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BU'ORB TBS PLOIUDA PUBLIC SBRVICB CXW¥TSSIO. 

In Rea Application of Pal.JI Coa•t ) 
Utility Corporation for an Incna••) 
in Service Availability Chargea in ) 
Flagler County, Florida ) 

Docket llo. 951593-WS 

Piled1 October 8 , 1996 

SQGGBSTIOJf or BRROBS ut swr ucnpgMQATIOI 

Pola Coast Utility Corporation (fCUC) hereby •Wait• it• 
Suggestion of Brror in the Septmher 2,S, 1995 Staff 
Recommendation for a Propo•ed A;ency .Action. 

1. Thia Su9geation of lrror r&dm:..H• factual error• in th• 
text of the rec~tion, legal iilpl.icatiou of the Staff'• 
recommendation, and math ... tical error• in the achedule• 
attached to the recwndation. 

2. Factual Brror lo. 1. The recwndation atot••• 

Por it• calculation of the proposed system 
capacity charges, PCUC odjuated it• utility plant 
in aervice (OPIS) oa of 1995. The odjuatment 
reflects the liaitin9 factor of BRC• in plant. 
!'ILL• re.alt• 1JJ Ul':CB net o~ ued Mid u .. .tul. Thia 
i• shown on Schedule No. PS-5, pages 1 ' 2 of 
PCUC'a application. 

The statement that the ad~wstmenta re•ult in OPIS J1flt. of 
used and uaeful ia incorrect. !'119 adj118t:mmlt8 Z'991llt in the 
allocated groaa imraataant in UPIS aerri119 the mwher of SRCa at 
the nmrt. ai1 .. tone; Le, when the treatment plant5 will be built 
out. 

3. Poctuol Error No. 2. The reoowndotion atateaa 

'J'b.i9 -thodology d.v111t•• from the Ca.a1.••.1on 
praatioe in calculating ••rvic• availabil.ttr 
cha.rg••· 

Thia statement ia incorrect. The methodolOCJY uaec:l in thi• 
application J.a the O taa1on practice u applied to PCUC. PCDC, 
i.n preparing ita application, mlied on tbe Staff ..tbodol09r 
testified to by C t•aion staff ant.er Jol..n D. Williw in 
Docket llO . 810485-W8 and fomlised by h.19 eghthit, •Jl9Yi.aed 
Appendix A•. Docket Ho. 810485-WS 18 the docket in which PCUC'• 
present wastewater ••rvice avoilabiiity chorqe (SAC) was 
authorized. Attachment Ho.l to thia Su99eation of Brror i• a copy 
of •Revised Appendix A• . Or der No. 12957 in Docket llo. 810485-WS 
set the wastewater SAC at the amount rec~nded by Mr. Willi ... 
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as determined using the Commission staff methodology. 

4. Factual Error No. 3. The recommendation states: 

Also , as shown on Schedules Nos. A-12 & A-14 of 
PCUC's application, the utility did not include 
the amount ot prepaid CIAC. PCUC recorded 
$34,440,537 in prepaid CIAC and $8,124 ,376 in CIAC 
in trust as of December 31, 1995. Staff believe• 
these amount• •hould be fr.eluded in the 
calcul&tion of service availability charges. 

Tb• atat .. ent that Staff believe• tbeae (prepaid) aaount• 
should be included i• incon•i•t•nt vitb tbe poaition eatabli•b•4 
by staff vben it 4evelope4 th• exiatinq char9ea in Docket •o. 
810485-WS, upon vbicb PCOC relied in preparing ita filing. Staff 
witness Williams' "Revised Appendix A" (Attachment No. 1 to this 
Pleading), uses the existing wastewater "used" CIAC net at 12/82 , 
in the amount of $2,640,507, in calculating the proper level of 
the SAC. The 1982 Annual Report tor PCUC, as tiled with this 
Commission, shows existing wastewater CIAC net, including 
prepayments, as $25,712,967. The testimony of Hr. Williams 
indicates that he was aware that t here very l arge amounts of 
prepaid sewer CIAC . In developing the Staff position, he 
knowingly did not include prepaid CIAC. 

5. Leaal Considerations . Regulatory lav requires the utility 
t o charge the SAC in effect at t.he ti.me of connection. H. Hiller 
and Sons, Inc. v Hawkins, 373 So. 2d 913 (Fla. 1979). 

The Staff recommendation to cease collecting the SAC is 
equivalent to sett ing the SAC at zero. If t .he Staff 
recommendation is adopted, the SAC t hat will in effect will be 
zero, at the t ime lot purchasers that prepaid to the developer 
connect to the system. In accordance with H. Hiller and Sons v 
Hawkins, at the time o f connection , customers that prepaid to the 
developer must pay the difference between the SAC in effect a nd 
the amount prepaid . If the amount in effect at the time of 
connection is less that t he amount prepaid, the difference must 
be refunded . This is the practice followed by PCUC . 

When a homesite purchaser requests service, what 
he has previously paid is c redited against the 
then prevail i ng charge . At that time, the party 
would either be requested to pay the di fference 
between the previous payments and the SAC 
applicable at the time of connect inn or, in those 
cases where the previous pa yments would exceed 
current SAC. the util i ty would refund the 
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Oittorenca to th1 customer. (Docket No. 810485-
WS 1 T~. 114). (Blllpbaei• added) 

The reooamen4ation to o•••• oolleot1n9 OIAC will oau•• PCUO to 
recund in it• entirety all prepaid OIAC, thGreby aakln9 tbo1e 
aJQount• unavailable to tbe utility. The Statt's recoJaJDendation 
wipes out the prepa)'Jllente upon whioh it ha• relied in its 
caloulCltion. 

