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EEFORE THE TLONKIDA PUBLIC SERVICE COMMOSETON

In Re: Application of Palm Coast Dookat Mo. 9351593-WS
Ptility Corporation for an Inmuo

in Saervice Availability Chaxges in ; Fileds October 7, 1996
Plagler County, Florida

Palm Coast Utility Corporstion (PCUC) hexaby sulmite itas
buggestion of Exror my'l:ln Blp‘b-bi: 26, 13956 Btaff
Recommendation for & Proposed Agency Action.

1. This Suggestion of Bxrxor addresses factoal errers in the
taxt of the recoamendstion, legal implications of the Stafi’'s
recosmendation, and mathamatical exrxors in the schedunles
attached to the recomsendation.

2. Factual MBrzor No, 1. The recomsendation states:

Yor ita calculation of the

dapacity ohaxges, PCOC adjus ics ntul.ty plant
in sexvice (UPIS) as of 1753. The adjustmsnt
roflsats the 1 ting factor of ERCe 4in

This resglts in OPIS oeat Of uasd and '!h.i.l
1ushannm80hm1¢lo.m—5,p|qn1lzo£
PCOC’s applicaticon.

The statemant that the adjustments rasult in UPIS of

ueed and useful is inourract. The adjustmsnts result in
n.l:l.ocat-d iovestasnt in URIE sacving t3 oowber of ERCs at
tha pext s 1.0, vhen the treatmant plants will be bullt
qut.

3. Pactual Brxor o, 2. The recamwmadation atates:

vhis methodol davistes from the Commission
practice in culating sarvice avatlanility

charpeg.
This statoment is incorrect. The osed in this
applmation is the Commission practice to MCUC. IOC,

ety e it Bpliman ol T iodlo
testifisd to by Commission = Jaobz D. Williamw in
Docket ¥Mo. S10483-WS and foxmalized by his sxhibit, "Revised

A", bockst No. 010485—“ is th. dookat in which PCUC’s
present wastewater sarcvice availability charge (SAC) was
anrthorizred. Attachmant No.l to this Su of Brror is a vopy
of "Reviead Appendix A®". Order No. 12957 in Docket Neo, 810485-WS
set the wastawater SAC at the amdunt recomssnded by Mr. Willisos
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as determined using the Commission Staff mathodology.

4. FPagtual Error No, 3. The reccommendation etates:

Alac, as shown on Schedules Nos. A-12 & A-14 of
PCUC's application, the utility did not include
the ascunt of prepaid CIAC. PCUC recorded
$34,440,537 in prepald CIAC and $8,124,376 in CIAC
in trust as of Deacsmber 31, 1595, Slaff beligras
these amcunts akopld be includsd in the
calculation of service availability charges.

The statament that Staff believes thess [prepaid] amounts
should be included iy inconsistent with tha positiop establishad
by Btaff wvhen it develaoped the existing charges inx Docket Me.
£10485-WS, which PCUC relied in preparing its filing, Btarff
witness Williaxs' ®Revised Appendix A" [Attachament No. 1 ta this
Plaading), uses tha existing wastawater "used" CIAC nat at 13/82,
in tha amount of $2,640,507, in caloulsting the propsr level of
the SAC. The 1982 Annual Report for PCUC, as filed with this
Commission, shows existing wastewatar CIAC net, inal
prepaysants, as $i5,712,967. The tastimony of Mr. Williams
indicates that hs wvas awara that there vary large amcunte of
prepaid sawey CIAC. In developing tha Staff position, ha
knewingly did not inolude prepaid CIAC.

5. Legal Considerationa, Regulaiory lar requires the utility
to charge ths H2AC in affect at the times of conneotion. X. Miller
acd Song, Inc. v Havking, 373 So. 2d 91% (¥Fla. 1979).

