. The
lines typically, as we’re used to, follow either roads
or direct property boundaries. They do not in this
case in some instances.

Meters may be located on other people’s
property, and those meters may be serving their
neighbors or whatever.

The oéinion that Staff has taken to this
point is that we were lucky to get the meters installed
and installed properly -- which may or may not have
been done -~ the location of which falls where the
lines may be. And it’s unfortunate that there could be
several‘meters on one personfs property serving his
neighbors.

I thihk'the main goal that we’re trying to
achieve islthe proper installation of these meters.

The boxes are included in this; and if boxes are

extended beyond the ground level, they should be
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lowered. If ground is being eroded around these
meters, they should be filled back in.

COMMISSIONER BEARD: Let me ask you a

.question because I’m curious.

In one instance where we had where the meter
was installed on another person‘’s property, I have to
assume that at some point in time that line arrives on
the property of the person being served?

WITNESS RIEGER: Yes.

COMMISSIONER BEARD: Okay. And then I follow
that with in one instance where the meter is installed
literally three or four feet from the home, and I guess
I’'m trying to marry those two up. You install one
meter on somebody else’s property; but there seems to
be no problem with installing the meter within feef of
the home.

WITNESS RIEGER: Well, that is the problem of
coming back after-the-fact, after the installation of
the lines were made. We have problems out there. We
have fence lines, we have shrubbery, we have patio
decks; we have just problems of locating the line, and
that may be the case in a lot of instances.

There ére physigal problems that may prevent
the installation, proper installation. Of course, we

would all like to see meters placed on the same

FLORIDA PUBLIC SERVICE COMMISSION -
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-property that serves the customer as well. But I do

believe there were physical problems in this case.
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COMMISSIONER BEARD: Okay.
MR. FEIL:. I have nothing further.-

COMMISSIONER BEARD: Okay. Thank you.

t Witness is excused.

We’ll wait to move exhibits in, I guess,
since they’re part of the second part.

Let’s do this, for the benefit of the court
reporter and me, if we could take about a ten-minute
break and we’ll be right back.

(Witness Rieger excused.)

" (Brief reéess.)
COMMISSIONER BEARD: Okay, Counsel.

FRANCES J. LINGO

was called as a witness on behalf of the Staff of the

Florida Public Service Commission and, having been duly
sworn, testified as follows:

DIRECT EXAMINATION

BY MR. FEIL:

Q Please state your name and business address

for the feéord.__

A My name is Jenny Lingo; I’m a Regulatory

Analyst for the Public Service Commission. My address

FLORIDA PUBLIC SERVICE COMMISSION
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is 101 East Gaines Street, Tallahassee.
Q And you are the Frances J. Lingo who prefiled

testimony in this docket consisting of nine written

pages?

A Yes, I am.

Q Do you have any corrections to that
testimony?

A Yes, I have revisgd Exhibit FJL-8 to
incorporate a response —-—

COMMISSIONER BEARD: Can you pull the
microphone a bit closer? They’re having some trouble
in the back hearing, I think.

A Yes. I have revised Exhibit FJL-8 to
incorporate information contained in the Utility’s
response to one of our interrogatories.

Q How does that change the testimony, please?

A On Page 8, Line 19, the dollar amount $22,609
should read $20,109. And on Line 21, 5%9% should read
54%.

Q Other than those corrections, if I asked you
the questions in this testimony today, would your
answers to them be thé same?

A Yes, they would.

MR. FEIL: Mr. Commissioner, I ask that her

testimony be inserted into the record as though read.

FLORIDA PUBLIC SERVICE COMMISSION
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COMMISSIO&ER ﬁEARD: It will be so inserted.

0 (By Mr. Feil) And, Ms. Lingo, you also had
attached to your téstimony and filed with it Exhibits
FJL;l through 8, is that correct?

A Yes, that’s correct.

Q And you mentioned thét you had corrections to
that testimony. Let me show you those corrections‘and
then you can verify whether or ﬁot those are they.
(Pause)

And those are the corrections to FJL-8; is
that correct?.

A Yes, that’s correct.

MR. FEIL: Commissioner, if you would
identify as a composite those prefiled exhibits?

COMMISSIONER BEARD: It will be Composite
Exhibit, .I believe, No. 5; is that correct?

MR. FEIL: Yes, sir.

(Composite Exhibit No. 5 marked for

identification.)

