
2335 Sanden Road 
Northbrwk, Illinois 60062-6196 
Tel~phophane 847 498-6440 
Fm~rmilr 847 498-2066 

October 16,1998 

Ms. Blanco S. Bayo, Director 
Division of Records and Reporting 
Florida Public Service Commission 
2540 Shumard Oak Blvd. 
Tallahassee, FX 32399-0850 

RE: Docket No. 971186-SU 
Application for Approval of a Reuse Project Plan 

Dear Ms. Bayo: 

Below are responses to the questions put forth in a letter from Ms. Rosanne Gervasi dated 
September 28, 1998. 
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2. 3 

. 

What is the present status of the utility's DEP wastewater permit application 
for the Wekiva Hunt Club WWTP? 

The permit is still under protest by the Sweetwater Oaks Homeowners Association 
(SOHOA). The administrative hearing to resolve that protest is still being held in 
abeyance pending resolution of a settlement agreement between the Utility and the 
SOHOA. 

Has the protest of the permit application been resolved? If no, what is the 
status of the negotiations to resolve the protest? 

The Utility and the SOHOA continue discussions committed to resolving the protest 
and the Utility is actively investigating mutually-acceptable solutions. 

Does the utility anticipate incurring any capital improvement costs related to 
the resolution of the protest of the permit application? If yes, what is the 
nature of these costs, and are they reflected in the capital budget already 
submitted? 

OTH 
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Yes. There may be signi.,s” capital costs associated with the protest resolution. 
The nature of the work is primarily dredging or excavation of the Cove Lake system 
and some structural work on the control structures. The goal is to retum the Cove 
Lake system to a white sand bottom. In addition, some process control 
modifications at the Wekiva WWTP are being considered. At this time we are 
soliciting informal bids from interested contractors for portions of the Cove Lake 
work contemplated. We do not expect bid responses until mid to late October. 
These capital costs are not included in the capital budget submitted because their 
scope and timing have not been determined. 

For the following requests, please refer to the utility’s Capital Budget Plan: 

Caaital Budget. Page 1 of 4 

4. Please explain the three different project priorities, describing how they 
were determined and assigned. 

Priority 1 items are those that the utility believes are crucial to continued utility 
operations including major equipment repairdreplacement and those items 
necessary for regulatory compliance. Priority 2 items are those that have a slightly 
lower priority at this time but have the potential to become priority 1 items. Priority 
3 items are those that would enhance utility operations but are not critical at this 
time for continued operation and compliance. 

P 4 

Water Plant Oaerations 

5. Two options are given for auxiliary power (G1 for $54,000, and 62 for 
$20,000). Which option is the utility proposing? 

G1. 

The utility states the upgrade of well controls eliminates the need for leased 
telephone lines. What is the cost of these leased lines? 

The monthly cost of the leased lines, including tax, is $137.72. 

6. 
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Wastewate r Plant Operat ions 

7. Two options are given for auxiliary power (AI for $6O,OOO, arid A2 for $6,500). 
Which option is the utility proposing? 

A2. 

Wastewate r Collection Svste m 

8. Item "A" lists a 5CY VacCon Truck lease for 84 months with the utility 
retaining it for 10 years. Will the utility have an option to purchase the truck 
after 84 months? Will the utility renew the lease? 

Yes. It is the Utility's intent to exercise. the buyout option and retain the equipment 
beyond the lease duration for the useful life of the truck. 

Capital Budget. Page 4 of 4 

9. Lift station maintenance and &: What is the disposition of the 3/4 ton hoist 
(2A) at the conclusion of the 5 year lease? 

It is the Utility's intent to exercise the buyout option and retain the equipment 
beyond the lease duration for the useful life of the equipment. 

Maintenance shoe: What is the disposition of the equipment in leases A, B, C, 
D, E, and F at the conclusion of the leases? 

It is the Utility's intent to exercise the buyout option and retain the equipment 
beyond the lease duration for the useful life of the equipment. 

10 

q . r ion an h n  2 

Water Plant Ow rations 

11. Item "1B" shows a contractor inspection of high service pumps followed by 
recurring inspections every three years. Why isn't the $4,750 cost amortized 
over a three year period? 

This budget was developed as a guide to capital expenditures for the Utility, not as 
a rate-making device. It reflects expenditures in the year in which they occur. Any 
cost that is not annual in nature could certainly be annualizedamortized, but that 
was not the purpose of the document. 
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12. 

13. 

14. 

Item "1J" lists pa---ting of ground storage tanks every three years. Why isn't 
the $16,160 cost amortized over 3 years? Why are only 4 storage tanks 
proposed for scheduled painting when SanIando's 1997 annual report lists 7 
storage tanks? 

