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Tim Vaccaro, Esquire 

April 11, 1997 

viA HAND DELIVERY 

Division of Legal Service• 
Florida Public Service Commission 
2540 ~humard oak Boulevard 
Tallahaeaee, Florida 

.. ~---

RFCEIVEO 
APR 1 \ •n, 

Re: Pore•t Hill• Utilitie8, Inc.; Docket No. 9Gl475·SU 
Application for Limited Proceeding 
Qur File Bg. 29062.Q2 

Dear Tim: 

I am writing in reapon•e to your inquiry of March 21, 1997. 
I have outlined below the answer• to each of your questions 
separately: 

l.. · R.-rcUDct the .l.001 000 Paaao Coutlty fee, provide an 
expl&DatiOD •• to wbat ~ !ee pertain. to. 

Aru!nr: Tbe $100, OOQ fee paid to Pasco County represents 
Pore•t Bill• Otilitiea/ proportionate share of the coat for 
•.·ork performed by Pasco County to extend its line and 
conatruction of a lift atation. This fee paid to Pasco County 
for the work related to the interconnection was a prerequisite 
to Paaco County' • willingneea to provide bulk wastew~ :.er 
service. 

CAF ____ 2. Jtegardi.Dg the Utility' • re~on.e to Que•t:ion No. 7 of 
Staff' • firat cSata requ.eat, are any of the Util.ity• • personnel 

CMLJ -- - iDvolved iA lillY aqeat (i.e. billing, bookkeeping) of th• atr••t 
CTR ____ light• a»J/1/a-r garbage, tra•h ••rvice, and, if ao, provide the 

amount of u... allocated to th••• aervicea by each employee and 
EAG --~-deacribe the Vtillty1

• role~ providing tho•• aerv.icea? 
LCC. 

ur ~ 
or:. 
RCr-1 

SEC 

WAS 

OTH 

,----

r 
Anawer: The street light and garbage services are wholly 
contracted out to Florida Power Corporation and BFI Waste 
Sy•tema. All but a v~ry minor amount of customer relations 
type work are performed by those entitiea rather than Forese 
Hill•. The U~ility aervea primarily as a customer contact 
related to •uch service, which customer contact is ~~~al. 
The billing for tbeae aervicea i• ~nclu-lMMb.t.liilt.i!E:ilJ.IfY r..in a 
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flat fee on the customer's water and wastewater bills and 
requires no action on the part of our billing or clerical 
personnel. Our billing clerk is responsible for adding or 
deleting garbage customer• trom the billing, and calling t~~ 
garbage company should they miss picking up a customer's 
garbage, both of which are relatively rare occurrences. The 
billing clerk is also responsible for calling in any street 
lights that are reported burned out. The Utility estimates 
that the time spent on these matters ia approximately 2 hours 
a month at $9.36 per hour for the billing clerk. Lynn Davis 
of the Utility is responsible for paying the bills to Florida 
Power and BPI each month. The Utility estimates that ths time 
spent on this ie about 1/4 hour a month a $11.67 per hour. 

3 • Do•• the Utility charge &Dytb t Dg for water &Dd/ or 
waat ... ter to !'oreat Bill• Golf &Dd Country Club? If not, wb.y? 

A:Qswer: Forest Hilla Utilities charges Forest Hills Golf and 
Country Club for both water and wastewater service in 
conformance with its tariff rates. 

4. What i• the Utility- • be•t eatimate of the ealvage value 
for the pl&Dt retir.-.z~t? Zf thi• amount GaD not be determined by 
the Utility, then ••k 1120 Utility Servicea, Inc. to provide aD 

••timated value. 

Answer: The Utility has consulted wit.h its outsi :ie 
professional engineering ·firm concerning the market for such 
used and older equipment and has been advised that while that 
equipment may have some value and some remaining usefulness, 
the likelihood of finding a buyer in need of that specific 
size and type of equipment is so small as to render that 
equipment most likely unsalable. As such, no salvag~ value 
was utilized in the Utility's application and none is 
anticipated. See attached letter from Sandy Lloveras, P.£., 
dated 4/10/97. 