FLORIDA PUBLIC SERVICE COMMISSION
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DIRECT TESTIMONY OF FRANCES J. LINGO
Q. Would you please state your name and business address?
A. Frances J. Lingo, 101 East Gaines Street, Tallahassee, Florida 32399-
0850. '
Q. By whom are you employed, and in what capacity?
A. -I am employed by the F10rida Public Service Commission as a Regulatory
Analyst IV.
Q. How long have you been employed by the Florida Public Service Commission?
A. - 1 have been employed by the Commission since June 12, 1989.
Q. Would you please state your educational background and experience?
A. I received a Bachelor of Science Degree with a major in Accounting and a
Bachelor of Science Degree with a major in Economics, both from The Florida
State University, in August 1983.

From October 1983 to May 1989, I was employed by Ben Johnson Associates,
Inc. (BJA), an economic and analytic consulting firm specializing in the area
of public utility regulation. During my employment at BJA, I performed
research and analysis in more than 75 utility rate proceedings, assisting with
the coordination and preparation of exhibits. I also assisted with the
preparation of testimony, discovery and cross-examination regarding rate
design:issues. .

In particular, I prepared embedded cost-of-service studies, made typfca?

bi11 comparisons and examihed‘]oca1 service rate and cost relationships. |1

. studied residential and general service rates, customer charges, management

decision-making processes, slippage in the engineering and construction of
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nuclear power plants, nuclear versus coal plant costs and seasonal load and
usage patterns.

In Jdne 1989, 1 joined the Commission as a Regulatory Analyst II. In June
1930, I was promoted to .Regulatory Analyst III, and in October 1991, T was
promoted to my current position of Regulatory Analyst IV.

Q. Would you describe your experience and duties at the Commission?
A. Yeﬁ. My experience at the Commission includes but is not 1limited to:

(a) reviewing and evaluating staff-assisted rate case filings, including

auditing utilities’ books and recordé, developing rate base, rate of
return and revenue requirements, and preparing and presenting
recommendations in cases in which I am involved;

(b} reviewing and evaluating price index and pass-through rate

adjustment applications;

(¢) desk audits of annual reports and determining the respective

utility’s rate of return;

(d) overearning investigations; and

(d) research and other related duties on accounting and financial

matters relating to water and wastewater utilities subject to the
Jurisdiction of the Commission.

In addition, 1 have attended the Eastern Utility Rate Seminar, a2
comprehensive seminar on utility ratemaking, including topics on rate base,
income statement conéidefations, problems of small water utilities, return on
investment and'rgte design. I have also received in-house training regarding
utility regulation, rate base, rate of return, revenue reguirements and rate

design issues.
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Q. What is the purpose of your testimony in this proceeding?
A. I will present testimpny regarding Shady'Oaks Mobile-Modular Estates;
Inc.’s compliance with Commission Ofders Nos. 24084 and 25296. My testimony
will focus on whether the utility has complied with Commission orders to:

(a) request a name change and restructure;

(b) spend at Teast $1,445 per month for preventative maintenance; and

(¢) maintain its escrow account at the appropriate balance.
Q. Have you prepared exhibits which support Staff’s position in this case?
A. Yes. Attached as Exhibit FJL-1 is Staff’s recommendation prepared for the
April 21, 1992 Agenda Conference. As a matter of convenience, Commission
Orders Nos. 24084, 25296 and PSC-92-0367-FOF-WS are attached as Exhibits FJL-
2, FJL-3 and FJL-4, respectively. Exhibit FJL-5 is correspondence from the
Division of Water and Wastewater to Mr. Richard D. Sims, the owner of Shady
Oaks. Exhibit FJL-6 contains copies of recent correspondence received by
Staff from the utility. Exhibit FJL-7 is an analysis of the utility’s
preventative maintenance expenditures, and Exhibit FJL-8 is an analysis of the
deficiency in the utility’s escrow account.
Q. By Orders Nos. 24084 and 25296, did the Commission order Shady Oaks
Mobile-Modular Estates, Inc. to submit a request for acknowledgement of a name
change and restructure?
A. Yes, it did.
@. Would you please summarize'fhe events associated with the orders in this
regard? _
A. Yes. As discussediin detail on pages four through six of Exhibit FJL-1,
in August 1990, Mr. Sims transferred the title of the utility land from Shady
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IOaks Mobile-Modular Estates, Inc. to Richard D. and Caroline Sue Sims.

However, this transfer was not approved by the Commission. Therefore, in
Order No. 24084, issued February 8, 1991, the Commission ordered Shady Oaks
to file within 60 days a request for acknowledgement of a name change and
restructure.

