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Re: Docket No. 060257-WS - Application for an increase in water and wastewater rates in Polk 
County by Cypress Lakes Utilities, he. 

Dear Messrs. Holzshuh and Halleen: 

I am in receipt of your letter dated February 14, 2007. We also wish to thank you for your 
participation at the February 13,2007 agenda conference. I believe that it was very productive, and 
your comments were well received and offered important information for the Commissioners to make 
their decision. 

In your letter, you inquired about the so-called “impact fees.” In the water and wastewater 
industry, charges assessed for the expansion of facilities are referred to as a plant capacity charges or 
service availability charges. Plant capacity charges are dehed as, “A charge made by the utility for 
the purpose of covering all or part of the utility‘s capital costs in construction or expansion of 
treatment facilities.” They are typically paid either by developers in order to receive service for their 
developments, or by individual homeowners, prior to receiving service. Service availability charges 
are defined as, “The charge made by a utility for each new connection to the system which charge is 
designed to d e h y  a portion of the cost of the utility system.” These. charges are used to ensure that 
growth pays for itself, and the current customers are only paying costs incurred in the operation of 
property used and usell  in providing service to c m t  customers. This is mandated by Section 
367.081(2xa)(l), Florida Statutes. The developer will be requkd to pay these plant capacity charges 
prior to receiving a commitment for water and wastewater service. These charges will be. recorded as 
Contributions in Aid of Construction, and will be deducted from the utility’s plant in service. 
Pursuant to Section 367.021(3), Florida Statutes: . 

“Contribution-in-aid-of-construction“ means any amount or item of money, services, 
or property received by a utility, from any person or governmental authority, any 
portion of which is provided at no cost to the utility, which represents a donation or 
contribution to the capital of the utility, and which is used to offset the acquisition, 
improvement, or construction costs of the utility property, facilities, or equipment used 
to provide utility services. 
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There is no requirement that these h d s  are escrowed for an intended purpose. They are used 
by the utility to offset capital investments in either its existing treatment plant, or for future 
expansions. 

Pursuant to Section 367.081(2)(a)(l), Florida Statutes 

The commission shall not allow the inclusion of contributions-in-aid-of~ns~ction 
in the rate base of any utility during a rate proceeding, nor shall the commission 
impute pms@ctive future contributions&-aid-of-construction against the utility's 
investment in property used and useful in the public service; and accumulated 
depreciation on such con~butions-in-aid-of-construction shall not be used to reduce 
the rate bbe, nor shall depreciation on such contributed assets be considered a cost of 
providingutihty service. 

In your letter you also inquired about the allmation of employee salaries. We believe the 
questions conceming the employee positions at Cypress Lakes Utilities, Inc. were adequately 
discussed during the agenda conference. Further, staffis confident this issue was fully analyzed. Staff 
sent numerous data requests conceming various aspects of the utility's operation and maintenance 
expenses. Staff received the name, starting date, and s a l q  of the utility personnel who filled the 
position that was vacant during the test year. 

With respect to the sufficiency of the quality of service provided by Cypress Lakes, staff's 
engmeer, Mr. Edwards, examined the plant facilities and had several conversations with the Polk 
County Health Department. His statements at the Agenda Conference represents his professional 
opinion as to the sufficiency of the plant. You are correct that Mr. Edwards's overall assessment of 
the quality of service was "marginally satisfactory." Discussions at the Agenda Conference between 
Commissioner Carter and Mr, Edwards indicate that the reason that Cypress Lakes was deemed 
"margmlly satisfactow rather than "satisfactorf was based on the customer satisfaction element of 
staffs three-prong test. Both the quality of product and the operating condition of the plant were 
deemed satisfactory. 

