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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Application of ST. GEORGE ) DOCKET NO. 871177-WU
ISLAND UTILITY COMPANY, LTD. for )
increased rates and service ) ORDER NO. 23649
availability charges for water )

)

)

service in Franklin County ISSUED: 10-22-90

The following Commissioners participated in the disposition of
this matter:

THOMAS M. BEARD
BETTY EASLEY
GERALD L. GUNTER
FRANK S. MESSERSMITH

ORDER APPROVING STIPULATION IN SETTLEMENT

BY THE COMMISSION:
BACKGROUND

By Order No. 21122, issued April 24, 1989, this Commission
established increased rates and charges for St. George Island
Utility Company, Ltd. (St. George). Also by Order No. 21122, we
found that the quality of service provided by St. George was
unsatisfactory, imposed a moratorium against any further
connections, and required St. George to make a number of physical
and recordkeeping improvements within certain time periods.
Finally, by Order No. 21122, we informed St. George that, if it did
not make the required improvements within the allotted time, we
would order it to show cause why it should not be fined.

Late in 1989, St. George entered into a consent order with the
Department of Environmental Regulation (DER). Under the terms of
the consent order, St. George was to have completed a 150,000
gallon elevated storage tank no later than April 30, 1990. Also
under the terms of the consent order, St. George was to apply for
a construction permit for a new well no later than December 1,
1989. Finally, the consent order allowed St. George to connect up
to 200 new egquivalent residential connections prior to its
completion of the elevated storage tank and new well. By Order No.
22321, issued December 19, 1989, we essentially adopted and
ratified the terms of the consent order.
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It soon became apparent that St. George had not or would not
meet the time schedule established for all of the physical
improvements under Order No. 21122, even as modified by Order No.
22321, In addition, an audit performed in February of 1990
revealed that St. George had not made the recordkeeping
improvements required under Order No. 21122. Accordingly, by Order
No. 23038, issued June 6, 1990, we ordered St. George to show cause
why it should not be fined up to $5,000 per day for each violation
of Order No. 21122.

Also around this time, we received a number of letters and
telephone calls which indicated that St. George was engaged in
certain inconsistent and questionable practices regarding its
acceptance of customers, collections of contributions-in-aid-of-
construction (CIAC), and customer billing. Accordingly, by Order
No. 23038, we also ordered St. George to show cause why it should
not be fined up to $5,000 per day for each of these practices.

Oon June 26, 1990, St. George filed a timely response to Order
No. 23038. In its response, St. George denied that it knowingly
refused to comply with, or willfully violated any Commission
statute, rule or order. St. George further demanded that these
matters be set for hearing.

By Order No. 23258, issued July 27, 1990, we set this matter
for hearing on an expedited basis. In addition, since we had just
learned that St. George did not have title to the elevated storage
tank or tank site, by Order No. 23258, we also required St. George
to obtain such title. Further, we had just become privy to a
notice sent by St. George to certain persons who had paid for
service availability at the previously approved level of $500 ("the
prepaid customers"), which notice appeared to demand additional
amounts for service availability, and to condition the initiation
or continuation of service upon St. George's receipt of such
additional amounts. Therefore, by Order No. 23258, we also
required St. George to cease any attempts to collect additional
monies for service availability or to interrupt or deny requests
for service from any of the prepaid customers, up to the 200
connection moratorium level, and to notify the prepaid customers
that they should disregard its previous notice until the matter is
resolved at hearing. Finally, we ordered S5t. George to stop
preparing any further notices "in accordance with our orders",
unless specifically directed to do so by this Commission.
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PROPOSED STIPULATION IN SETTLEMENT

In August of 1990, St. George contacted the Staff of this
Commission (Staff) to determine whether there was any possibility
of settling this case. Oon August 22, 1990, St. George submitted
a draft Proposed Stipulation in Settlement. After some discussion
back and forth, St. George filed a final Proposed Stipulation in
Settlement on September 13, 1990, The Proposed Stipulation in
Settlement is appended to this Order as Attachment 1. A summary of
each show cause issue, along with St. George's position thereon,
follows.

| aauiiee s TS tEy 3 2 !