By Order No. 25296, issued November 4, 1991, the Commission allowed the
utility additional time to complete the name change and restructure
requirements. Specifically, the utility was ordered to submit within 60 days
all necessary information for changing its ceriificated name, including
evidence that the title to all the utility Tand and personal property has been

properly transferred to S & D Utility, or revert to operating under its

currently certificated name of Shady Oaks Mobile-Modular Estates, Inc.

Q. In addition to the Commission orders requiring that the utility submit a
request for acknowledgement of a2 name change and restructure, has staff made
other attempts to obtain the information from the utility?

A. Yes. By letter dated January 22, 1992, Staff restated to Mr. Sims what
information was necessary to complete the name change. This letter is
included in Exhibit FJL-1. In addition, by letter dated July 21, 1992, Staff
again notified Mr. Sims regarding the appropriate filing requirements. This
letter is attached as Exhibit FJL-5.

Q. Have you reviewgd all the documents filed by the utility in this‘
proceeding? |

A. Yes, I have.

Q. Based on your review of these documents, has the utility filed the

required documents for the name change and restructure?
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A. No, the utility has not filed the documents for a name change and
restructure.

Q. Although the utility has failed to file the required documents for the
name change and restructure, has the utility complied with the Commission’s
order to revert to operating under its certificated name of Shady Oaks Mobile-
Modular Estates, Inc.?

A. No. The utiltity continues to operate as S & D Uti1ity. Attached as
Exhibit FJL-6 are copies of recent correspondence received by Staff from the
utitity. The letterhead on all correspondence indicates the utility is
operating as S & D Utility.

Q. Therefore, based on your review of the documents filed in this proceeding,
has the utility complied with Orders Nos. 24084 and 25296 with respect to the
name change and restructure requirements?

A. No; it has not. _

Q. By Orders Nos. 24084 and 25296, Did the Commission order Shady Oaks
Mobile-Modular Estates, Inc. to spend funds on preventative maintenance?

A, Yes, it did.

Q. Would you please summarize the events associated with the orders in this
regard?

A. Yes. As discussed on pages seven through eight of Exhibit FJL-l, the.
rates approved in Order No. 24084 include a monthly allowance of $1,700 for
preventative maintenance. 10rd§r No. 24084 further states that if at six
months from the effective date of the order the utility has not expended at
least 85% of the amount allowed (at least $1,445 per month), the utility shail

submit a written schedule to show what monthly maintenance will be adopted
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along with a statement of the reason such funds were not expended and a
detailed statement of its future plans to maintain the system.

The utility did not spend the required maintenance allowance during the
months of March through August 1991. However, in Order No. 25296, issued
November 4, 1991, the Commissioﬁ found that the utility’s failure to spend the
maintenance allowance was likely due to decreased revenues collected during
the period. Therefore, the utility was ordered to comply with the
requirements of Order No. 24084 on a prospective basis. The Commission was
to review the issue in five months’ time.

G. Have you performed an analysis of the utility’s preventative maintenance
expenditures?

A. Yes. I have analyzed the utility’s expenditures for the months of
September 1991 through February 1992.

0. What are the results of your analysis of these expenditures?

A. As shown on Exhibit FJL-7, my analysis indicates that during the six
months under review, the wutility’s tfotal expenditures on preventative
maintenance were approximately $3,300. However, over a six month period, the
utility would be expected to spend at least $8,670. This figure is based on
the requirement that the utility spend at least 85% of the $1,700 ailowance
for each of the six monfhs. Therefore, the utility’s actual expenditures
represent less than 40% of what the utility was ordered to spend.

Q. Although the uti]it} did not spend the allowance for preventative
maintenance, has the ﬁti]ity submitted to staff the required statement of the
reasons the fun&s were not expended and a detailed statement of its future

plans to maintain the system?
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A. No. The utility has not submitted either of these statements to Staff.
Q. Therefore, based on your review of the utility’s expenditures and the
documents filed in this proceeding, has tﬁe utility complied with Order No.
25296 regarding the preventative maintenance requirement?

A. No, it has not.

Q. By Orders Nos. 24084 and 25296, Did the Commission order Shady Oaks
Mobile-Modular Estates, Inc. to escrow a portion of its rate increase?