The Staff recommendatieon to cassa ocollecting the BAC im
equivalent to satting the EAC at zeroc. If the Staff
raconmendation ie adopted, the SAC that will in affect will be
zero, at the time lot purchassrs that prepaid to the developer
connact to tha system. In accordanca with H., Miller and Sons Vv
Hawkins, at the time of connection, customers that prepaild to the
developer must pay the difference batwean the SAC in affect and
the amount prepajd. If the amount in affect at the time of
connacticn is less that the amount prapaid, thes differencs must
be refunded. This is the practics followed by PCUC.

When a homeslts purchasar reguesta sarvice, vhat

he has previously paid is cradited against the

then prevalling charge. At that time, the party

would eithar be raguested to pay the differance

betwean the pravious paympants ard the EAC

applicables at the tiwe of connection eor, in thoan
. The 3 o ’ I . B
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differance to the customer, (Docket No. 810483-
W83 Tr. 114). (Eophasis addsd)

Tha rscommendation to cease oollecting CIAC will czuse FCUC to
rafund in ite entirety all prepaid CIAC, therdby saking thoss
anounts unaveiladle to the utility. The Staff's recommendation
wifaaloug the prapaymants upon which it has relled in its
calculation.

6. Mathematical Error Ne. l. Io determining the propes
lavel of the SAC, the Staff recemmendation includss prapaid CIAC
22 a gilvep amount.

The prepaynants collectsd by ths daveloper at the time a
lot purchase contract is antsred into is not necessarily the SAC
that will be in effact at the tinme of connection. The purposs of
the GAC analysiz is to determines what the SAC should bs at the
tine of connection to kesp tha ntility within the commission's
guidelines for the realation of net CIAC to net plant at bulldout.
It is not mathematically pessible to dstermine what the 320
should be at tims of cosnection, if tha amount prepaid toward
that maount is inoluded in the oaloulation. Inocluding tha prepaid
amount in the caloulatien is ciroular reascning and will alvays
cancel out the apount of CIAC to be collectad at buildout. If the
prepaid amount is inocludad, thazre can be no datermination of the
proper levael of HAC against yhich to measura tha differwnca
batwgen the prepaid amount and the asount to be collected at time
of connaction. If this arror is corrected by sxcluding prepaia
CIAC from Schadule Wo.3 of the Staff recommendation, the
rasulting maximum allowable SAC in Schedule ¥os. 2-A&B, using
but not necessarily endorsing, Staffi's other assumptions would ba
§2,776.94 for water and $4%8.75 for wastewvater. With this
correction aione, the total allowable combined BAC is $3,235.94
compared to the $3,100 tetal copbined EAC ragquested by
petitioner.

7. Mathamaticel Errox No. 2, The amount of prepemid CTAC
used in the Starff's caloulation of the wvatexr BAC in its Scheduls
No. 3 is overstated by $16,706, 583,

Ag previoualy pointed out, it is lagally and mathamatically
incorract to inolude prepaid CIAC in the caloulation of the BAC.
Hevertheless, the S8taff calculation vwhich utilizes this epproach
contains a mathesaticel error which should be pointed out. On
Schedule Ho. 3 of tha Staff recomnendation, staf?f satates chat is
hes allocated 25.75% of the £34,440,537 prepald CIAC to water.
However, thes motusl caleulation inoludes 74.28& of the prapmid
CIAC inatead of 25.78%, overstating the pr id CIAC allooated to
water by $16,70¢,393, The effect of correct thion arror is to
increama the allowable watar BAC from tero to A me cimum allowabls
amount of $1,795.03, based on all of Starff's assumptlions,

3
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including recognition of prapald CIAC.

8. PCUC has not had the cpportunity to deternine if thera
are othar errors in the Staff Recormendation, but failure to
carrect the srroxs identified will a)dany PCUC accass to CIAC
vhich it is entitled to colleoct, b)vill place PCUC in jecpardy of
having to refund $34 million al P id4, c)jeopardize
PCUC's ability to finance futurs capital rovemants, end 4)
endanger the futurs financial viability of the utility. In
addition, it will unduly discriminate againat existing customars
that have paid the proper chargss by allowing future customars to
connect without paying their allocated cost of tha system, and
burdsn all ocustomars with rate inoreases necessary to recover tha
cost of umpital necessary to lacea the refunded CIAC smounte
and the lack nof CIAC regources Iin tha future.