5. Who OWI18 the land and. land rights a.:•ociated with the 
wastewater tr-taant pl&Dt and. are theae costa included in current 
rate•? Zf ao, how .ucb? What type of arrangement or contract 
a~reeaent (i.e. l•aa•) do•• the Utility have with the landowner? 
Provid• a oopy of the agre...nt or contract. 

Answer: The land and land rights are ownei by Robert L. and 
Diane Dreher, individually. The land itself has never been 
·~eluded in the current rates f~r the Utility. The Utility is 
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charged rent of $8,000 per year for use of this land. There 
is no lease for this land. 

6. OD Page 9 of 19 of Jbr)d.bi t c. the long- term debt baa a 
coat of 12,. PZ'G'Vic!e ju.tifiaation as to why this should continue 
at this rate aDd aat at a lower rate. Baa the Utility takez1 a tepa 
to renegotiate this coat? 

Answer: The interest rate on this long-term debt was changed 
to 8' on June 1, 1995. This change ~n interest rate somehow 
missed incluaion in the 1995 annual report for the Utility. 

7. Doea the Utility have 
cou.tructiaa (CX&C) for wa.tewater? 

any contributian.-in-aid-of
Zf so, provide the amount. 

Answer: At December 31, 1996, the utility had $410,732 of 
sever CIAC in accumulated amortization on that CIAC of 
$192,254. Thu., net sewer CLAC, as of that date, is $218,478. 
The Otility baa previously provided Staff with a response 
concerning the Otility' s existing $300 connection fee in 
anawer to Question 22 of the Staff's Janu ry 7, 1997, inquiry. 
Based on the facts •• outlined therein, the Utility has n~t 
reflected any retirement of CIAC with the retirement of ~he 
sewage treatment pl~. 

8. llegardi.Dg the Utility's respcmae to Queation lfo. 10 ot 
Staff's first data request, the aubmitted invoice• indicate that 
Poreat Hills golf course persozmel were used for labor, IUld that 
equipaent wa. p:nwicled by ll.L~ Dreher Construction, I.nc. for the 
'lora Aven~ pipeliDe. 

Oyeryiow AP•wor: These questions from the Commission Staff 
in conjunction with that posed under Question 10 hereof 
indicate that the Commission Staff is trying to verify the 
reasonableness of the charges imposed by the related party. 
These questions under No. 8 deal with review of the details 
charged by the related party, and Question No. 10 deals with 
the overall analysis of the contract cost compared to cost 
which would charged by an outside contractor. 

Several general factors need to be considered. 
Firat, it ia extremely difficult for a utility to obtain 
information from a general contractor on a bid for a project 
when the contractor is well aware that tne Utility is not 
likely to actually accept any of the bids, but instead intends 
to do the work in-house because it is cheaper. In addition, 
component costa aa requested herein, are not accurate measures 
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for comparing what a third party would have charged to do this 
work. Both from the labor and equipment usage standpoint, 
outside entities would charge minimums and set-up charges in 
addition to having labor and equipment charges substantially 
in excess of those which were charged by the related party. 
The only way that the Commission can reasonably r~view and 
analyze related party construction contracts is to generally 
review an estimate from an outside engineer as to the cost 
that should be incurred and to ensure that the Utility obtains 
that work at or below that cost. Pcrtunately, in this case, 
the Utility was able to obtain outside bids which are 
reflected in Exhibit 10. However, aa noted above, the 
responses to the individual component questions hereunder can 
not fairly be compared to third party costa since they would 
have to include required minimum charges and set-up fees as 
well as what we believe would be higher component costs. 

a) Provide actual time ab•eta !or the SiiJOl! course personnel 
showing tbe actual tima worked. aD the project. 

Answer: 

Answer; 

See attached payroll attendance sheets. 

Ron Johnaon - $9.72 per hour 
Chris Condento - $5.25 per hour 
Chria Elder - $9.00 per hour 
Joe Buchanan - $6.25 per hour 

c) Por the peraozmel il:ulicated., provide the dates they 
worked OB ~ project. 

Answer: 'I'he employees worked at various times throughout the 
project construction dates from April 30, 1996 through June 
24, 1996. This information ia further elaborated on the 
attached payroll attendance sheets by week for each employee. 

d) Mby did. the Utility cbooae to use SiiJOlf course personnel 
for the Flora Avenue pipeliDe? 