A. Yes, it did.

Q. Would you please summarize the events associated with the orders in this
regard?

A. Yes. As discussed on pages ten through eleven of Exhibit FJL-1, the
utility received a rate increase effective March 2, 1991, as a result of its
staff-assisted rate case. By Order No. 24084, the utility was required to
place in escrow the portion of the rate increase related to proforma plant and
a $2,000 penalty related to unsatisfactory quality of service. Specifically,
the utility was ordered to escrow a total of $0.32 of the water gallonage
charge, br‘ $1.89 of the water flat rate, and a total of $1.80 of the
wastewater gallonage charge, or $10.80 of the wastewater flat rate be escrowed
to accumulate the proper sums as required.

As,discusséd in Order No. 25296, the utility did not comply with Order No.
24084 regarding the escrow requirements, in large part due to fhe failure of
many of the utility’s custom¢r$ to pay their water and wastewater bills. As
a result,'the uti]ity‘uni1atera11y decided to discontinue placing money in
escrow in order for if to pay its bills. As further discussed in Order No.

25296, the utility was admonished for ceasing to escrow without the
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Commission’s approval. The utility was ordered to immediately cerrect the
deficiency in the account, and to continue placing the appropriate portion of
revenues in the escrow account. |

Q. Have you performed an analysis of the utility’s escrow account balance?

A. Yes. Attached as Exhibit FJL-8 is my analysis of the utility’s escrow
account balance.

Q. Please explain Exhibit FJL-8.

A. 1 have reviewed the utility’s billing and collection records. Based on
the revenues collected each month, I calculated the appropriate amount of
revenues that should have been placed into the escrow account each month.
These -amounts were then compared to the amounts actually escrowed by the
utility.

Q. What are your findings based on this analysis?

A. As shown on Exhibit FJL-8, as of November 30, 1991, the utility had placed
$1,201 into escrow, or approximately $3,417 less than the appropriate escrow
amount of $4,618. This violates the Commission’s order to immediately place
into the escrow account the funds necessary to bring the account up to the
appropriate balance. As also shown on Exhibit FJL-8, at September 30, 1992,

the utility should have placed a total of approximately 322{699 into the

escrow account. However, the utility has placed only $9,251 into the account,

5470

‘or 59% less than the appropriate amount.

Q. Therefore, based on your analysis of the balance in the utility’s escrow
account, has the uti1ity complied with Orders Nos. 24084 and 25296 regarding
the escrow requirement?

A. No, it has not. —

Q. Does this conclude your testimony?

A. VYes, it does.
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COMMISSIONER BEARD: While we’re doing this,
let me ask one question. And perhaps this witness
would be the one to an#wer.

I had a guestion on break aboutlwhen you pay
your bill, the appropriate way =-- I think there’s a
concern that the check be made out appropriately so
that there’s some kind of an audit trail to make sure
that they paid their bill? The proper name By our
records that they should be making the check out to pay
the utility bill is what?

WITNESS LINGO: The certificated name of the
Utility is Shady Oaks Mobile~Modular Estates,
Incorporated. However, the Utility has been operating
as 8&D Utility for é period of months in violation-of a
Commission order.

COMMISSIONER BEARD: Okay. So if they‘want
to be safe they should make it out to Shady Oaks
Mobile-Modular Estates?

WITNESS LINGO: Commissioner, the Utility’s
bank account is in the name of S&D Utility, which
causes another probiem; I would recommend that the
check be made out fof irail purposes for S&D Utility,
although it is got the certificated name, because the
escrow account is iﬁ S&D Utility as well.

COMMISSIONER BEARD: Okay. For you all’s

FLORIDA PUBLIC SERVICE COMMISSION
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‘information at this point and for our records to track,

probably the safest approach is to make it out to S&D
Utilities. Okay?

Okay, I’m sorry, go ahead.

MR. FEIL: I have one other exhibit to pass out.

If we could identify this as a Composite Exhibit 6.
| COMMISSIONER BEARD: Okay.
MR. FEIL: The description would be
"Discovery and Responses to Discovery.”
COMMISSIONER BEARD: okay.
{Composite Exhibit No. 6 marked for
identification.) |

Q (By Mr. Feil) Ms. Lingo, do you recognize
that document?

‘A Yes. The first portion of this document
represents interrogatories that I prepared and
submitted to the Utility for their response. And the
second part of this document are the Utility’s
responses to a portion of the interrogatories that I
submitted.

Q In your .view, does anything that the Utility
say in those réspbnses contradict or gainsay any of the
allegationé which the Staff has made against the
Utility?

| A No, they do not.