Pursuant to Order No. 21122, St. George was to have placed
$1,520 of each service availability charge collected into a
Commission-approved escrow account. In February of this year, we
performed an audit of St. George's books and records. According to
that audit, a number of connections were "purchased" for the
previously authorized charge of $500 and resold, by third parties,
with the help of St. George, for the currently authorized charge of
$2,020. These transactions were not proper. Under our rules, St.
George should have refunded $500 to the original purchasers,
collected $2,020 from each of the subsequent purchasers, and placed
$1,520 per connection into escrow.

In its proposed stipulation in settlement, St. George agrees
that, at least with regard to the third-party-brokered connections,
its service availability escrow accounts were not adequately
funded. However, St. George assures us that it has taken action to
correct this problem, and that the escrow accounts are now properly
funded with the exception of one customer account. St. George
further assures us that this amount will be placed into escrow as
soon as it is collected. A follow-up audit of St. George's books
and records, performed in July, confirms that the service
availability escrow accounts are now properly funded, with the
exception of the one account mentioned above.

2. Elevated Storage Tank

Pursuant to Orders Nos. 21122 and 22321, St. George was to
have completed a 150,000 gallon elevated storage tank no later than
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April 30, 1990. According to Order No. 23038, as of March 31,
1990, St. George had not even begun constructing the tank.

In its proposed stipulation in settlement, St. George agrees
that it did not complete the elevated storage tank on a timely
basis. It now states that the tank will be completed by September
30, 1990, and that the contractor has committed to this date. St.
George argues, however, that it will take an additional sixty days
for testing and certification before the tank can be placed in
service. It will, therefore, commit to placing the tank in service
no later than November 30, 1990, absent any acts of God or other
factors beyond its control.

3. Third Well
By Order No. 21122, we required St. George to submit firm
plans for a third well to DER and this Commission by July 24, 1989.

St. George did not submit such plans to this Commission until
September 17, 1990.

In its proposed stipulation in settlement, St. George agrees
that it did not file the plans on a timely basis. St. George
states that it was its intent to file an application for a DER
construction, including firm engineering plans, with DER and this
commission upon its receipt of a consumptive use permit from the
Northwest Florida Water Management District (NFWMD). &5t. George
did not file for a consumptive use permit until November 30, 1989.
A consumptive use permit was issued by NFWMD on May 24, 1990, and
that document, along with a copy of St. George's DER permit
application, have now been filed with this Commission. We note
that St. George has actually gone beyond what we required by Order
Nos. 21122 and 22321: it has entered intc agreements for the
purchase of the well site and for the construction of a ground
storage tank.

4. Aerator

According to Order No. 21122, St. George was also to have
submitted plans to repair or replace its aerator to both DER and
this Commission no later than July 23, 1989. St. George never did
submit plans in accordance with that Order. Further, although it
did install three additional trays for the aerator prior to

s |
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September of 1989, the aerator structure remained inadequately
screened long after that time.

In its proposed stipulation in settlement, St. George admits
that it did not comply with the requirements of Order No. 21122.
However, St. George argues that it has doubled the size of the
aerator and that it has fully rescreened the aerator enclosure. In
addition, St. George states that, if hydrogen sulfide test results
are not satisfactory to DER, it will commit to increase its
aeration capacity by November 30, 1990.

5. Cross-connection Control Program

St. George was also to have prepared and submitted a workable
cross-connection control program with DER and this Commission no
later than July 23, 1989. St. George did submit a cross-connection
control program to DER in May 1989, which plan has been
implemented. However, St. George admits, in its proposed
stipulation in settlement, that it did not submit a copy of the
plan with this Commission until May 14, 1990.

) bants ) F ir p

We also ordered St. George to submit a proposal to establish
and implement a leak detection control program to DER and this
Commission no later than July 23, 1989. Although it did file a
proposed leak detection and control program with DER and this
Commission on May 14, 1990, in its proposed stipulation in
settlement, St. George admits that it did not comply with the time
frame established under Order No. 21122.