Even through Mr. Edwards has rated the quality of service margmally satisfactory, it is clear 
that you have concerns about the quality of the product. Staff believes the requirement for the utility 
to do a full engineering analysis will provide a benefit to the customers of C y p m  Lakes. This 
analysis will not only examine the chlorine residual problems, including the potential of a chlorine 
booster pump, but will also l l l y  examine all options for water treatment. This is important, 
considering the hydrogen sulfides in well number two. AU options should be examined and analyzed. 
This will include all of the costs involved, so the customers will have full disclosure of any potential 
rate impact of each option available. To complete such a comprehensive examination will take time 
on the part of the utility. Staff believes nine months is sutficient time, however, there may be 
unforeseeable delays. The utility will be required to come before the Commission to request a waiver 
if additional time is necessary. 
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With respect to the billing information referenced in your letter, the usage data was filed with 
the Commission on November 29,2006. This information was labeled as Document Number 10868 
in the Commission’s internal document tracking system and was actually filed on a disc. We have 
printed this information and have attached it to this letter for your review. This is public information, 
and is available for all parties to review. 

The Proposed Agency Action Order is scheduled to be issued on Monday, March 5,2007. 
This order will be available for review on our website, however, we will also be mailing you a copy. 
If you have any additional concerns, please do not hesitate to contact me at (850) 413-6934 or by e- 
mail at trov.mdell&sc.state.fl.us. 

/ public utilities supenisor 

Attachment 
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Mr. Robert Holzschuh 
2262 Cypress Cross Loop 
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Lakeland, FL 33810 
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Re: Docket No. 060257-WS-Application for increase in water and wastewater rates in Polk 
County by Cypress Lakes Utilities, Inc. 

Dear Mr. Halleen: 

We have received your letters of January 17,2007 and January 29,2007. As we indicated in 
our telephone convetsation on January 30, 2007, staff will send its “mendation via overnight 
delivery. Also, this will confirm that this item will not be taken up before 1:00 p.m. at the February 
13,2007 Agenda Conference. Below, we will address several of the concerns raised in your letters. 

You indicated you have concerns regarding the significant increase in the amount of “other 
uses” water that was pumped during the 2005 test year. Specifically, you stated the quantity of “other 
uses” was 3,695,000 gallons d&g the test year 2005,852,000 gallons during the 2001 test year and 
538,000 gallons in 2002. Your numbers indicated the amount of “other uses” has increased by 23% 
since the last rate case proceeding. 

On October 27, 2006, staff requested copies of all the utility’s flushing data records h m  
January 1,2005 through October 20,2006. Staff received the utility’s response to our data request on 
November 10,2006. After reviewing the data (Water Loss Record), it was determined the test year 
2005 total “other uses” was 2,593,000 gallons instead of 3,695,000. Staff has made all necessary 
adjustments to its calculation of O&h4 expenses. In addition, staff calculated the amount of “‘other 
uses” since the 2002 rate proceeding. The result is a 33% inmase. All of these adjustments will be 
reflected in staffs recommendation to be filed February 1,2007. 

You also stated you have eoncems regarding the discrepancy of 1,231,000 gallons of “other 
uses” which was reported in the utility’s MFRs for September 2005 and the 138,000 gallons of water 
loss which recorded in its “Water Loss Reports”. As stated above, during staffs review of both 
reports, we noticed the discrepancy and requested the utility provide additional information. M e r  
receiving and reviewing the utility’s data response, staff believes it is appmpnate to use 138,000 
gallons for the month of September 2005 to determine the amount of unaccounted for water and for 
the rate setting process. 

CAPITAL CIRCLE OFFICE CENTER 0 2540 S I “ J  OAKBOULEVARO 0 TALLAHASSEE, 32399-0850 
An Affirmative Actan I EquI Oppo&nily Employer 

PSC Wcbaite: bWJh.llori&px.mid.pscrom lntaad Enni mnt.cU&scstate.Q.us 



i 
Mr. Robert Halleen 
Page 2 
February 1,2007 

Further, you stated that you have concerns regarding the excessive flushing. The utility has 
indicated that with the development of Phase 12 the large amount of line flushing will decrease. Staff 
has notified the Florida Department of Environmental Protection PEP), the Polk County Health 
Department (PCHD), and the water management district which all have jurisdictionat review of this 
utility regarding the flushing. The utility indicated this flushing was used to address the low chlorine 
residual recently experienced. Staffwill address this in its recommendation. 