FLORIDA PUBLIC SERVICE COMMISSION
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Q What action do you think the Commission
should consider taking against Shady Oaks?

a I believe that the Utility should be fined in
the amount of rate base; that we initiate a separate
proceeding to reduce the Uﬁility’s rates by the amount
of pro forma plant and preventative maintenance expense
that has not been spent by the Utility; and that the
Utility’s certificate be revoked.

Q If the customers are willihg to work out a
deal with the Utility and purchase the Utility from Mr.
Sims, do you think that the Commission could structure
its action against the Utility so as to encourage him
to do that?

a Yes. If we would agree to perhaps suspend
the impiementation of fhe fines until a date certain
contingent upon a sale being consummated of the
Utility, Staff would certainly be willing, you know, we
would be willing to consider that.

MR. FEIL: I don’t have any more questions.
COMMISSIONER BEARD: Let me ask you a quick
gquestion. In developing the record along those thought
lines, just in rough numbers, there is in excess of
$10,000 that shoﬁld have been escrowed that was not?
- WITNESS LINGO: Yes, sir, that’s correct.

COMMISSIONER BEARD: Where that comes from to

FLORIDA PUBLIC SERVICE COMMISSION
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me is that there is $10,000 that, instead of being put

in an escrow account, was put in somebody’s pocket?

WITNESS L;NGO: Yes, sir.

COMMISSIONER BEARD: Would it be your
position that as a part of structuring some form of
sale or transfer those dollars would be associated with
monies alreédy collected a quote/unquote "profit"?

WITNESS LINGO: That is something that should
be considered when structuring the sale, yes.

COMMISSIONER BEARD: Okay. Because I have a
great deal of concern that that money was to have been
put someplace to take care of some things that it was
not. I guess from the standpoint of trying to work out
whatever reasonable solution that is there that that
needs to be a factor, among other things.

Okay, that’s all I have. Anything else?

MR. FEIL: ©No, sir. I move the exhibits into
the record.

- COMMISSIONER BEARD: We will move Composite
Exhibit No. 4 -- excuse me, No. 5 and No. 6 into the
record.

MR. FﬁIb: Yes, sir.

éOMMISSIONER BEARD: Thank you.

(Witness Lingo excused.)

COMMISSIONER BEARD: Now, did I get all the

FLORIDA PUBLIC SERVICE COMMISSTON
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exhibits move in at this stage?

MR. FEIL: With regards to the things that
the custqmers brought up, I just assumed that you had.

COMMISSIONER BEARD: For the record, I'm
moving Exhibits Nos. 1; 2, 3 and 4 into the record as
well, just to make sure the record is clear; so ﬁe have
all of those.‘ and i think you‘will get with Ms. Bird
after we finish to make sure we have all the
information about those exhibits and follow up on that.

(Exhibits Nos. 1 through 6 received into
evidence.)

THE REPORTER: Yes, sir.

COMMISSIONER BEARD: Okay.

MR. FEIL: I think that there’s only one
matter that needs to be mentioned; and that is, because
you are a Hearing Officer, I will have prepared for
your signature early next week an order establishing
post-hearing procedure.

COMMISSIONER BEARD: Okay.

MR. FEIL: The present CASR is scheduled for
a decision, I belieﬁe,nsometime in March. So we’ll see
if the new Hearing Officer filing scheme fits into that
schedule. |

COMMISSIONER BEARD: Okay. We’ll try to

expedite that as much as we reascnably can to try to

FLORIDA PUBLIC SERVICE COMMISSION
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get some results and relief for the people. Okay.

We appreciate your coming. I only wish that
we could have gotten more_answers for you today; but in
the absence of the Utility’s presence, that becomes
difficult.

I can promise you that we will pursue the
complaints;that we will pursue the matters brought to
us in this hearing; and whatever it takes tolget you
the proper quality of service in a proper manner, we
will do. I thank yéu very much for coming here-today
and appreciate -- yes, sir?

FROM THE AUDIENCE: Mr. Chairman? There is
no intention of c¢losing this docket yet, is there?

COMMISSIONER BEARD: No, sir, the docket will
not close. At the very earliest, the docket will close
once we have been through all this process and
proceeding and all the Commissioners have made a
decision. I would suggest to you that, what I see of
fhis now, that even then it will not close until an
ultimate solution to the problems associated with this
utility are foﬁnd#

UNIDEﬁTiFIED SPEARKER: Thank you.

