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Ms. Blanca Bayo, Director HAND DELIVERY © _ <
Commission Clerk and Administrative Services ?—% S \;(, 7
Florida Public Service Commission f;'{nﬂ % -
2540 Shumard Oak Boulevard =35 = ’(f)
Tallahassee, FL 32399-0850 = ~, @

Re: Docket No. 981079-SU

Dear Ms. Bayo:

Enclosed for filing on behalf of Hudson Ultilities, Inc. (“Hudson™) are the following
documents:

1. Original and fifteen copies of Hudson’s Proposed Settlement Agreement Regarding

its Application for Amendment of Certificate No. 104-S to Extend Service Territory in Pasco
County; and

2. A disk containing a copy of the Proposed Settlement Agreement in Word Perfect 6.0.

Please acknowledge receipt of these documents by date-stamping the enclosed copy of this
letter and returning it to the undersigned.

Sincerely,

§§i:: Made© MedO

COM __ Martin P. McDonnell
CTR

ECR ____ MPM/l
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Application for amendment

of Certificate No. 104-S to extend
service territory in Pasco County by
Hudson Utilities, Inc., and request for
limited proceeding.

Docket No. 981079-SU

Filed: September 18, 2002

HUDSON UTILITIES, INC.’S
PROPOSED SETTLEMENT AGREEMENT
REGARDING ITS APPLICATION FOR
AMENDMENT OF CERTIFICATE NO. 104-S TO
EXTEND SERVICE TERRITORY IN PASCO COUNTY

Comes now Hudson Utilities, Inc. (“Hudson”), by and through undersigned counsel, and
pursuant to Order No. PSC-02-1166-PCO-SU, hereby files its Proposed Settlement Agreement
resolving Hudson’s Application for Amendment of Certificate No. 104-S to Extend Service Territory
in Pasco County.

1. Hudson is a Class B utility serving approximately 2,300 residential and 115
commercial customers. The utility provides wastewater collection service to its customers and
contracts with Pasco County (“County”) for wastewater treatment service pursuant to a bulk
wastewater treatment agreement.

2. On August 26, 1998, Hudson filed an Application for Amendment of Certificate No.
104-S to extend its service area (“application”). The application included a request to serve a portion
of territory known as Signal Cove. Signal Cove is adjacent to the southern boundary of a portion
of territory currently served by Hudson and the community includes 382 existing buildings, 131 of
which are currently receiving wastewater service from the County. The remaining buildings in the

community use septic tanks. Signal Cove is located in an area which has been federally designated
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as a flood plain area unsuitable for the efficient use of septic tanks and drain fields. The
Comprehensive Land Use Plan adopted by the County calls for coastal areas, including Signal Cove,
to be provided with sanitary sewer collection and treatment systems. The County, however,
generally does not construct gravity sewer collection systems. Thus, pursuant to an Addendum to
an agreement included in the Application, the County and Hudson agreed that the Signal Cove
territory would be transferred from the County to Hudson.

3. To serve Signal Cove, Hudson must construct an additional collection system, lift
station, and force main, and rebuild the existing lift station and force main. Pursuant to the
agreement between Hudson and the County, the transfer of the Signal Cove territory will close when
Hudson connects its force main to the County’s wastewater collection system currently serving the
131 Signal Cove customers.

4. On September 27, 1999, by Order No. PSC-99-1916-PAA-SU, in this docket, which
was made final and effective by Order No. PSC-99-2082-CO-SU, issued October 21, 1999, the
Commission approved Hudson’s Application to Amend its Certificate, including the transfer of the
Signal Cove territory from the County to Hudson. Pursuant to Order No. PSC-99-1916-PAA-SU,
Hudson was to file proof of the transfer of the Signal Cove territory from the County to Hudson
within three months.

5. Since October 21, 1999, Hudson has been diligent and vigilent in its attempts to
construct an additional collection system, lift station, and force main, and rebuild the existing lift
station and force main to allow it to serve the Signal Cove territory, as well as other territories within

Hudson’s service territory in Pasco County.



6. The Commission has previously granted Hudson three motions for extension of time
to file proof of the transfer of territory. In support of these motions, Hudson reported to the
Commission that it needed additional time to file proof of the territory transfer because it was having
problems obtaining acceptable commercial financing. As early as June 27, 2000, Hudson stated in
its Motion for Second Extension of Time to file Proof of Transfer of Territory, that Hudson was
experiencing difficulty in obtaining acceptable financing for the necessary construction work.
Additionally, on June 29, 2001, Hudson filed a motion for third extension of time to file proof of
transfer of territory. In support of that motion, Hudson stated that its commercial lender had
determined that Hudson’s current service availability charge of $1,000.00 is insufficient to enable
the utility to recover its current costs of construction and to obtain acceptable commercial ﬁ;lancing
for new construction, including building the additional facilities necessary to serve Signal Cove.