Answer: The golf course maintenance building is located very 
close to the job-site and it was very convenient to pull 
related party employees and use them on the job as needed. 
Their hourly rates were much more reasonable than hiring 
outside contractors and their availability was also much 
better. In addition, an outside contractor would have charged 
set-up charges each time their personnel worked on these 
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matters, the coat would have been many times higher, and the 
work could not have been performed aa quickly or efficiently. 

e) What is tha relaticmahip between 
Conatructian, Xna. aDd the Utility owner? 

R.L. Dreher 

AnSwer: Robert L. Dreher is President of R.L. Dreher 
Construction, Inc. and Forest Hilla Utilities, Inc. 

f) 1fby dicl tb8 Utility ahooae to Ul"'e the equipment from Jl. L. 
Drebe~ CoaatruatiOD, IDa. for tb8 flora Avtmue pipeline? 

Answer: All equipment for R.L. Dreher Construction, Inc. is 
kept and maintained at the golf course maintenance builo~ng. 
Again, thia location makes access to the Flora Avenue job-site 
far better than any that could have been provided by an 
outside contractor and at substantial savings to the Utility 
company, both in time and costa required. 

g) pzoovicle tb8 actual ..aunt of tilu, d.atea aDd hourly rate 
fo~ -= pieae of equipam1t rented froa Jl. L. :Dreher 
ccm.atruatian, IAC • 

An•wcr: The backhoe was used from May 15 through May 3t'1 and 
from July 1 through July 20 at a weekly rate of $601.25. The 
forklift w.. uaed for the months of May, June, and July at a 
monthly rate of $1,050. The grading tractor was used from May 
15 through July 20 at a weekly rate of $355. The Utiljty did 
not keep track of the actual time each piece of equipment was 
used on the job because it i• readily available and did not 
have to be returned at any specific time. We calculated these 
rents baaed on prices charged by other rental companies in th~ 
area for similar equipment usage. 

In addition, any rental equipment company charges 
minimuma and chargee set-up fees. The Utility was able to 
avoid these chargee and to avoid the higher cost per time of 
usage for this equipment by using the related party's on-site 
and available equipment. 

9. Does t.be Utility owner or any of his family malllbera have 
any ownerabip rights ~th 820 Utility Services, Inc.? 

An,awer: Neither Robert L. Dreher or any of his family 
members have any ownership rights in H20 Utility Services, 
Inc. 
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10. Provide at least two other bida traa unaffiliated 
companies ~egarding the total coat of the foro• maio, flow .. ter 
and the pu11Piq equ.iPHDt inatallatioo. P!"ovide all oorreapoDdnoe 
fro. the•• bida. 

AnSwer: The Utility obtained two bids from an unaf!iliated 
company regarding the coat of the force main, flow meter and 
pumping equipment installation, one dated April 20, 1996, from 
Southern Bay Corporation, and one dated April 22, 1996, from 
H20 Utility Services. These a;.:e attached. There is no 
further correspondence concerning these bide. The Utility 
ultimately decided to use related party labor and equipment 
and to utilize the aervicea ot H20 Utility services !or 
overaight rather than •turnkey• contracting with that entity. 
A8 ia apparent from these two bide, the overall cost of the 
facilities when contracted through the related party labor and 
uae of related party equ!pment was Substantially less than 
that which the Utility would have incurred had it used outside 
contracts instead ($140,410 and $159,077 versus $103,000). 

11. Jl.gardiDg the 1120 'Otility Serv~ ces, Xnc. i.nvoice• and 
attea~eDt• II and V of tbe Vtility'a re~e to Staff'• first 
data requ.eat, provich a job description and dutiea of the following 
caploye••• Project coordinator, trad.eaaan, and 11L&i.ntenance 
mechanic. 

AniWtr: Attached are job descriptions, duties and 
qualifications information on the three persons providing 
services through H20 Utility Services. 

12. JlegardJ.Dg AttacbJDeDt II of the trti1ity• a re•pon•e to 
Staff's first data requeat, explain the followiDIJ check• made 
payable to John Kou1iaa for 8'1.2!, $222.25, $206.50, and $206.50s 
Bobby ltouliaa for $107.25 and $240.50J and Bugb Se.xtoD for $280.00. 