7. Violation of Moratorium

By Order No. 21122, we ordered St. George to cease making any
further connections to its system, unless the customer had a
building permit from Franklin County on or before April 24, 1989.
As noted above, we performed an audit of St. George's books and
records in February of this year, which indicated that St. George
had violated the moratorium by a substantial number of connections.
Our follow-up audit, however, indicated that St. George actually
only violated the moratorium by one connection. According to our
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most recent audit, St. George accepted payment for this connection
on November 27, 1989, which was prior to the issuance of Order No.
22321, by which we adopted DER's consent order and allowed 200
connections to the system. In its proposed stipulation in
settlement, St. George admits that it may have violated the
moratorium by one connection, but states that this connection was
accepted while its offices were being transferred from St. George
Island to Tallahassee, and that the file relating to this
transaction was misplaced.

llect] ¢ . st Tabi ity raciyity: o

According to the audit performed in February of 1990, it
appeared that St. George accepted a substantial number of customers
(the "prepaid customers") for the previously approved service
availability charge of $500, subsequent to our oral decision to
increase such charges, but prior to the effective date of its
revised tariff pages. We also noted in this regard that the
revised tariff pages were not filed until approximately eight weeks
after our decision had been reduced to writing. Since it appeared
that most of the "prepaid customers" were not actually connected to
the system, we were concerned that they were signed up solely for
the purpose of avoiding the increased charges or the moratorium.
We questioned whether these "prepaid customers" should in fact be
considered customers or whether their payments should be considered
as a credit toward the currently approved charges of $2,020.

In addition to the above, our audit revealed that St. George
was collecting its base facility charge from some of the "prepaid
customers” but not others. We also began to receive a number of
complaints about such inconsistent billing practices. The
information available to us at that time appeared to indicate that
St. George was using the charge as an unapproved guaranteed revenue
charge, in violation of its approved tariff.

In its proposed stipulation in settlement, St. George argues
that it did not violate Order No. 21122 by its acceptance of the
"prepaid customers". St. George argues that it was bound by law to
charge the rate in effect at the time that the "prepaid customers"
signed up for service.

St. George also argues that it did not violate its tariff by
collecting the base facility charge from the "prepaid customers".
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Upon review, we note that St. George's tariff is vague with regard
to when the base facility charge can be charged. This may have
contributed to the different interpretations by St. George and
sStaff.

In its proposed stipulation in settlement, St. George proposes
to adopt and implement the following policies in order to settle
these matters:

Any person who paid a service availability charge of $500
will be sent a notice requesting that they make an
election, either reaffirming that they wish to be
considered a current customer of the utility or that they
do not wish to be a current customer of the utility.

Those persons who elect to be current customers, and so
indicate by executing and returning a water service
agreement to the utility, will be considered to have paid
the correct service availability charge, regardless of
whether or not they have actually connected to the
system. These customers will be required to pay the
monthly base facility charge, effective May 1, 1989.
[This is not an industry-wide policy, but is specific to
St. George only.]

The utility will review its billing and collection
records for the period from May 1, 1989 to the current
date for each of the customers making this election and
determine the amount of additional base facility charges,
if any, which may be due the utility. These prior
charges will be billed at the rate of one base facility
charge per month until such time as all amounts due have
been billed. These customers will also be billed for
current base facility charges and water usage, if any.

Any person making this election, who has not connected to
the system, and who allows more than 6 months of base
facility charges to accrue without paying such charges
will be deemed by the Utility to have revoked his
election to be considered a current customer. Any
payments which that person has made to the Utility for
either service availability fees or base facility charges
will be held for his account and will be applied against
the then current service availability fees under the
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Utility's tariff when this individual makes application
to the Utility for service.

Those persons who do not return an executed water service
agreement within 60 days will be sent a second request by
certified mail. If within 30 days from that date there
is no response or if a person notifies the Utility that
they do not wish to become a customer, they will not be
billed the monthly base facility charge. The Utility
will review its billing and collection records to
determine the base facility charges actually paid by
these persons and these charges will be added to the
service availability fees paid by these persons which
will be held by the utility for their respective
accounts. When application is made by these persons, the
amounts so held will be applied against the then current
service availability fee under the Utility's tariff.

No special status will be accorded the persons electing
not to be current customers with respect to any future
priority to obtain water service. Accordingly, these
persons would not be included in any count of customers
in determining available capacity of the utility.