éOMMISSIONER BEARD: We typically leave our
dockets opeﬁ until we are satisfied that everything has

been taken care of. Okay?

FLORIDA PUBLIC SERVICE COMMISSION
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UNIDENTIFIED SPEAKER: Okay.
COMMISSIONER BEARD: Okay. Again, thank you
so much for your time and presence.

(Hearing concluded at 11:40 a.m.)

FLORIDA PUBLIC SERVICE COMMISSION
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FLORIDA)
S CERTIFICATE OF REPORTER

COUNTY OF LEON)

I, SYDNEY C. SILVA, CSR, RPR, official
Commission Reporter,

DO HEREBY CERTIFY that the hearing in the
captioned matter, Docket No. 900025-WS, was heard by the
Florida Public Service Commission at the time and place
herein stated; it is further

CERTIFIED that I reported in shorthand the said
proceedings; that the same has been transcribed under my
direct supervision, and that this transcript, consisting
of 88 padges, inclusive, constitutes a true and accurate
transcription of my notes of said proceedings; it is
further

CERTIFIED that I am neither of counsel nor
related to the parties in said cause and have no interest,
financial or otherwisé, in the outcome of this docket.

IN WITNESS WHEREOF, I have hereunto set my hand

at Tallahassee, Leon County, Florida, this 15th day of

ey O e

"SYDNEY C. $ILVA, CSR, RPR
Official Commission Reporter
FPSC Bureau of Reporting
Telephone No. {904) 488-5981

January, A.D., 1993.
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Commissioners: Bage L ek 26
EIEOMAS“E BEARD, CHAIRMAN DIVISION QF WATER &
TTY LEY WASTEWATER
J.TERRY DEASON CHARLES HILL
SUSAN F. CLARK DIRECTOR

LUIS J. LAUREDO

(904) 488-8482

Spublic éethm Commission

July 21,1992 oo

Mz, R. D. Sims ' ' _ .
Skhady Oaks Mobiie- Modutar Estates, Inc. - ' )
Post Offce Box 280012

Tampa, Florida 33682-0012

Re:  Reguest for name change of Shady Oaks Mobile-Modular Estates, Inc. to S
& D Utility

Dear M. Sims:

Your request for an application for a name change has been referred to this offics
for respomse. We do not currently have an application form or adminiswative rules
governing the filing requirements for a change in name of a utility. In order to procsss a
name change, sial must verify that the unlmfs name has changed with no change in
ownership or control of the urlity or its assets, and that owne'shm of the umnlity assets are
in the new name of the utlity. The"ezore you must submit the unury’s comnlefe new name,

" proof of ownership of the udlity’s property in the new name of the utility, and the effective
date of the name change. In additon, you must submit a complete new tariff reflecting the
new name of the urlity on each page of the tariff, inciuding all standard forms, such as the
billing statement and the application for servics. The utility’s certificate must be returned
so that it can be re-issued in the new name:

If the name change also involves a change in the structure of the utility, such as a
change from a corporation to a partnership with a change in the control of the udlity, this
would be considersd a transfer of majority organizational control and the filing requirements
are more extensive. If that is the case, please contact this office before you fie for a name
change so that we can send you the appropriate application form and administrative rules.

FLET CI—’E’Z SUTLDING e 101 EAST GAINES STREET o TALLAHASSEE, FL 32399-0830
An Affirmacive Action/Egqual Opporrunity Empicyer
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Mzr. R. D. Sims
Tuly 21, 1992
Page Two

If you have any further questions, please contact me.
Sincerely, .

L J'f;%abk) (2k6%2$4L*~;
/é
J

Chase |
Regulatory Analyst Supervisor

[ie
cc:  Division of Water and Wastewater (Hiil, Lingo)
Division of Lagal Services (Feil)
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DOCKET NO. %00025-WsS
STAFF’S FIRST SET OF
INTERROGATORIES
INTERROGATORIES
1. On page one of the utility's respohse to the Commission's

EXHIBIT FJL-11

Order to Show Cause, Mr. Sims states:

(2)

"These assets were transferred from Shady Oaks to
Richard D. and Carcline Sue Sims. At the present,
I am the sole owner of the Utility, but the land is
registered in the name of Richard D. and Carcline
Sue Sims." '

Does the above-referenced statement mean that Richard D.
and Carcline Sue Sims own the land upon which the
utility's assets are located?