An•wer: These checks were for casual labor associated with 
grading, sod preparation, sod laying, watering sod, repair of 
mailboxe• and fencea. John Kouliaa was paid $7 pe.r hour. 
Bobby Koulias was paid $6.50 per hour and Hugh Sexton was paid 
$7 per hour for thia work related to the construction of the 
Flora Avenue pipeline. 

13. Provide the fi.D.al refUDd report pur•uant to tbe R.ule 25-
30.360(7), rlori4a A6mtuiatrative Code, that tbe Utility completed 
around Sept-.ber 11, 1JJ5, regarding the cuatam.r depo~it refund 
plan. 
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An•nr: CUttomer depoait refund report• are 1pecifically 
excluded from thole covered by thi1 rule. In1tead, refund• of 
C:Uitomer depo1ita are covered by Rule 25-30.311 (5) . The 
Utility ia making refund! in conformance with that rule now. 
AI a re.ult of informal diacu11iona with the Staff in 1995, a 
total of $19,793.22 baa been refunded to date, and the Utility 
i1 continuing to refund depo1ita monthly. 

1•. Regarc!iJig Staff QuettiOil Ho. 15 of the fir•t data 
reque1t, tU Utility cU.cl DOt p~crricl. the e1tiaated .. %'ket value of 
the lazad apoD wbiala tU ~•ti~ed waat-te.r trea~t plant 
CNn"Ctly 1it1. luff believe• that thia que1tiOD 1bould. be 
&DMfU'ed aiDa• tU coat of thia lad ia iDaluded iD th8 Utility' • 
rat••• tberefore, proYide ~ ••t!.ated .arket value of the lad 
•••oaiated wltb tU waatewate.r t%'N~t plane. 

An-r: The tJtil.ity has not provided an estimated market 
value for the wa1tewater treatment plant property because the 
property doe• not belong to the Utility nor has it ever been 
included on the Utility'• booka or in rate setting for this 
Utility. That land and all related land right• are now and 
have alway• been owned by Rob4..rt and Diane Dreher, 
individually. 

., 

In addition, thi1 land owned by the Utility's 
prelident ia low-lying property and i1 undevel~pable. Its 
low-lying character i8 one of the primary reasons why the 
Florida Department of Environmental Protection has pursued 
attempting to have Mr. Dreher change tre location of the 
treatment facility or tie into the County system as has been 
done in thi1 ca1e. Becauae it ia low-lying and undevelopable, 
there are no anticipated aale or development plans by Mr. 1nd 
Mr1. Dreher. 

The Staff'• queation, states that the cost of this 
land i1 included in the Utility' 1 rates, the Utility has 
revie .. d previou• rate order• and itl recorda to determine 
whether there il any 1upporc tor such a content ion. We have 
reviewed the old order• back to the Utility's original rate 
application and find no indication whataoever that the cost of 
thia property hal ever been included in rate setting for the 
Utility and, in fact, it could not have been s.~.nce it has 
never been owned by the Utility. The tact that the Utility 
may have u1ed the land for 1ome extended period of time in its 
sewer ope%'ationa d.oea not in any way grant to the Utility any 
long-teZ'1D owner1hip right! in property held and titled in 
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another name. It should also be noted that the Utility haa 
continuously paid rent on this property to Mr. Dreher. 

I trust that these answer all of your questions. Should you 
need anything further, please let me know. 

FMD/lta 
Enclosures 
cc: Blanca Bayo, Clerk 

Mr. Eric Groom 
Me. Shannon Austin 
Mr. Lee Munroe 
Kathy Johnson, Esquire 
Mr • Robert Dreher 
Michael Allen, Esquire 
Robert C. Nixon, CPA 
Mr. Gary Deremer 
Sandy Lloveras, P.E. 

Sincerely, 

~. 8UNOS'T'..oM & BEN'TLZY. ~ 

p 

----
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Docket No. 961475-SU 

RESPONSE TO QUESTION NO. 4 
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RESPONSE TO QUESTION NO. 8 
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