See response to question 11. The line item was incorrect. It should have reflected 7 
tanks. We have made the correction. 

Item "2E" shows pigging all raw water lines on a 3 year cycle. Why isn't the 
$15,000 cost amortized over a three year period? 

See response to question 11. 

Item "3C" lists two additional personnel at the Wekiva Plant. Is the addition 
of these two people required by DSP? Will they be licensed operators? 

No. Under current manning we staff our plant during the evening shift with only 
one operator. That operator also does lab analysis. The purpose of adding the two 
additional staff persons is two-fold. First, to adequately staff the second shift with 
two persons for safety reasons and second, to allow significantly more laboratory 
man-hours for increased process and regulatory compliance testing. 

v m  i 

15. Item "1B3" lists a Sand Dragon Contract for cleaning diffusers Why isn't the 
$23,000 cost amortized over a five year period? 

See response to question 11 

16. Item "1C" lists operation and maintenance costs to remove the oid Des Pinar 
wastewater treatment plant. Why isn't the $19,000 removal cost being charged 
to the accumulated depreciation account as required by the NARUC System of 
Accounts? 

This budget was developed as a guide to capital expenditures for the Utility, not as 
a rate-making device. It reflects expenditures in the year in which they occur. 
Accounting for the capital projects will be in compliance with the USoA. 

p1 -g: 

17. Operation and Maintenance Enhancements, Page 2 of 2. We are missing 
operation and maintenance enhancements for the water distribution system, 
wastewater collection system, lift station maintenance and repair, maintenance 
shop, and engineering and administrative. 
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18. 

19. 

20. 

21. 

22. 

23. 

24. 

We apologize for the missing page. Enclosed herewith is a complete revised budget, 
including the missing page. 

A timetable showing a breakdown of the capital expenditures by water and 
wastewater system, and the estimated time of completion by month and year. 

Attached is the 10-year breakdown. This budget has not been finalized or 
approved. Therefore, months and years cannot be detailed. 

Copies of any proposed contracts or estimates that correspond with the 
projected budget. 

No such information exists as of this writing. The budget is based on historical data 
and verbal proposals from vendors. 

The retirement amounts of items to be replaced. 

The retirement amount will be determined when and if any item is replaced. 

Copies of the company’s capital budget for the past four years (1995,1996, 
1997,1998), and statements as to whether the projects were completed or not. 

The utility did not create a capital budget for the previous 5 years. This is the 
only instrument available. 

Copies of approvals or permits for construction for proposed expenditures. 

Such approvals and permits have not yet been applied for. 

Copies or any order(s) or correspondence of local, state, or federal regulatory 
authorities, which require the utility to undertake any of the listed capital 
projects. 

No such orders or correspondence exist 

Will any of the equipment contained in the proposed capital expenditures be 
used for utility systems other than Sanlando (Pick-up Trucks, Backhoe, 
Vacuum Truck, Dump Truck)? 

The equipment may be used in other systems . However, Sanlando will be the 
primary point of use for this equipment. 
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25. 

26. 

If rates were to be set for Sanlando’s reuse project, what capital structure 
would be used to determine the cost of the capital for purposes of setting rates? 
For purposes of this response, please show the component balances, cost rates, 
relative percentages, and weighted average cost of capital. 

Consistent with the treatment afforded other Utilities, Inc. subsidiaries in Florida, 
the capital structure and cost rates of the Utilities, Inc. consolidated group of 
companies should be used for setting Sanlando’s reuse rates. For specific 
components, see the response to question 26 below. 

Now that Sanlando is a subsidiary of Utilities, Inc., what is Sanlando’s 
projected capital structure for December 31,19981 For purposes of this 
response, please show the capital component balances, cost rates, relative 
percentages, and weighted average cost of capital. 

Attached is an estimate of the December 31, 1998 capital structure of Utilities, Inc. 
and subsidiaries. 

Please feel free to contact me with any additional questions. 

Respectfully submitted, 

Carl J. Wenz 
Vice President, Regulatory Matters 
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SANLANDO UTILITIES CORPORATION 
DOCKET No. 971186-SU 
Utilities, Inc. and Subsidiaries 
ESTIMATED Capital Structure at December 31,1998 

ESTIMATED 
December 3 1 Capital Weighted 

1998 structure cost cost 

Total Common Shareholder's Equity 

Total Long-Term Debt 

TOTAL CAPITALIZATION 

$ 49,581,612 44.52% 10.00% 4.45% 

$ 61,775,514 55.48% 8.59% 4.77% 

$ 111,357,186 100.00% 9.22% 