Prospectively, the utility will implement a new policy
under which it will not accept prepaid connection fees.
Under this policy a person may become a customer when he
executes a water service agreement, provides the utility
with evidence, such as a building permit, that a
structure is or will be present at the service location,
and pays the current service availability charge. All
such customers will then be billed monthly for the base
facility charge and water usage, if any. Developer
agreements under which the utility agrees to provide
future service to a development or sub-division will be
excluded from this policy. [St. George has agreed orally
that "structure" shall be taken to mean any device
capable of delivering water, such as a faucet on the
property. We believe that this clarification is
necessary in order that nobody is prohibited from
receiving service if they wish water supplied to their
property.]

The utility will provide the staff of the Commission a
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draft of its letter of notification for their information
and comment prior to mailing any such notices to
customers.

9. Improper CIAC Records

In our February, 1990 audit, we found that St. George did not
account for CIAC collections in accordance with Rule 25-30.115,
Florida Administrative Code. In its proposed stipulation in
settlement, St. George admits that it has maintained poor CIAC
records, however, it states that it has brought its records into
compliance at this time. This statement is borne out by our July,
1990 audit.

10. Improper Plant Records

In addition to CIAC records, our February audit revealed that
St. George did not keep its plant records in accordance with Rule
25-30.115, Florida Administrative Code. As with the above, St.
George agrees that it kept poor records, but maintains that this
problem has now been resolved. This statement is also borne out by
our most recent audit.

11. Improper Customer Billing Records

Our February audit also revealed that St. George did not keep
its customer billing records in accordance with Rule 25-30.,115,
Florida Administrative Code. In its proposed stipulation in
settlement, St. George admits that it has kept poor customer
billing records, but argues that it has now conformed to our
requirements. Although our July audit did find five customers who
had paid for service availability but were not on the billing
records, the audit report indicates that these errors have been
corrected.

12. Initiation of Service Without Proper Agreements
Our February audit also found that a number of customer files

did not contain executed water service agreements, in violation of
St. George's approved tariff. In its proposed stipulation in
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settlement, St. George contends that it has undertaken to obtain
such agreements from those customers. St. George also argues that
it has changed its procedures to ensure that a water service
agreement is executed for all new customers in the future. We note
that our July audit revealed no further problems in this regard.

13. Third Escrow Account

We added this issue by Order No. 23258 due to certain
guestions regarding the source, nature, and purpose of the funds in
St. George's third service availability escrow account. During our
most recent audit, St. George has provided us with information
regarding the source, nature, and purpose of all of its escrow
accounts. We have prepared a reconciliation and are satisfied that
this matter is no longer at issue.

SETTLEMENT PROPOSAL

As detailed above, St. George admits, for the purpose of this
settlement proposal, that it has not complied with the statutes,
rules, and orders of this Commission. Accordingly, in order to
avoid a lengthy and costly hearing, St. George proposes the
following:

n The Utility will adopt and implement the policies
set forth in paragraph 8 [of its Proposed
Stipulation in Settlement, also numbered paragraph
8] above with respect to charges for water
availability and base facilities charges;

2. The Utility will continue to maintain its records
in accordance with the NARUC Uniform System of
Accounts.

3. The Utility will continue to abide by the rules,
regulations and orders of the Commission.

4. The Utility will be fined $50,000 for failure to
timely complete and place into service the elevated
storage tank and for all other violations referred
to above. The Utility agrees to pay $5,000 of this
fine within 60 days after acceptance by the

o
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Commission of this stipulation in settlement. The
balance of the fine will be suspended if the
elevated storage tank is completed and placed in
service by December 1, 1990; provided, that this
deadline will be extended if the failure to
complete the tank is due to Acts of God, failure to
secure timely governmental approvals through no
fault of the Utility, or other factors beyond
reasonable control of the Utility. The balance of
the fine, if payable, will be due within 60 days of
December 1, 1990. When the elevated storage tank
is placed in service, the escrow requirements of
Order No. 21122 shall be terminated.