If +the response to (a) 1is negative, whoc owns <the
utility'!s land?

s



DOCKET NO. 900025-WsS
STAFF'S FIRST SET OF

e EXHIBIT FJL-11
INTERROGAT ES
s Page 4 of 16
2. (a) Does the statement referenced in Intérrogatory No. 1 mean

that Richard D. and Caroline Sue Sims own all of the
utility's assets? S

(b} If the response to 2(a) 1s negative, who owns the
. utility's assets? .
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DOCXET NO. 900025-ws EXHIBIT FJL-11

STAFF'S FIRST SET OF Page 5 of 16
INTERROGATORIES ’ B v
3. (a) As a result of the transfer of any utility assets, is the

utility now considered a sole proprietorship for federal
income tax purposes? '

{p) If the response to 3({a) is negative, please indicate the
utility's federal income tax filing status.

L4 -
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STAFF'S FIRST SET OF i Page f _9f 16
INTERROGATORIES

4. (a) If the utility is now a sole proprietorship, has the

utility filed with the Commission the documents requi;ed
for the Commission to approve :a transfer of majority
organizational control? -

(b} If the response to 4(a) is negative, please explain why
thesa documents have not been filed.
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DOCKET NO. 900025-WS

STAFF'S FIRST SET OF ' EXHIBIT FJL-11
INTERROGATORIES - Page 7 of 16
5. (a) What was the effective date of the name change from Shady

Oaks Mobile-Modular Estates, Inc. to S & D Utility?

(b) Why has the utility failed to file the deocuments which
‘ the Commission regquired it to file in Orders Nos. 24084
and 25296 regarding acknowledgement of the name change?

-6 -
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REGEIWED
g 73 L o3 3Y TGE
BEFOIE THE FLORED & PUSITCSERVICE COMMISSION - -
- sl ‘.’_:’PA'H*.‘H

essicssed rate czse in Pesco
County by SEADY O4KS NORIIE-
MODUTAR BSTATES, INC.

2 . .2 -~ ,')'
In re: 4pplicriion for sta:f—?”

RESPONDANT'S REPLIES TO COMMISSICN STAFF'S.FIRST SET
CF LJTERRCGATCRIES 10 SHADY CAKS HOBILE-I'ODUL-R
ESTATES, IHC.

The answers 10 the interrogatories oropounded by ti
Commission under date of 10-15-G2 are as follows: (answers
correspondend to interrogatory numbers and sub—secticqg)

1. (=2) The land uvon which the utility's asseis are located
is owned vy Richard D. and Caroline Sue Sims.

2. (3) Yo. The utility's assets are owned individually by
Richerd D. Sims d/b/a S & D Utility. dHowever, some
aincr tools and miscellaneous spare naris are owned
oy Shady Caks Mobile Modular Estates. The value of
tnese assets would not exceed 31,000.00 in value.

3. Yes, the U%tility is =z soXe orovprietorship for faderal
income tax nurvoses and its operations would be re-~
flected on 1040 Sch. C showing the Federal I.D. Fumber
as: 53-3058011L.

4. (a) ¥o, these required documents have not yet been filed.
y

(b} These documents have not yet been filed for Dbasically
ok en o :

(1) I did not recsive sufficient information to
provide this data prior to my having individ-
ually Tiled Chaptar 11 Bankrunicy on
June 22, 1992,

(2) Since I am nresently under the perview znd
control of the Bankruptey Court, 1 fsel com-
pelled to postpone this reguirement until issues

of the 3ankrupicy are resolvead.
5. {a} There was no name change from Shady Oaks Mobile-

Modulzar ZEstates, Inc. t¢ S & D Utility. Shady Ozks
Mobile-Modular Estates, Inc. continues as an ongoing

S : LEGAL DIVISIND
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DOCZET WC., 900025-WS Page 9 of 16
RESPCHDANT'S R3IPLIES ™ ‘ :
FIRST SET 2P INTERROGATORIES ) - -
entity. What occurred aere was that when the real
estatz upen which the water {treathment and sewer
vlanvs repose was transferred to Richzrd D. ~nd
Ccroline Sue Sims, this gave rise to the création
of 8 & D Utili<y, which is solely owned by Ricanard
D. Sims. S -

(0) I am anxious to comply with the order, but I am
confused =and vague concerning the nature of the
documentation required. Could the Commission provide
me~with semple format so that I might comply. As
to the reguirsment to vlace 3333.34 per month in
escrow ——— 1 have been unable to comply because
of a cash flow problem resulting from the Chapter
11 filing wherein I 2m compelled to escrow 3886.08
to cover back real estate texzes. I am also
delinquent in payments to the U.3. Trustes in
regard to Chapter 11 Sarnkruptcy filing.