You also indicated that you raised the issue of an individual residential customer bemg billed 
887,000 gallons. At the time of the customer meeting, staffhad submitted a data request to the utility 
concerning this issue. The utility initially responded by indicating this amount was correct. However, 
the utility subsequently discovered errors in its filings related to this consumption data. The utility 
submitted corrected consumption data to use for rate setting purposes. In this corrected data, this 
usage data was revised to 5,000 gallons, thus an adjustment in the amount of 882,000 gallons was 
made for ratemaking purposes. 

Staff has reviewed complaints d v e d  by the Commission’s Consumer Affairs section. A 
complaint was received on December 27,2006 by Mr. and Mrs. Bonifield. According to the response 
of the utility, the customer’s meter reading was verified on July 12,2006, due to the account ap@g 
on a variance report for high consumption. The reading was verified as correct and no leaks were 
detsted at that time. Again on August 23,2006, the customer’s &g was again verified and the 
meter was checked for leaks. Then, again on December 20,2006, a meter field test was performed in 
the presence of the customer and the meter was tested to be 100% accurate. The utility sent 
co-ndence to the customer dated January 16,2007 advising it of the actions described above. In 
addtion, the utility offered a bench test, which would require a written request and a $20 deposit. A 
12-month consumption report was also supplied. 

The Commission staff has asked the company to provide for a supplemental report by 
February 5,2007, which addresses the matter further. From our records, it appears the utility has 
addressed the complaint that was filed with the Commission. However, I am not aware of any billing 
complaint filed by Mr. and Mrs. Snell. 

You further addressed a concern over the CIAC schedule provided by the utility. As indicated 
in our telephone conversation, t h ~ s  issue has no affect on this rate case. Staff auditors requested the 
utility provide information about any additions since the last case. The requested information was 
included in the audit work papers. Staffs review of the documentation provided by the utility 
indicated that one addition was completed in late 2004, and two other additions were completed in 
2005. In its response to the audit, the utility agreed with the auditon, and indicated that it recognized 
cfftain assets were Coatributed by a developer and in service that were not mrded in either CIAC or 
the utility’s general ledger. The utility indicated it would properly record these assets in UPIS and 
CIAC accordingly. Staffwill discuss this in its recommendation, as well. 
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I hope I have addressed the concerns expressed in your letters. If you have any questions, 

A 
please contact me at (850) 413-6934. 

( public Utilities Supervisor 

Division of Economic Regulation (Bulecza-Banks, Edwards, Lingo, Revell) 
Office of the General Counsel (Fleming) 
Division of the Commission Clerk and Administrative Services 
Office of Public Counsel (Reilly) 
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December 18,2006 

Mr. Robert Halleen, Director 
Mr. Richard Holzschuh, D h t o r  
Cypress Lakes Homeowners Association 
9678 Cypress Lakes Drive 
Lakeland, FL 33810-2394 

Re: Docket No. 060257-WS - Application for an increase in water and wastewater rates in Polk 
County by Cypress Lakes Utilities, Inc. 

Dear Messrs. Halleen arid Holzschuh: 

I have received your most recent letters dated November 29, 2006 and December 12, 
2006. I’m relieved that you have acknowledged receiving both of our previous responses dated 
November 14 and 21,2006, with the data you requested. As fo your first concem, the “Standard 
Operating Procedures” (SOP) you refer to are fiom the Division of Economic Regulation. 
Specifically, we previously quoted from the Bureau or Rate Filing’s SOP No. 1601. SOPs are 
intemal guidelines that attempt to codify the general procedures to be followed by the staff of the 
Public Service Commission during the processing of the work. They are based upon several 
items, such as, the Florida Statutes, Florida Administrative Codes, past Commission practice, 
previous Commission Orders, and past decisions by the Florida court systems. This is mainly 
decisions by the First District Court of Appeal. Please note this list is not intended to be all 
inclusive. As to your question of the legal standing of the intemal SOPs, I’m not personally 
aware of any legal challenge to them. However, Commission decisions in interim proceedings 
are govemed by both Florida Statute and past Commission decisions and practice. 

Your second concern relates to the source of the rainfall data used by staff in its 
preliminary analysis. You have acknowledged receiving this information sent by Ms. Jennie 
Lingo in a letter dated December 6,2006. 