Upon review, we believe that the Proposed Stipulation in
Settlement is a reasonable resolution of Orders Nos. 23038 and
23258. Generally, the purpose of a show cause proceeding is to
gain compliance with the statutes, rules and orders of this
Commission. We believe that the show cause proceeding initiated
against St. George has served that very purpose. St. George is now
or will be by a date certain in compliance with the requirements of
Order No. 21122. Accordingly, we hereby approve the Proposed
Stipulation in Settlement attached hereto in settlement of the show
cause issues raised in Orders Nos. 23038 and 23258.

Based upon the discussion above, it is

ORDERED by the Florida Public Service Commission that the
Proposed Stipulation in Settlement filed on September 13, 1990,
which is appended to this Order as Attachment 1 and which is, by
reference, incorporated herein, is hereby approved. It is further

ORDERED that St. George Island Utility Company, Ltd. shall
complete and have in service by December 1, 1990, the elevated
storage tank required under Orders Nos. 21122 and 22321. It is
further

ORDERED that St. George Island Utility Company, Ltd. is hereby
fined $50,000 for its various violations of Order No. 21122,
$45,000 of which will be suspended if the elevated storage tanxk is
completed and placed in service on or before December 1, 1990. It
is further
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ORDERED that St. George Island Utility Company, Ltd. shall
remit the remaining $5,000 of the penalty to this Commission within
sixty (60) days of the date of this Order. It is further

ORDERED that St. George Island Utility Company, Ltd. shall
continue to maintain its books and records in accordance with the
requirements of Rule 25-30.115, Florida Administrative Code. It is

further

ORDERED that St. George Island Utility Company, Ltd. shall
adopt and implement the policies and procedures outlined in
numbered paragraph 8 of its Proposed Stipulation in Settlement.
Any notices shall be approved by Staff prior to their distribution.

By ORDER of the Florida Public Service Commission, this _22pd
day of QCTORBRER ’ 1990 .

STEVE TRIBBLE, Director
Division of Records and Reporting

(B EXL)

RJP
by;__kgéi?ggfétglzzi__.
Chief, Bureau of Records

NOTICE OF FURTHER PROCEEDINGS OR JUDICIAL REVIEW

The Florida Public Service Commission is required by Section
120.59(4), Florida  Statutes, to notify parties of any
administrative hearing or judicial review of Commission orders that
is available under Sections 120.57 or 120.68, Florida Statutes, as
well as the procedures and time limits that apply. This notice
should not be construed to mean all requests for an administrative
hearing or judicial review will be granted or result in the relief
sought,

[
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Any party adversely affected by the Commission's final action
in this matter may request: 1) reconsideration of the decision by
filing a motion for reconsideration with the Director, Division of
Records and Reporting within fifteen (15) days of the issuance of
this order in the form prescribed by Rule 25-22.060, Florida
Administrative Code; or 2) judicial review by the Florida Supreme
Court in the case of an electric, gas or telephone utility or the
First District Court of Appeal in the case of a water or sewer
utility by filing a notice of appeal with the Director, Division of
Records and Reporting and filing a copy of the notice of appeal and
the filing fee with the appropriate court. This filing must be
completed within thirty (30) days after the issuance of this order,
pursuant to Rule 9.110, Florida Rules of Appellate Procedure. The
notice of appeal must be in the form specified in Rule 9.900 (a),
Florida Rules of Appellate Procedure.
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&T. GEORGE I1SLAXD UTILITY COMPANY, LTD.
PROPOSED STIPULATION !N SETTLEMENT
ORDER TO SEuW CAUS

ORDER ¥O. 23028
ORDER NO. 23258

Submitted September 13, 1900

Oa June 6, 1060, the Florida Public Service Commiceion issued
Order No. %038 in which St. Georze Island Utility Company,
Ltd. was ordered to show cause wny it should not be iined £5,000
per day for failure to comply with certaln previcusly issued
Orders of the Commission. The utility timely 1iled its recponse
to Order No. 22033 and requested that the entire matter be cot
for public hearing. On July 27, 1990, the Commission iseued
Order No. 23258 which set the matters in Order Jo. 230328 {for
hearing and added ceveral additional issues %0 be addreceea at
the hearing.