Based on tha foregoing, Palm Coast Utility Corporation
reguagsts that this Suggestion of Errors in 8taff Recommandation
ba considered by the Comniwmsion, that the errors be carxacted,
and the total requestad BAC be approvad.

Respactfully submitted, this
7th dey of Ogtober, 1996

(L 5t .

3. Fenneth Gatlin

gatlin, Woods & Carlson
Plorida Bar No. 00279é&6
i709=D Mahan Drive
Tallahasssa, Florida 32308
(904) 877-7191

Attorneys for Palm Coast Utility
Corporation
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EEFORE THE FLORIDA PUBLIC SERVICE COMMISEION

In rat lication of Falm Commt ) Docket No. 951593-W5
Deility ation for an Increase
in Service Availsbility Charges in Flled: Ootobex 7, 1396
Flaglex County, Rlorida

CERTITICAIR QF BERVICE

1 EEREBY CERYTIFY that a trus and correct copy of Suggestion of
Errors ln Staff Reccmmendation has besn furnisbed by fax to Xr. Raj
Agarwval, Division of legal Bervices, Florida Public BService
Cogmiseion, 2540 Shunayd Oak Bounlevard, Tallahassas, FLorida 32393-
0B50, on this 71xh day of Ootober, 1996.

|5 ]4H (3

P. Kenneth Gatiin

Gatlin, Woode & Carison
Floxrida Bar Mo. 0027566
1709~D Mshan Drive
Tallabasssa, Florids 322308
(504) 877-7191

Attornays for Falm Coast Utility
Corporatlion
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(DoaXet No. BL04B3-
W Tz. iid). (mi- li‘l'-d)

The recommendation to cense oolleoting OIM will cause FCUC to
refund in {ts entirety all prepaid CIAC, theredy naking those
smounts unavailable to the utility. The staff's recommendation
wi 1mtl.:' the prepaysents upen which it has relied in its

[+1 PE-I%PY } L= 1Y

6. mﬁgxaLnnm.;. In detemmining the pxvper
lavel of the , the Staff reccemendstien includss prepaild CIAC

s 8 given amount.

The prepayssnts collected by the developsr at the tise =
lot purchase contract is entered imte is not necsssarily the EAC
that will ba in effect at tha time of connection, The of
the SAC analysis is to determine what the SAC should ke a8t the
tize of connsction to keep the uwtility vithin the Commission's
guidelines for the relation of net CIAC to net plant at buildout.
It is pot mathematically possible to Jdetermine ¥what the BAC .
should he at times of coaneotion, if the ueu;:oguru tovard
that anount ie ingluded in the valoulstion. wding the prepaid
amount in tha caloviation is oirvuvler reascning and will always
cancel cut the amount of OIAC to ba collscted st buildout. If the
prepald apount fis inoluded, there can bs no determination of the
g:opor lavel of FAC wgalnst which teo msasure the difference

tvegn the prepald amount and the amount to be collectad at time
of oonnection. If this srror is correctsd by axqluding prepaid
CYAC from Schadule No.d) cof the Staff recommerdation, the
resulting maxizun allowable BAC in Schedule Nos. 2-A&B, using
but not necessarily endorwing, Staff's othar assumptions would be
w $2,776.94 for water and $430+%5 1,34ii. 74 for vastewater. With
this correction slone, the total allowable combined SAC is
* GI T4 cowpared to ths $3,100 total combined BAC
requested by patitioner.