You also express concern over a lack of incentive on the part of utilities to improve operatiom. 
Specifically you refer to the previously mentioned SOP. As indicated ,in my November 21, 2006 
letter, the previously quoted sections of the SOPs were for the processing of the interim request only. 
You further questioned the reasonableness of the level of several operation and maintenance (O&M) 
expenses by the utility. You requested a copy of s ta f fs  entire SOP 2101, so I have attached it. 

In determining the appropriate amount of revenue requirement and rates, the Commission is 
required to set rates that are just, reasonable, compensatory, and not unfairly discriminatory. To 
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determine the appropriate rates for service, the Commission uses a rate of return methodology as 
set forth in Chapter 367, Florida Statutes. Under the rate of retum methodology, a utility is 
allowed to earn a reasonable return on its prudently invested property that is used and useful in 
serving the public, less accrued depreciation plus an allowance for operating capital. This 
ratemaking process is used for all water and wastewater companies and is also used in the 
electric and gas industry. It is the same approach used throughout the country by various state 
and federal utility regulatory bodies. 

There are many factors that &ect the cost of providing service and hence, the rates charged to 
customers. Some factors affecting the cost of providing service include: the size and age of the utility 
system; the quality of the water at its source; the number of customers; and, the geographic spread of 
the service area. During a rate case, the Commission's accountants, engineers and economists 
examine the financial and engineering information filed by the company as part of its rate increase 
application. The Commission's auditors also examine this information and publish the results of their 
findings in an audit report. All costs found to be imprudent or unreasonable are disallowed for 
recovery h m  the ratepayers. 

Further, during a rate case, utilities are required to provide justification of expenses that 
have increased in excess of the change in customer growth and the Consumer Price Index. As I 
previously explained in our meeting on October 19,2006, staff is in the process of analyzing all 
of the utility's requested expenses and capital investments. Staff's findings will be contained in 
its recommendation to be filed on February 1, 2007. You will receive a copy of staff's 
recommendation for your review. 

You also expressed concern that the current rate setting procedure contains no 
differentiation between the expenses that the utility can control and those which are not in their 
control. Once the revenue requirement is set, the Commission must then establish service rates 
which will afford the utility the opportunity to earn the approved revenue requirement. 
Currently, there is one predominate type of rate structure the Commission approves for water and 
wastewater utilities. Pursuant to the Rule 25-30.437(6), Florida Administrative Code, utilities 
are required to use the base facility and usage charge rate structure, unless an altemative rate 
structure is adequately supported. The base facility charge incorporates fixed expenses of the 
utility and is a flat monthly charge. This charge is applicable as long as a person is a customer of 
the utility, regardless of whether there is any usage. The usage charge incorporates variable 
expenses and is billed on a per 1,000 gallon or 100 cubic feet basis in addition to the base facility 
charge. 

This rate structure is the preferred rate structure for a number of reasons. The base 
facility charge is based upon the concept of readiness to serve all customers connected to the 
system. This type of structure allows each customer to pay hisher fair share of the costs, 
regardless of whether the customer receives residential, commercial, or other type of service. 
Also, customers that have high consumption levels have higher bills than those with low 
consumption levels. By using the base facility charge rate structure, a utility recovers its fixed 
costs through the base charge and its variable costs through the gallonage charge. The base 
facility charge is applicable to all customers each month, the gallonage charge is based on each 
customer's actual consumption during the month. 
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The Commission also recognizes that water used by residential customers for purposes 
such as lawn sprinkling and washing automobiles is not collected by the wastewater system. The 
Commission does this by approving a residential wastewater cap. Usually it is around 6,000 to 
8,000 gallons per month. The purpose of implementing a residential wastewater gallonage cap is 
to recognize that not all water used by residential customers is returned to the wastewater 
collection system. In other words, the wastewater cap prevents a customer from being charged 
above 6,000 or 8,000 gallons of water used per month, whatever the cap may be. Any water 
used over the cap is generally considered being used for purposes such as irrigation; therefore, it 
is not returned to the wastewater facility. Furthermore, in determining the appropriate 
wastewater gallonage charge, the Commission approves a common procedure that recognizes 
that only 80% of the residential water used is collected and treated by the wastewater system; the 
other 20% of the residential water is used for other purposes and does not get collected by the 
wastewater system. 