6. {(a) The mos:i recent Zankruvpicy was filed on June 22,
1992.

(b) -Richard D. Sims d/v/a S & D Utility - Chapter 1l
Case ¥o. 92-06718-83B1.

[

he zdditionzl monthly expense of 31,155.00 is derived
om loan service expense and to defray past due
ngineering fees occured in comnection with the ex-
ansion of the waste water systen.

'@ kb3
H

because of cash flow restirainis incurr
or no exnense for preéveniaiive maintenance for
n vi "

V]
b R

[Xe]
n
4]
o

response o aestion 8.

to question 8.

i..J
O
163 ]
4]
[11]
y
(4]
n
o
[8]
[
{n
a

onse to guesiion 8. It appears obvious that in
nave the resources 10 inplement a meaningful
ctive maintence system, customer usage would
5 o

b) The present cash flow position of the Utility mitigates
aga2inst a successful effort to resolve ond pay the
fine, A oro forma operating loss is presently belng

—%
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ROSE, SUNDSTROM & BENTLEY .
A PAATNERSHIP INCLUIDING PROFESSIONAL ASSQCIATHONS
2548 BLAIRSTONE PINES DRIVE

TALLAHASSEE, FLORIDA 32301

{904) 8776555

ROBERT A. ANTISTA . MAILNG ADDRESS

CHRIS H. BENTLEY, PA. . POST QFFICE 50X 1567

F MARSHALL OETERDING 5 TALLAHASSEE, FLORICA 323021567
MARTIN S FRIEDMAN, PA. '
JOHN R, JENKINS : TELECOPIER (904} 6561029
ROBERT M., C. ADSE, PA.

WILLIAM E. SUNDOSTROM. RA, June 18 7 199 3 -

DIANE ©. TREMOR, PA. . .

JOHN L WHABRTGN

JOHN A. WODHASKA
SPECIAL CONSIHTANT
(NOT A MEMBER OF THE FLOFIDA BARY

VIA HAND DELIVERY

Ms. Suzanne Summerlin

Division of Legal Services
Florida Public Service Commission : Florica Pv . .
101 East Gaines Streset TANTE el
Tallahassee, FL 32301 e

RE: Shady Oaks Utility T :
Dockat No. 900025-WS e

Qur File No. 29056.01 - jﬁ .
LEGAL DIVISION

Dear Suzanne:

Below please find, as we have discussed, a good £faith
timetable by which Shady Qaks' will comply with all ocutstanding
requirements in the Commission's orders. As we know the staff
appreciates, Shady Oaks badly needs to put its past problems bkehind
it and to operate the utility in the best manner possible, to the
benefit of both the utility and its customers, on a going-forward
basis. Shady OQaks will cooperate with the Commission to the extent
possible in this continuing endeavor. However, we believe that the
Commission also appreciates that these types of improvements and/or
subsequent actions can only cccur in a timely manner if sufficient
‘capital exists as required for their implementation. Shady Oaks
has been working with the staff in an ongoing attempt to 1lmprov
its revenue stream sc that it will have sufficient capital, and/or
the ability to attract sufficient capital and to support debt

service on any borrowed funds, as necsssary to undexrtake these
projects. :

Below are the specific expectations which we understand the
Commission and the staff have for Shady Oaks and the dates by which
Shady Oaks projects the same may be completed. We would appreciate
your c¢onsideraztion that the utility is presently in dire financial
straits.
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_ Suzanne Summerlin
- June 18, 1993

DATE

Interconnecticn to County. (This : within & months
assumes rates and conditions

obtained from the County for such

interconnection which will not be

to the detriment of either the

utility or its customers.)

File a request for acknovledgement within 45 days
of a-restructuring and name change. :

Improve quality of service, ' cantinuing effort
which has already
ccmmenced

Expend 85X of the allowance for as soon zs possible
preventative maintenance on system's
maintenance or provide writtem
explanation for not doing s¢. (Shady
Oaks is currently working with the
staff in order to address the fact
that the utility's net revenues, and
particularly those during the summer
months, are insufficient. WMs. Jenny
Lingo's pending trip to the utility
is in furtherance of this issue.)

Provide a detailed record of what within 60 days
monthly maintenance will be implemented.

Install meter