7. Upon the completion of the financial and accounting analysis performed on behalf
of Hudson, on March 19, 2002, Hudson filed an Application for an Increase in Service Availability
Charges in Docket No. 020254-SU. In support of its application to increase service availability
charges, Hudson advised the Commission that Hudson and its commercial lender have concluded
that Hudson’s current service availability charge of $1,000.00 is insufficient to enable Hudson to
recover its current costs of construction and therefore is insufficient to enable it to obtain acceptable
commercial financing for new construction of facilities including the additional facilities planned
for Signal Cove. The relevant financial and accounting analyses were based on the cost of
construction of the facilities completed in Hudson’s most rec;ant expansion of its system and were
attached as exhibits to Hudson’s application for an increase in its service availability charges. The
exhibits attached to Hudson’s application to increase service availability charges also included the
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original cost of the existing water transmission and distribution system, and sewage collection
system by Uniform System of Accounting Account Numbers as required by Rule 25-30.115, Florida
Administrative Code and the related capacity of each system as of ninety days prior to the
application. Hudson also provided detailed statements by a registered professional engineer showing
the costs, by Uniform System of Accounting Account Numbers, and capacity of proposed expansion
and a timetable showing projected construction time, and a statement establishing how the proposed
construction will effect the capacity of the existing system. On April 11, 2002, in Docket No.
020254-SU, Commission staff filed a Staff Recommendation that stated:
On March 19, 2002, the Utility filed an application to increase
its system capacity charge. The Utility filed this application to
recover the costs of extending its collection lines to serve the Signal
Cove territory. Staff has reviewed the Utility’s application and
supporting documentation, and has determined that the Utility has
met the minimum filing requirements of Rule 25-30.565, Florida
Administrative Code. Thus, March 19, 2002, was designated as the
official filing date, pursuant to Section 367.083, Florida Statutes.
The final staff recommendation is currently scheduled to be filed in the service availability charge
docket prior to the November 5, 2002, Agenda Conference. On September 11, 2002, Hudson agreed,
in a motion filed by the Office of Public Counsel, toc expedite the matter so long as Commission staff
has sufficient time to present its staff recommendation to the Commission.
8. Hudson’s continuing commitment to serve its extended service territory in Pasco
County is further reflected in Hudson’s good faith attempts to resolve with the Intervenor, Office of
Public Counsel (“OPC”) its Application for Increase in Service Availability Charges before the

Commission. On June 6, 2002, representatives from Hudson and the (“OPC”) met with the

Commission staff in an informal meeting. Hudson agreed at the meeting to attend an informal



meeting between OPC and any other interested persons and Hudson in an effort to resolve any issues
regarding Hudson’s request for increase in service availability charges. On July 11, 2002,
representatives from Hudson Utilities again met with OPC and State Representative Heather
Fiorentino, who has constituents residing in Pasco County. Hudson advised OPC and Ms.
Fiorentino that Hudson’s ability to service its extended service territory is dependent upon the
Commission granting Hudson’s application for the increase in service availability charges to
$2,400.00. No acceptable reasonable alternatives were presented by OPC at the meeting. Hudson
has repeatedly advised the OPC and Commission staff that Hudson’s commercial lenders have
maintained that service availability charges must be at least $2,400.00 to allow Hudson to obtain
commercial financing for the construction necessary to build out its system to service the additional
territory. Hudson has no other financing options available for the project except through commercial
financing.

Therefore, based on the foregoing, Hudson proposes the following Settlement Agreement
regarding its Application for Amendment of Certificate No. 104-S to extend service territory in
Pasco County.

A. Subject to Commission approval, Hudson will increase its service availability charge
to $2,400.00 which will allow it to secure the financing necessary to construct an additional
collection system, lift station, and force main, and rebuild the existing lift station and force main to
allow it to serve the Signal Cove territory, as well as other areas within Hudson’s service territory

in Pasco County.



B. Upon Commission approval of Hudson’s service availability charges of $2,400.00,
Hudson will immediately commence the final contractual requirements to secure commercial
financing for the expansion.

C. If Hudson’s commercial lenders obligate themselves to the above financing, Hudson
will immediately commence the construction work necessary to build out its service territory.