Finally, you inquired as to the availability of Cypress Lakes 2003 and 2004 Annual 
Reports. They are available on our website www.floridapsc.com. If you have any additional 
questions, do not hesitate to contact me at (850) 413-6934 or e-mail me at 
trov.rendell@psc.state.fl.us. 

I 
htbiic Utilities supervisor 

Attachment 

cc: Division of Economic Regulation @ulecza-Banks, Revell, Edwards, Lingo) 
Office of General Counsel (Fleming) 
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November 30,2006 

Mr and Mrs. Milton and Kathi Palmer 
9504 Maidencane Court 
Lakeland, FL 33810 

RE: Docket No. 060257-WS, Application for rate increase in Polk County by Cypress Lakes 
utilities, Inc  

Dear Mr. and Mrs. Palmer: 

Thank you for your recent in which you expressed concerns regarding a rate increase 
requested by Cypress Lakes Utilities, Inc. (Cypress Lakes or Company.) I have been asked to 
provide you information on the Commission’s rate case process and to provide you assurance 
that your concerns have been acknowledged by Commission staff. To ensure that the 
Commission staff and the Commissioners have knowledge of your concerns, your letter has been 
placed on the correspondence side of the docket file for all to review. 

As a way of background information, I would like to provide an overview of the 
Commission’s rate case process that I hope you will find helpful. The rate case process begins 
when a utility files a request for approval of a test year. The test year is the time period on which 
the utility will base its need for a rate increase. In the Cypress Lakes case, the Company selected 
a test year of 2005. The Commission approved the test year and a date was established to file its 
supporting financial data that is referred to as the Minimum Filing Requirements (MFRs). In 
this case, Cypress Lakes completed its MFRs on August 22,2006. 

As you are probably aware, a customer meeting was held in Lakeland on October 19, 
2006. During the meeting, customers were given an opportunity to express their opinions and 
concerns regarding Cypress Lakes’ rates and service. Customers provided verbal comments 
while others submitted written comments. This input will be taken under advisement when staff 
formulates its recommendation on the proposed final rates. 

You had inquired whether the park was owned by the same owners of the utility. The 
answer is no. In Order No. PSC-98-0993-FOF-WS, issued July 20, 1998, the Commission 
approved the transfer of Cypress Lakes Associates, Ltd. To the current owners, Cypress Lakes 
Utilities, Inc. Utilities, Inc. is the parent company of Cypress Lakes Utilities, Inc. and is an 
Illinois corporation which owns approximately 80 utility subsidiaries throughout 16 states 
including 16 water and wastewater utilities within the State of Florida. 
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With respect to the development of rates, the Commission is required to set rates that are 

just, reasonable, compensatory, and not unfairly discriminatory. To determine t&w@&f& 
rates for service, the Commission uses a rate of return methodology as set forth in C&@3?%7, 
Florida Statutes. Under the rate of retum methodology, a utility is allowed to earn a reasonable 
return on its prudently invested property that is used and useful in serving the public, less 
accrued depreciation plus an allowance for operating capital. This ratemaking process is used 
for all water and wastewater companies and is also used in the electric and gas industry. It is the 
same approach used throughout the country by various state and federal utility regulatory bodies. 

There are many factors that af€ect the cost of providing service and hence, the rates charged to 
customers. Some factors affecting the cost of providing service include: the size and age of the utility 
system; the quality of the water at its source; the number of customers; and, the geographic spread of 
the service area During a rate case, the Commission's accountants, engineers and economists 
examine the financial and engineering information filed by the company as part of its rate increase 
application. The Commission's auditors also examine this information and publish the results of their 
findings m an audit report. All costs found to be imprudent or unreasonable are disallowed for 
recovery from the ratepayers. 

You also inquired as to whether the Commission evaluates and considers nearby and 
similar water company rates when setting rates. We often receive this question from customers 
throughout the state of Florida. However, the Commission is required to establish revenue 
requirements and rates based on each individual regulated utility's costs and investment. It is 
very difficult, if not impossible, to compare different regulated utility's rates. Each utility may 
have different treatment types, capital structures consisting of debt and equity, customer bases, 
and levels of investment. Some utilities may have older inftastructure that is almost fully 
depreciated, where some may have new expensive equipment has not been depreciated much. 