'n an efiort =c avoid the time and eipense required by a public
nearing, the utility submits this proposed stipulation in
cettlement of all issucs now pending under OUrder No. 23028 and
Orcer No. 23258, In eubmitting thii proposed stipulaticn tac
utility wiches to draw the Commission's attentilicn Lo too tact
that the purpose of the show cause¢ order Wat to bring about
compliance by the utility with all orderc. sStatutes, arnd ruies
of tha Commission. The following paragrapns are responcive <o
each of tne ordered matterc, stating the utility's pocition wWitd
respect to the alledged fatlure to comply and tiae current Status
ol the matter.

vith respect to Orcder No. 23038 the lssues are:

1. Failure to rroperly fund the service availavility cescrow

account in violation of Order No. 21122,

The utility agrees that, based on its current underctanding of
Public Service Commission Aules with respech 10 sales of
connections by third parties, (for whica appropriate corrective
action hae now been taken, sec¢ below), the cervice availabilivry
eccrow account had not been properly funded. The utility has
thoroughly reviewed its records of new CUSIORCrs accepted by the
utility since April 4, 1989 and made appropriate corrections not
only to its service availability escrow accounti, but to itlo
C!AC account as well.

The utility was audited by the Public Service Commicslon audit
staff for the period January 1, 1990 to July 25, 1990 and the
audit concluded that the escrow accounts were properly funded.
The utility has further reviewed its service avalilability escrow
accounts with the ctatf of the Commission. Vith the exception
of account 068, 27 Plantation Beach, for which the utility
agrees to fund the service availability escrow wTﬁtuggecq;E.,-,”
) N - P
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collected from the cuctomer, both the utility and the stail are
in agreement that the service availability cscrow accouats have
been properly funded.

2. Failure to construct the elevated storage tank in & timely
tashion.

The utility agrees that the elevated storage tank has not been
completed on a timely bacsic. The tank hac been under
construction since April, 1990 and the contractor ouriginally
committed to its completion by Septemper o, 1990,
Notwithstanding that commitment, it does not appear that
construction will be completed by that time. A more realistic
date now appears to be September 20, 1990, and the contractor
has committed to that revised date. Ve will require an
additional %0 days for acceptance testing and certificaticn of
the tank before it can be placed in service. Ve will theretore
commit to placing the tank in service not later than November
30, 199%0.

3. Failure to submit plans for a new well.

The utility filed application for a consumptive use permit tor a
third well eite wits the Northwest Florida Vater Managoment
Distric: on Novemper 30, 1939. The utility agrees that it did
not file plans for a third well site with the commizsion by
Novemver 30, 1990 as directed oy Crder N¥o. 2Z238. It wau the
utility's intention to file a permit application, inciuding
enginecring plans and otoer engineering documentation with the
Department of Envircnmental Regulation upon receipt of the
consunptive uce permit from the Northwect Florida Vater
Manazement District. The consumprive uce permit was issucd on
May 24, 1990, and the well permit application was filed with DER
on August 10, 1990. Copies o! both documentc bave been filed
with the Commizsion.

in addition, the utility hac entercd into an agreement i1or tie
purchase of the well site, the construction ol the well and the
installation of a ground storage tank, high service pump and
interconnection of all wells to the ground storage tank, The
utility believes that it has gone well beyond any requirement of
this order and any failure to comply with the Order was the
result of the unintentional misinterpretation by the utility of
the Commission's wishes.

4. Failure to repair or replace aerator

The utility has doubled the size of the aerator and fully
rebuilt the screcned aerator enclosure. The utility agrees,
however, that all repairs required by the Commission were not
conpleted within the timeirame established by the Commission.

To the best knowledge of the utility, no teste have ever been
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conducted on untreated and treated water to ascertain the extent
to which hyreogen suliide (s removed by acration and if the
hydrogen sulfide level in treated water i{s acceptable. The
utility has undertaken to have such tests performed. [f the
test results are not satisfactory to the Department of
Environmental Regulation, the utility will commit to increasing
itc aeration capacity to the point where the hydrogen sulfide
level in trecated water ic acceptable. The utility will commit
t?ggonplete such increased treatment capacity by November 30,
19%0.