D. On February 18, 2002, as an attachment to Hudson’s application for increase in
service availability charges filed with the Commission, Hudson attached the proposed costs and plant
additions necessary for Hudson to service its extended service area including timetables. The
projected costs and plant additions were prepared by Charles E. Griffin, Inc., Spring Hill, Florida.
A copy of Mr. Griffin’s projected costs and plant additions and proposed construction schedule are
attached hereto as Composite Exhibit 1. The proposed construction schedule attached hereto must
be revised in light of the date of the Commission’s final order regarding Hudson’s application for
increase in service availability charges. After the Commission’s final order, Hudson will be in a
position to set forth a formal timetable to construct the necessary sewer system.

Hudson Utilities has not in the past and will not in the future stand in the way of an area
procuring sanitary sewer service from others in the event Hudson is unable to provide service.

The other known local option for the Signal Cove Area acquiring sanitary sewer service
would be Pasco County Utilities, who in the past has indicated its construction costs and impact fees

are considerably higher than Hudson’s current requested service availability charges.



Respectfully submitted,

Mo @ MDA

Kenneth A. Hoffman, Esq.

Martin P. McDonnell, Esq.

Rutledge, Ecenia, Purnell & Hoffman, P.A.
P. O. Box 551

Tallahassee, FL. 32302

(850) 681-6788

Counsel for Hudson Utilities, Inc.

CERTIFICATE OF SERVICE

I HEREBY CERTIFY that a copy of the foregoing was furnished by United States Mail to
the following this 18" day of September, 2002.

Samantha Cibula, Esq.

Division of Legal Services

Florida Public Service Commission
2540 Shumard Oak Boulevard
Room 370

Tallahassee, Florida 32399

Jack Shreve, Esq.

Steve Presnell, Esq.

Office of Public Counsel

111 West Madison Street

Room 812

Tallahassee, Florida 32399-1400

Mﬁ)&h ’P MO\Q‘(JO

Martin P. McDonnell, Esq.

Hudson\settlementagree



CHARLES E. GRIFFIN, INC.
Civil Engineering - Land Surveying - Land Planning

—— e

773705 COMMERCIAL WAY - SPRING HILL, ELORIDA 34606 - (352) 666-8686
February 18, 2002

Hudson Utilities, Inc.

14334 Qld Dixie Hwy

Hudson, Florida 34667

Re: Proposed Furure Construction

Subj: Projected Costs & Plant Additions

Gentlemen,

Please find enclosed attachment “A” outlining the projected plant additions by Phases, Areas
and associated Construction Costs covering each Area.

This costs analysis is based on current contract prices for sewerage system work in Hudson,
Florida

Certification of attachment “A™ to Hudson Utilities, Inc., Feb. 18, 2002.
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HUDSON UTILITIES, INC.

PROPOSED CONSTRUCTION SCHEDULE 2002 thru 2003
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Hudson Utibes, Inc.

Projected ERC's by Area
2002 - 2008
Phase 1 Phase | Phasa it
Description 61 62 41B 228 428 44 45 43 40 31 33C 558 77 78 79 80 a1 Total
MofYr in Service. __7/02 10/02 703 2104 7/03 10/03 11103 9/03 104 2/04 3/04 3/04 5103 3/03 203 103 6/03
Existing ERC's 167 78 5 10 12 30 34 35 51 4 7 i3 24 61 3 74 23 669
Vacanl lots 3 1n 5 2 5 7 7 1 34 24 g 12 7 10 16 31 31 225
Tolal Additonal ERC's 170 89 10 12 17 37 41 46 85 a8 16 25 1 71 47 105 54 894
wditiong By Year 2002 2003 2004 2005 2006 2007 2008 Total
Existing ERC's (1) 196 263 74 533
Existing ERC's {2) 49 66 21 136
Vacant Lots (1) 4 37 57 57 37 33 225
Vacant Lots & Exist.
Erc's- Dev Area (4) 86 86 86 ___B7 87 .87 87 606
Total 282 402 263 165 144 124 120 1,500

lotes: (1) Assumes that 80% of existng ERC's will connct upon completion of construction, consistent with the parameters in Order No 21348.
(2) Assumes the remaing ERC's will connect within 1 year of completion of construction, consistent with parameters in Order No. 21348
(3) Assumes vacant lots will connect evenly over 4 years irom complstion of construction.
(4) Unconnected vacant lots & exsting homes in areas whsre construction was complete pnor to 12-31-01. Assurmption made

that 605 Erc's (512 vacant lots + 94 existing structures) will be connected evenly over the next 7 years, beginning In 2002.
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