7. Bathematioal Rrrox Ne. 2. The amount of prepaid CIAC
used in the Staff's celculation of the vater EAC in its Schedule
No, 3 43 overstated by 916,706,383,

A® previously pointed out, it is legally and mathamatically
incorrect to inolude prepaid CIAC in the calculation of the SAC,
Navertheless, tha &taff caloulation which utilizes this approach
containe & machematical error whioh should be pointed cut, On
Schedule ¥o. 3 of the Btaff rovemmandation, staff gtates that is
hap aliotated 25.79% of the $34,440,537 prepaid CIAC to watsr.
However, ths sotusl caloulatien inaludes ¥4.38% of the ald
CIAD inrptead of 335.75%, overstating the 4 CIMN mlloosted o
water by §16,708,503. The effact of correct thia error is to
increase the sllowable watar BAC from serc ¢0 a maxiwum allowvable
ancunt of 81,795,033, besed on all of Btaff's assumptions,

3

* Corrected 10/083/96, to alec remove Prepayments in trust.,
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Docket No. 951593-W5
Piled: Octaober 7, 199§

In Re: Application of Palm Coast }
Dtility Corporation for an Increase)
in Bervioce Availability Charges in )
Flagler County, Florida )

Palm Coast Utility Corperation (PCUC) harewby submits itas
Suggestion of Erxror in tha Eeptexmber 26, 1996 Btaff
Recommendation for a Proposed Agency Actien.

1. This Guggestion of Errur addressaes fastual errors in the
text of the recommendation, legal implications of the Staff’'s
recommondation, and mathomatical arxors in the schadules
attached to the recommendation.

2. Factual Error No, 1. The recammendation states:

For ita calculation of tha proposed systen
capacity charges, PCOC adjustad its utility plant
in sexvice (UPIS) as of 1995, The adjustment
raflects the limiting factor of ERCs in plant.
This resulty in GPIS pet of need and . This
is shewvn on Sohedule Mo. PB-5, pages 1 & 2 of
PCUC’s applicaticon.

The statemsnt that the adjustments rasglt in UPIS of
uscd and wseful is inoorragt. The adjuetments result in
allocated groos investmant in UPIS sarving the mumber of ERCs at
the pext mileastone; i.e, vhan the treatmant plants will be built
out.

3. Pactual Erxoy No, 2. The recomendation statas:

This metbhodology daviates from the Commissioa
practice in caloulating sexrvice availasbility

chargeg.

This statoment is incorrect, The Mm used in this
application jis the Commission practice as to PCOC. FPCOC,
in preparing ite applicatica, the £ asthodology
togtified to by Comission = Jobhn D. Willisme in
Docket ¥Mo. B8l10485-W5 and formslized by his sxhibic, "Revised
Appcndix A*. Docket Ro. 010405-W8 is the docket Ln which PCUC’s
presaont wastewater service availability charge {(SAC) was
authorized. Attachment No.l to this Buggestion of Exror is a oopy
ol “Ravised Appendixzx A*. Order No. 123?; in Docker Mo, §10483-W3
aet the wastawater SAC at the amount recommended by Mr. Willlams
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BEFORE THE FPLORIDA PUBLIC SERVICE COMMISSION

In re: Application of Palm Coast ) Docket No. 951593-W5

Otility Corporation for an Incxease
ln Service Availabilicy Charges in Piled: Octobar 7, 1996

Flagler Ceounty, Florida

CERTIRICATE OF GERVICE

1 HERERY CERTIFY that a trus and correct copy of Suggestion of
Errory lon Staff Recommendation has been furanisheod by fax to Mx. Raj
Agarwal, Division of Legal G5Services, Florida Fublic Secvice
Commisgion, 2540 Shumard Oak Boulavard, Tallahassee, FlLorida 32399~
0850, on this Fih day of Octobar, 1396.

5 )M B

B. XKennetk Gatlin

Gatlin, Woods & Carlson
Florida Bax No. (027%66
1709-D Mahan Drive
Tallahaseea, Plorida 32308
(904) 8777191

Attorneye for Palm Cnast Utility
Corporatien
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The recommendation to censs colleotdny CYA will csuse PCUC to
zoefund 4n its entirety all prepaid CIAC, thereby making thome
anounts usavailable to the utl!lt . ‘The Starf's recomspendation
wvipes out the prepayments upen wvhich it has relisd in its

calculation.