Also, by statute we do not regulate any municipal or county owned utilities, therefore, we 
do not have information on their rates. However, there are also many differences between 
Commission-regulated water and Wastewater utilities and municipally-owned utilities that affect 
rates. For example, municipally-owned systems do not have any income or property taxes and 
have access to low interest construction loans. Further a city or county may issue bonds to 
finance capital improvements. Municipally-owned systems often serve a varied customer base 
and may structure rates which result in general service customers paying more than their fair 
share of costs than residential customers. Also, cities and counties may subsidize their water and 
wastewater operations through electric rates or other sources. 

Staff is aware of the customers concems over odor. As explained at the November 2, 
2006 customer meeting, the Commission will consider all quality of service issues when making 
its decision in this rate case. Pursuant to Rule 25-30.433( I), Florida Administrative Code: 

The Commission in every rate case shall make a determination of the quality of 
service provided by the utility. This shall be derived from an evaluation of three 
separate components of water and wastewater utility operations: quality of 
utility's product (water and wastewater); operational conditions of utility's plant 
and facilities; and the utility's attempt to address customer satisfaction. Sanitary 
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surveys, outstanding citations, violations and consent orders on file with the 
Department of Environmental Protection P E P )  and county health departments or 
lack thereof over the preceding 3-year period shall also be considered. DEP and 
county health department officials' testimony concerning quality of service as 
well as the testimony of utility's customers shall be considered. 

Staff is currently working closely with the Department of Environmental Protection conceming 
these issues and will address them in its recommendation to the Commission. 

Cypress Lakes's rate case is being processed in accordance with the Commission's 
Proposed Agency Action (PAA) procedure. Under this procedure, staff performs a thorough 
analysis and solicits customer comments for consideration. After all relevant information has 
been analyzed, staff prepares a recommendation that is presented to the Commission for action at 
a formal public forum known as the Commission's Agenda Conference. This process is less 
formal and less expensive than the traditional rate making process that requires the Commission 
to hold an evidentiary hearing on the utility's request for rate relief. 

With respect to Cypress Lakes's case, the staff recommendation is scheduled to be 
submitted January 10,2007, and is scheduled to be heard by the Commissioners at the January 
23, 2007, Agenda Conference. Once the Commissioners vote on the staff recommendation, a 
PAA Order will be issued within 20 days. After the PAA Order is issued, any substantially 
affected person may protest the order within 21 days. Ifthere is no protest of the PAA Order, the 
Order becomes final. 

I hope the above information has been helpful. If you have any additional questions, or 
require further assistance, please call 
trov.rendell@psc.state.fl.us. 

cc: Commissioner Lisa Edgar, Chairman 

Division of Economic Regulation (Bulecza-Banks, Joyce, Edwards) 
Martin S. Friedman, Esq. (Cypress Lakes Utilities, Inc.) 

. 
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November 2 1,2006 

Mr. Robert Halleen 
2237 Big Cypress Blvd. 
Lakeland, FL 33810 

Re: Docket No. 060257-WS-Application for increase in water and wastewater rates in Polk 
County 

Dear Mr. Halleen: 

We have received your letter of November 14,2006, and discussed below are the items which 
we believe you desire a response. 

In your letter, you indicated that you would like a copy of my Power Point presentation shown 
at the customer meeting. I have enclosed a copy for your review. 

You also indicated that you would like a copy of  all customer complaints we have received to 
date. I have enclosed copies of all customer complaints we have received. Your letter indicated that 
there were customers who had filed complaints with the homeowners association. We would like to 
receive any copies you have on file for our review. 

You also indicated that you had received several inquiries concerning the justiscatiOn of 
interim rates for the utility. I have enclosed a section of our Standard Operating Procedure (SOP) No. 
2 10 1, which details the steps staff undertaka in developing its interim "mendat ion.  

