
Corporate offices: 
23s &nd= Road 

Iuorthbrool.Ic 60062 

Ms. Blanca Bay0 
Florida Public Service Commission 
Division of Records and Repoaing 
2540 Shumard Oak Blvd. 
Tallahassee, FL 32399-0850 

Re: Docket No. 991437-WU, Application of Wedgefield Utilities, Inc. to Increase its Water 
Rates and Charges; Utility's Response to Audit Exceptions No. 5 (part 2) and NO. 7 

Dear Ms. Bayo: 

In response to the Staff Audit Report dated May 6,2000,Wedgefield Utilities, Inc. objects to the 
Auditor's recommendations io Audit Exception No. 5 (patt 2) and Audit Exception No. 7. 

Audit Exception No. 5 (part 2) recommends a reduction in Account 31 1 by $1.737 due to the 
lack of support for this addition. We have found and enclosed the related invoice, which should provide 
sufficient documentation for inclusion of this dollar amount. The Company apologizes that this invoice 
was apparently misplaced at the time of the field audit. 

The Company also strongly disagrees with the Auditors recommendations in Audit Exception 
No.7 that: 

a) 

b) 

99.58% of the $17,264 land purchase be reclassified to Account 103. Property Held for 
Future Use, and 
99.58% of the. $1,200 survey cost associated with the land purchase also be reclassified to 
Account 103, Property Held for Future Use. 

In 1996, Wedgefield Utilities, Inc. purchased the assets of &on Utilities Corporation (ECDP). 
the time of the purchase, a portion of Tract "A", the nw-residential podon of Lot 25 (see Attac&na 
Wedgefield Service Area Map), was deeded to Wedgefield by &on. The land conveyed was to &lud=all 

AFT d f  the existing water treatment supply, and storage facilities Serving the Wedgefield service ar& Th& 
-----remainder of Tract "A" had been deeded to the Wedgefield Homeowners Association (HOA) & CMr) 

FCR L 
A 

T f  the land on which the water plant was located had been included in the -on of property deeded 

.anal purposes io 1994 by Magna Properties, Inc. (Magna), the developer of the Wedg&ld 2 
CM? CTR -subdivision and owner of Econ Utilities 03 

.2J . 
vl Subsequently, defects in the prior deeds were discovered, including incorrect descriptions of 

OPG y r o p e r t y  in the deeds to both Wedgefield and the HOA. Specific to Wedgefie1d"s concerns, only a portion "AI 

L.L c-=C Wedgefield. 
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After concluding negotiations to resolve this matter, simultaneous transdons were canid out to 
correct the situation in June 1999. Magna quitclaimed to the HOA a tract containing 1.22 =res within 
Tract "A", thereby correcting previous deeds. The 1.22 acres was composed of Parcels B and C (see 
Attachment 2, Survey Map). Tbe. HOA then entered into a contract with Wedgefield and transferred to it 
those same two parcels. The contract between Wedgefield and the HOA acknowledged that thc pooaion 
with the tank and shed (Parcel B) should have been conveyed previously, and conveyance of that portion 
was to correct an oversight. The contract then stated that the additional property (Parcel C) was being 
purchased by Wedgefield. Thus, the actual conveyance of Parcel B and Parcel C to Wedgefield was done 
in a single transaction. The area identified as Parcel A on the survey map already had been conveyed to 
Wedgefield in 1996. It is only Parcel C and its related costs that are addressed in Audit Exception N0.7. 

The HOA land immediately nortb of Parcel A (water tank site) and west of Parcel C (well site), 
which would have provided a complete rectangle of property to the utility, was not available for purchase 
because it already had recreational improvements on it, was partially paved, and was beiig used by the 
community through tbe HOA. To the east, Parcel C abuts existing platted home lots. 

The purchase of Parcel C provides sufficient land on which to locate additional wells and storage, 
and it provides a buffer between the water treatment and storage facilities and platted residential lots. Tbe 
purchase of Parcel C also gumntees access to an existing well site and to supply and related mains 
already running in diffemt directions through Parce.1 C in various places and to any other wells or mains 
that may be required to be located on the. pmperty. Prim to the purchase of Parcel C, no such access was 
pamnteed. The purchase of Parcel C also reserves the land for utility purposes at a reasooablc cost 
otherwise. Parcel C could have become unavailable, like the land adjacent to it that is already being used 
for recreational purposes. 

It would have been imprudent for the utility a to have purchased the approximately one acre 
Parcel C at one time. Lilrewise, it would have been imprudent for the utility to have purchased &the 
169 square foot well Site. Had the. utility done that, it would have had no guaranteed accem and would 
only be able to bring in its trucks and personnel by continuing to encroach on HOA land. In addition, the 
utility would have had no means of preventing the HOA from utilizing that land and from building 
structures upon it, as it already was done on other adjacent property. Such use probably would have made 
access diflicult or impsible and would have made it less safe and more expensive. At best, the utility 
would have had to purchase easements of sufficient size to aUow ingress, turning, and egress for bucks 
and heavy equipment to the well site and to the various mains within Parcel C. Easemeuts are not without 
cost. If the utility had postponed to a later date. the purchase of the approximate one acre included in 
Parcel C (assuming it still would be. available), the land almost c e d l y  would have come at a bigher 
price. If the utility w m  to have purcbased micro-parcels of the size the audit exception recommended 
(0.42% of the acre) as Plant in Service, it could do so only at a much higher unit price the larger 
parcel. Micro parcels break up the land and make. land adjacent to them less useable or desirable. 

In addition to the higher unit costs that one would expect, in this particular case a plan to 
purchase in micmparcek would also be imprudent because it would result in the existing interconnecting 
mains beiig located on lauds not under utility control but subject to paving and other uses, with the 
associated higher utility repair and maintenance costs. Having all of these facilities on utility-owned land 
also will allow for safer operations. The purchase of the entire Parcel C in one parcel also was prudent 
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because, otherwise conflicting land use would box in the existing supply and treatment plant site, 
resulting in land for plant expansion being available only through the exercise of eminent domain rights at 
this site, or purchase of land at another site, either of which would have resulted in higher costs. 

Furthermore, the Commission in its regulation of other utilities, has always recognized that 
securing land sites in a cost-efficient manner and in anticipation of need is a good management decision 
that benefits ratepayers and wanants inclusion in rate base. 

As a practical matter, the auditor's recommended adjustment, on a purely mathematical basis of 
the ratio of one fenced well site to total acreage (0.42%). simply ignores reality. 

Therefore, the total land cost and associated survey cost are reasonable and prudent and should 
remain in Plant in Sexvice. 

The Staffs Audit Exceprion No. 7 should not be accepted, and the Staffs Audit Exception No. 5 
(Part 2) has been satisfied. 

Sincerely. 

I Erin Nicholas 
Regulatory Analyst 

Encls. 

cc: w/ encls. 
Mr. Marshall willis 
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