6. Mathematical lrror No. l. In ct.teiidning th• prop.r 
levol of th• SAC, the Starr recoouaendation inoiuct.• prepaid CIAC 
a• • given amount. 

The pz:epay.ent• collected by th• developer at the ti•• a 
lot purchase contract i• entered into !a not neceasarily th• SAC 
that will be in effect at the ti~• ot connection . The purpo•• of 
t he SAC onalyaia 11 to deter~ine what the SAC •hould be at the 
t i me of connection to keep th• utility within th• Co••i••ion'• 
gu i delines tor the relation of net CIAC to net plant at buildout. 
It i• not aatbeaatically poe•ible to deteraine Yhat the SAC 
should be at ti•• of connection, if tbe aaount prepaid tovard 
that aaount l• inolu4ed in tb• oaloulation. Includin9 the pr•paid 
amount in the calculation i• oiroular rea1onin9 and will always 
cancel out the amount of CIAC to be col l ected at buildout. If th• 
prepaid amount i• included, there can be no deteraination or the 
proper level of SAC against which to aeasure the difference 
botwoon the prepaid aaount and the aaount to be collacted at time 
of oonneotion. I! this error i• corrected by exoludin9 prepaid 
C rAC fron Sohedult Ho . 3 o! the Sta!! reco ... ndation, the 
resultinq ~axi •ua allowable SAC in Schedule Nos. 2-A•B, uain9 
but not necessarily endorain9, Statt's other assumption• would be 

* $2 , 776 .94 for water and $459175 1.346.74 for wastewater. With 
t hi & correction alone, the total allowable eo•bined SAC 11 

* $l 1ilS194 4.123.68 eo~pared to the $3,100 total coabined SAC 
requested by petitioner . 

1. Mathematical ErtQr No. 2. The amount or prepaid ClAC 
USf*d in the Stall' !I calculation or th• "•tee SAC .J.n it• Schedule 
Ho. 3 i• ov~rstat•d by ~16, 106, 383 . 

As pr ev i ously pointed out , i t i& le9clly and ~•thematically 
incorreot t o i nclude prepaid CIAC in the calculation of the SAC. 
Never t hel ess, t he State calcula tion which util i ze• th1• approach 
contai ns a mat hematical error which ahould be pointed out. On 
Schedule No . 3 of the Staff recoll\lllendation, ataft 1tatt1 that ie 
h a& allocated 25. 75t ot the $34 , 440, 537 prepa i d CIAC to water . 
However , the actual calculation include• 7•.21\ ot the pr•paid 
ClAC instead of zs .1s,, ov1ratatin9 the prtpaid CIAC allocated to 
water by $1,,7o6,3a,. The ettec t ot oorrectin9 thi• error i• t o 
1ncrea•• the allowable wate r SAC f r om ~ero t o a ~•ximu• allowable 
amount of $1 ,795.03, baoed on a l l of St a ff' s aanumpt i ons , 

) 

* Correot ed 10/08/ 96, t o al•o r•~ove prepay~ent• in truat . 
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including recognition of prepaid CIAC. 

8. PCUC ha• not had tho opportunity to determine if there 
are other errors in the Staff Recollllllendation, but failure to 
correct the errors identified will a)deny PCUC access to CIAC 
which it is entitled to collect, b)will place PCUC in jeopardy of 
having to refund $34 million already prepaid, c)jeopardize 
PCUC's ability to finance future capital improvemente , and d ) 
e nda nger the future financial viability of the utility. In 
addition, it will unduly discriminate against existing customers 
that have paid the proper charges by allowing future customers to 
connect without paying their allocated cost of the •Y•tem, and 
burden all customers with rate increase• necea11ary to recover the 
cost of capital necessary to replace the refunded CIAC amounts 
and the lack of CIAC resources in the future. 

Based on the forego i ng, Palm coast Utility Corporation 
requests that this Suggestion of Errors in Staff Recommendat ion 
be considered by the Commi ssion, that the errors be correct ed, 
and the total requested SAC be approved. 

4 

Respectfully submitted, this 
8th day of October, 1996 

17L~~ 
a. Kenneth Gatlin 
Gatlin, Woods & Carl oon 
Florida Bar No. 0027966 
1709- 0 Mahan Drive 
Tallahassee, Flor ida 32308 
(904) 877-7191 

Attorneys for Palm Coast Utility 
Corporation 
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BBPOR! 'l'BB FLORIDA PUBLIC SBRVICB COMKISSIOB 

In res Application of Pal.JI Coaat 
Utility Corporation for an Iner•••• 
in Service Availability CharCJeS in 
Flagler County, Florida 

Docket Ho. 951593-WS 

Fileds October 8, 1996 

l:!ftJPICAD or BAYXCI 

I HBRBBY CBRTIFY that a true and correct copy of Su999ation of 

Error• in Staff RK~ndation ha• been furn.iahed by fax to Mr. Raj 

Agarwal, Diviaion of Legal Service•, Plorida Public Service 

Commission, 2540 Shwurd Oalc Boulevard, Tallahaaa .. , n.orida 32399-

0850, on this 1tb day of October, 1996. 
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[3)LJ1~ 
B. genneth G&tlin 
Gatlin, WOOda • Carlaon 
Florida Bar llo. 0027966 
1709-D llahan Drive 
Tallahaaa .. , Florida 32308 
(904) 877-7191 

Attorney• for Pala Coaat Utility 
Corporation 