Section E. 2. of this SOP states, that, 

'' [AI11 adjustments necessary to compute the test year achieved rate of return, in 
accordance with the regulatory philosophies applied in the last rate case, are required. 
The interim rate procedure is a prima facie analysis of the utility's application. This 
basically means that the application is taken on its face value with the assumption that 
the utility's reported rate base, operating income and cost of capital are supported by 
its books and records. The reported values are accept& except for the specific 
adjustments required, as detailed below." (emphasis added). 
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Section 4. states that, “[Ilnterim rates are calculated by applying the interim percentage rate 
increase to all existing rates. Rate structure changes are inappropriate for interim purposes.” 
(emphasis added). 

Staff does not conduct an extensive examination of the MFRS or other utility records in the 
preparation of the interim recommendation. A detailed review of the utility’s books and records by 
the field auditors and Tallahassee staff are conducted for the most part after the interim 
recommendation has been approved or modified by the Commission. 

It appears that the Commission approved higher interim rates than requested, but as I pointed 
out at the customer meeting, the utility did not properly calculate the appropriate requested interim 
water rates based upon its requested interim water revenue requirement. Staff did in fact make a 
number of adjustments to the utility’s request. These are noted on Schedule Nos. 1-C and 3-C, pages 
11 and 15, respectively, of Order No. PSC-06-0661-FOF-WS, issued August 7, 2006, 
Application for increase in water and wastewater rates in Polk County by Cwress Lakes Utilities, Inc. 
These adjustments were approved by the Commission without comment, and had the effect of 
lowering the requested interim rates, h m  what the rates would have been if the utility had initially 
filed the correct requested rates. 

The utility requested a rate structure change for its wastewater rates, as evidenced by a 
requested decrease in the Base Facility Charge, and a requested increase in the gallonage rates &om 
the rat& approved in its 2003 rate case. Consistent with past Commission practice, rate structure 
changes are not appropriate for interim purposes. Staff will consider the utility’s request for rate 
structure changes in its final recommendation. 

You also inhcated whether it would be possible to conduct a Power Point presentation or 
handouts for the Agenda Conference. It is your decision; however, I would suggest that it may be 
more efficient if you prepare handouts for the Agenda. In your handouts, you can include any 
information that you believe would be helpful to the Commission in determining final rates for 
Cypress Lakes. I would suggest that you bring at least 15 copies of your handouts for the 
Commissioners, sW, court reporter, and the Office of Public Counsel. 
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I hope I have dked the concerns expressed in your letter. zf you have any questions, 
please contact Jay Revell at (850) 413-6425, or me at (850) 413-6934. 

p ~ & c  utilities supervisor 

TRjr 

TR:jr 
Enclosures 
Division of Economic Regulation (Rendell, Edwards, Lingo, Revell) 
Office of the General Counsel (Fleming) 
Division of the Commission Clerk and Administrative Services 
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If you want to let the Public Service Commission know how you feet about this case, 
you may f l l  out this comment form and return it by mail, or send a fax to 1-800-5'i1-0809. 

Correspondence will be placed in the file of this docket. 

~ 
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You have received a new fax. This fax was received by NET SatisFAXtion. The fax is attached to the message. Open 
the attachment to view your fax. 

Received Fax Details 
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Notes Regarding Public Service Commission & Cypress Lakes Application for Rate 
Increase - October 7 9, 2006 Meeting 

Y* 

Questions & Comments: 

- \  

1. 

2. 

3.  

4. 

5 .  

Before 1 moved to Cypress Lakes I understand that water was pm of lot rent. I 
would like to know if the Cypress Lakes Utilities is owned by the same principles 
that also own Cypress Lakes. 1 have heard speculations that water / sewage rate 
increases are just another way to increase lot rents outside the statutory limits ? 
I am not satisfied with the quality of the water available. We moved from one 
house to another (on an adjacent street) and the water quality appears significantly 
impacted. The smell of hydrogen sulfide is strong and flushing does not seem to 
provide much relief. I understand we are using water fiom well #2. 
I would like to know if the Cypress Lakes Utilities rates are competitive with 
nearby and similar water company rates and if the Public Service Commission 
evaluates rate increases with other local utilities and if so how can we review 
these rate comparisons? 
Since the water /sewer service represents a monopoly, can the Commission advise 
what justifies a rate increase . . . Is it based only on profitability (and return on 
investment) or is there a measure of the efficiency of the utility and is 
mismanagement ever considered ? 
I am surprised by the numerous occasions of hydrant flushing that go on in the 
park. It iscgnmon for hydrants tP be.flushed for severaldayaat a time (24haurs - - _-_.__. . . 
a day). How can this be justified ? 

