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March I ,  2000 
VIA HAND DELIVERY 

Mr. Bart Fletcher 
Division of Water and Wastewater 
Florida Public Service Commission 
2540 Shumard Oak Boulevard 
Tallahassee, Florida 32399-0873 

Re: D.R. Horton Custom Homes, Inc.; PSC Docket No. 981609-WS 
Emergency Petition to Eliminate Service Availability and AFPI Charges of Southlake 
Utilities, Inc. 
Our File No. 33083.01 

Dear Bart: 

After review of Mr. Chapman's letter dated February 24,2000, it was interesting to note that 
despite the fact that actual growth in the Utility's system has been less than each annual prediction 
by Southlake Utilities, Inc., they continue to allege that they are anticipating growth in the 
neighborhood of several hundred percent of this actual experience. This appears to us to be nothing 
more than a position calculated for the purpose of vastly overestimating the needed facilities to 
provide service in the foreseeable future, in order to retain their current Service Availability Charges 
and to continue to over collect CIAC and AFPI charges. AS a result, we believe that their position 
will continue to move the Utility further and further into a negative rate base situation, directly 
contrary to Commission rules and established policies. 

I have attached hereto a couple ofcharts prepared by Jim Boyd, our engineer, to compare the 
estimates that Southlake has provided to the Commission of increases in ERCs to the actual ERC 
increases that have occurred within the system. We are giving the Utility the benefit of the doubt 
in these calculations, because they relate to ERCs based upon flows, rather than on actual meter 

AFA -equivalents. If meter equivalents were utilized, the discrepancy between their predicted and actual 
ERC increases each year, would be vastly different and show an even worse record of estimating W P  - 

c;AF ___ 
CMU __ growth within the system. 
CTR .__ 

Even based upon gallons of Utility service sold, the Utility's experience over the last three FAG __ 
LEG __ 
PAWS y ears has been to average only approximately 25% ofthe growth that the Utility alleged that it would 
CW _ _ h e  experiencing and for the sewer system, that growth is only approximately 11% of the estimate 

-----offered by the Utility. In other words, they are overestimating by several hundred percentage points. .w.c 
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This discrepancy clearly demonstrates that the Utility's estimated need for plant improvements is 
vastly overstated and offered for no purpose other than to justify continuation of their existing 
Service Availability Charges, despite the evidence that they should be discontinuedaltogetherbased 
upon the information provided by my client in previous correspondence and upon the actual 
historical growth trends for this Utility Company. 

If you need any further information, please do not hesitate to contact me. 

Sincerely, 

FMD/tmg 
cc: Samantha Cibula, Esquire 

Blanca S. Bayo, Director 
Tricia Merchant, CPA 
Scott Schildberg, Esq. 
Mr. David Auld 
Mr. Ralph Spano 
James Boyd, P.E. 
Mr. Mike Burton 
William E. Barfield 



Tabk 1 

SourmaLC utilities, k. 
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Cunparis.m of Actual Vwsuo P t o d i i  ERC Growth 
(1994 -1999) 

souchtalre U t i l i  Water Svstsm 

Total 
Annual Actual P r e d i  Percent 
Galbns Oavsh W a t e d  ERC ERC Achslto 

1994 
1996 1882 78.4 NR 
1996 52,480.WO 366 409.7 221.5 NR 
1997 672€3.000 365 528.5 116.8 1,MH) 11.7 
1998 120,9&(,0oo 365 917.0 420.5 1,000 42.1 
1999 NA NA NA 1,ooo 21.3 

Average 210.0 25.0 

NR- mt reported in Amuel Rapon. 
NA- 1999 Annual Reportnotavdabie. 

1. T&I BMuBl galons sdd obtained from S M e  W 4  of the Southlake !JWies Anrud RepaOl. 
2. Cakdated ERCs in accordance .wim the formula cMgined in Schedule W-6 of the Annual Report Form: 

3. h a l  ERC herease fn 1499 oblahed from m e m d m  from Sobihlake u67jlies to Mr. Ted Davis 

4. Predkted annual ERC increase for the years 1997 - 1999 obtained from 

ERC = (Total Gallcm Sold I Cays in Cptdon) I350 Gdms Per Day 

of Ik FPSC dated 2/24/00. 

Annual Repork. (Example: he 1996 Amual Kcport Predictwl an aMoal incnase of 1 ,M)O ERCs for 1997.) 
The Amual Repork for 19% and 1995 dd n d M  an estimate of annual ERC increase. 

W-5 of me Sou(Nlakc M i  
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Com~priJm of Aclual Versus Pmdictad ERC Gmwth 
(1% - 199e) 

Total 
waslewatw 

Treated 
Year Ea!!!?& 
1994 4,772,300 
1995 13.450.000 
1996 57.53s.m 
1997 30,815,000 
1998 32,447,000 
1999 NA 

Daysln Calculated 
Ooedon 

214 81.1 
365 124.0 
368 561.4 
365 301.5 
365 31 7.5 
NA NA 

Average 

ACilJal 
ERC 

52.9 
427.4 
-259.9 
16.0 

214.1 
90.1 

NR -not reported h Anwd Repoh 
NA - 1994Annull Reput not avaJpble. 
NC- mt caldatd due to an echraldecreasein ERCs. 

Predicted Percent 
ERC Actualto 

IncTeaae Redcted 

NR 
NR 

I .wo NC 
1 ,ooo 1.8 
1.wo &4 

11.5 

Nates: 
1. Total aMual ~wf#ew&fifeated W i e d  h ScfKdule 55 of the SoWdake uL*tieS&mual Re- 
2. The 1998 a ~ r e p o R ~ m e s a m e n u m b e r f o r t o ~ ~ ~ ~ o t e d ( 3 0 , 8 1 5 , 0 0 0 g a a o n s ) ~ t h e  

1997 m a l  report. Therefore, the FMP Monwy Operathg Reports for  1998 w e  referenced m ardu to 
salakte a a a l  total annual @kum (32.447,0(10 &s shown in the abow tatde). 

Report Form: ERC =(Total Ga#m Treated1 bp in Op%mtion)l275 Gal&s Per Day 

Report Form: ERC = (Total &Dons Treated I Day8 in Operabn) I280 Gaitom Per Day 

of Um FPSC dated 2R4W. 

Amual Reports. (&am*: the 1996Araual Repntpredictsd an 
The Annual Reports For 1994 and 1995 dld not indude an estimate of annual ERC increase. 

- 

3. Calculated ERCs for years 1994 - 1995 in acmrdance Wim mS fornula containd n Schedule S-5 of me Annual 

4. Calculated ERC6 for years 1996 - 1998 in 8coDrdance- h formula cmtahedin schedule $4 ofthe Arrmal 

5. Actual ERC iwease for I999 obtabed from m e m d r n  fmm sourntake ulyities to Mr. Ted Davb 

6. R&ed annual ERC increese for years 1997 - 1999 obtained lrom ScheQIk S-6 of the SOurtJake 
increase of 1.ooO ERCsfor 1997.) 
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