§. rathematical Error No, 1, In determining the proper
level of the BAC, the Ftaff recosoendation includes prepaid CIAC
45 & given amount.

The prepsyments oollected by tha developsr at the time a
lot purchase contract s entered into is Mot necessarily theo BAC
that will be in effect at the tixse of connestion. The purposs of
the BAC analysis is to deternine what tha BAC should be at the
time of connection to kaep the utility within the Comnission's
guidelines for the relaticn of net CIAC to net plant at buildout.
it is Dot mathematically possible to determine what the SAC
should be at tims of connection, if the mmount prepaid towari
that amount {8 inciuded ip the caluvulation. Including the prepaid
apcunt in tha caleulation is circulsr reasoning and will alwvays
cance! out the amount of CIAC to be colleoted at buildout. Xf the
prepald awount is included, thars can be nv determinstion of the
gropcr laval ©f SAC against which to msasure the difference

etween tho prepaid amount and the amount to be collected at time
of vonnsctien. If this earror is corrected by excluding prepaid
CTAC from Scheduls Ng.) of the Staff recomnmendation, the
resulting maxizunm allowable BAC in Scheduls Nos. 2-AkB, using
but hot necessarily endorsing, Staff's othar assumptions would be
2 §2,776.94 for water and $4580-95 1,045,274 for vastewatar. With
thie correction alone, the total allowable conbined SAC {s
* $3TRISTI 4,123 .68 oonparsd to the $3,100 totel combined SAC
requectad py patitiones.

7. Hatheretical Erxor Mo, §, The asount of prepaid CIAC
used in the Staff's calculation of the vater $AC in its Schedule
No. 3 is overstated Ly 316,706,393,

At previously polnted out, it is lagally end mathanatically
incorrect to inolude prepaid CIAC in the celculatlion of tha SAC.
Nuvertheless, the Staff caloulstion which utilizes tnis appreoach
contains a mathepatical error which ahould be pointed cut. On
fchedule No, 3 of the Stafl rcooaxandation, staff gtatgp that is
has allocated 25.738 of the $34,440,537 prepald CIAC to water.
However, the actual ealeulatien includes 74.28% of the ald
CIAC instend of 29.75%, overstating the prepald CIAO allocated to
vater by $16,706,383. The effect of ocorrecting this error is to
increase tha allowsble water BAC from zere to a maximum allowvakloe
amount of $1,795.02, based on all of Btaff's sasumptions,

3

* Corrected 10/08/%96, to alsc redovs Pregayments in trust.




Septamber 26, 1996

Ms. Blanca Bayo, Director
Division of Records & Report
FPlorida Public Service Commission
2540 Shumard Oak Boulevard
Tallahasses, FL 32395-0850

Dear Ma. BHayos

Pursuant to Section 25-30.%%0, F.A.C., esnclosed are copies of
service availability contracts between Falm Coast Utility and the
following contributors:

Signed Capacity
Date Contribkutor
Agraemente Hatar Sawar
9/05/96 Joce Mayes 490 490
9/05/96 I.M.B.P. of Palm Coest Inc. 1,031 230
ACK ——9/20/96 Michasl E. Matuszczak 48% 230
AFA
APP

SAC _____ The capacity of Palm Coast's water treatment facilities im 8.0 MGD,
L of which the 1995 average load was 3.5 MGD. The capacity of Pala
~"Y —Coast's sewer treatment facilitjee is 3.35 NGD, of which the 1995
TTR ____average load was 2.2 MGD. The above Developer Agresments will have
nc materlal {mpact on the rates of the Utllity.

A

T2 . Sincerely yours,

RCH ‘*T__Bridﬁ Bilinskl
SEC _ ___Assfistant Controller

WAS ’ cc: W. Schiefelbein
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