Milton R Palmer (Resident for 3 years in Cypress Lakes) 

9504 Maidencane Court 
Lakeland, FL 338 10 
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Application for a Rate Increase in Polk County by 

Cypress Lakes Utilities, Inc. 
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If you want to let the Public Service Commission know how you feel about this case, 
you may fiil out tnis comment form ana return it by mail, or send a Tax to 1-800-511-0809. 

Correspondence will be placed in the file of this docket. 
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Fold and tape -see back for address 
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Mr. Robert Halleen 
2237 Big Cypress Blvd 
Lakeland, FL 33810 

Re: Docket No. 060257-WS-Application for increase in water and wastewater rates in Polk 
County 

Dear Mr. Halleen: 

We have received your letters of October 23, November 1, and 8,2006, and discussed below 
are. the items which we believe you desire a response. 

In your letter of November 1, you indicated that you had not received the two-year water 
usage data for the utility. We have enclosed a copy for your review. 

You indicated that you needed additional information concerning the utility’s plant in service 
that was not in the filing but had been provided to the audit staff. Enclosed are sections 15-20 
of the audit work papers. These sections include all work papers provided to us by the field 
auditon to the Tallahassee M. 

You indicated that you had concerns over audit findings 12 and 13 concerning developer 
contributions to the utility. At this time, we have not l l l y  analyzed these findings. However, 
our decision on these two findings will be addressed in our “mendat ion to be filed on 
February 1,2007. 

You also expressed concem over an anomaly in the water flow for the Max Day. The utility 
has stated that its ‘Maxi” Day” reading of 492,ooO gallons on October, 5,2005, was, as 
you stated, an anomaly. A problem occurred with a component of the disinfection system. 
The utility indicated that corrections have been made and extensive water main f lushg was 
performed, in order to reestablish an adequate chlorine residual throughout the system. 

In your letter of November 8, you indicated that the flushing stopped for the day of the 
customer meeting and began again the next day, and you asked who was paying for the 
flushed water. As we indicated at the customer meeting, the customers are not paying for the 
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water. All costs associated with flushing are the responsibility of the utility and will not be included in 
the calculation of the proposed rates. 

I hope I have addressed the concerns expressed in your lettp. If you have any questions, 
please contact Jay Revell at (850) 413-6425, or Troy Rendell at (850) 413-6934. 

ulecza-Banks, Bureau Chief 
Finance & Tax 

CBB:jr 
Enclosures 
Division of Economic Regulation (Rendell, Edwards, Lingo, Revell) 
Office of the General Counsel (Fleming) 
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CLERK 

Address d9aa Y/&E mA/L f&7- h..) 

. FL*  3,338f8 

If you want to let the Public Service Commission know how you feel about this case, 
you may fill out this comment form and return it by mail, or send a fax to 1-800-511-0809. 

Correspondence will be placed in the file of this docket. 

I C O N S U M E R  C O M M E N T S  

QTH - Fold and tape -- see back for address 
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If you want to let the Public Service Commission know how you feel about this case, 
you may fiil out this comment form and return it by mail, or send a Tsx to 1-800-511-0809. 

Correspondence will be placed in the file of this docket. 
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0 Richard & Aimee Rodak 
2304 Mulligan Drive 
Lakeland, FL 33810 

Florida Public Service Commission 

Division of the Commission Clerk and Administrative Services 

2540 Shumard Oak Boulevard 

Tallahassee, Florida 32399-0850 
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If you want to let the Public Service Commission know how you feel about this case, 

LOU m a j  fill cut this comment form and return if by mail, or send 8 far: to ?-900-5?1-0809. 
Correspondence will be placed in the file of this docket. 
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If you want to let the Public Service Commission know how you feel about this case, 
you may fili out this comment form and return it by mail, irr send a fax to q-60G-Si 1-3663. 

Correspondence will be placed in the file of this docket. 
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