5. Failure to submit a proposal to establisch and implement a
workable cross-connection control program.

The utility prepared and submitted to the Department of
Environmental Regulation in May 1989, a cross-connection control
program. The utility agrees that a copy of this program was not
filed with the Public Service Commicsion unti]l May 14, 1960. On
that date the crocs-connection conirol program, together with a
SyYEtlém Crose-connection audit and copies of letters sent to all
customers of the utility found to be a potential hazard, was
filed with the FEC. The plan has been implemented.

6, Failure 10 submit a proposal to establiich and iaplement a
workable leak detection control program.

The utility admits that it did not comply with the requirement
to establish and izplement a leak cetection control program
within 90 days of the issuvance of Order 21122. Oa May 14, 1490,
the utility did file with both DER and the PEC a water audit
and leak detection program. In addition, the utility has
availed itself of the services and equipment or the Florida
Rural Vater Association in implementing its leak detecticn
program.

7. Disregard of moratorium.

After extencive reviews o! the utility's records by the
accounting staff of the utility, the staff of the PSC and
auditors of the PSC, it appears that one connection may have
violated the moratorium. This is for Ball Engineering,

account 1030 at service location Lot 1, Tract 24E. Payment for
this location was received on November 27, 1089. This was atter
the utility bad entered into the consent order with DER which
modified its moratorium by allowing up to 200 additional
connections, but prior to the issuance o! Order’ No. 22321
issued by the Commission on Decemver 1989, which adopted and
approved the DER consent order.

This customer wac accepted by the utility's general manager at a
time when the administrative offices and accounting records were
being transferred from ST. George Island to Tallahassee and the
file relating to this transaction was misplaced. [t was not
discovered until three or four months later when the utility was
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updating and reconciling its CIAC records.

8. Violation of intent o! Order No. 21122 by collecting the
previocusly approved service availability charge of 2500,
rather than the currently approved fee or 22020,

The utility did not violate Order No. 21122. Upon advice of
counsel it charged new customaers the 3500 service avallability
fee until the new rates were olfective, after which all new
CUEEDIerﬂ were charged the new service availability charge of
32020.

The controversy surrounding thit issue ralses several very
important issues of policy relating not only to the amount of
service availability fce a customer should pay but also when,
under the utility's tariff, a customer should be obligated to
pay a monthly base facility charge.

In order to address and settle these issues, the utility
proposes the tollowing.

Any person who paid a service availability charge of $500 will
be sent a notice requesting that they make an e¢lection, either
reatfirming that they wich to be considered a current customer
of the utility or that taey do not wigh tc bLe a current cuctomer
of the utility.

Thoee percont Wwho elect to be current customers. and so indicate
oy cxecuting and returning a water service agreement 10 the
utility, will be coneidered to nave paid the ceorrect cervice
avallapility charge, regardlecse o1 whether or Lot they have

actually connected to the system. Lece customers will be
required to pay the monthly bace facilities charge, cffective
May 1, 1989.

The utility will review {t5 billing and collection records for
the period from May 1, 1989 to the current adate for each of the
customers making this election and determine the amount of
additional base facility charges, if any, which may bce due the
utility. These prior charges will be billec at the rate o: one
base facility charge per month until such time as all amoun:is
due have been billed. These customers will also be billed for
current base facility charges and water usaze, 1f any.

Any percon making this election, who has not connected to the
eystem, and who allows more than © months of base facilitles
charges to accrue without paying such charges will be deemed by
the utility to have revoked his election to be considered a
current customer. Any paymente which that percon has made to
the utility for either service availlability fees or base
facility charges will be held for hic account and will be
applied against the then current cervice availability lees under
the utility's tariff when this individual makes application to
the utility for service.

Those persons who do not return an executed water service
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agreement within 90 days will be sent a egccond request by
certified mail. [f within 30 days Iirom that date there is no
response or i1 a person notifies the utility that that they do
not wish to become a customer they will not be billed the
monthly base facilities charge. Tbhe utility will review its
billing and collection records to determine the base facilities
charges actually paid by these persons and these charges will bLe
added to the cervice availability fees paid by these persons
which will be held by the utility for their respective accounts.
Vhen application is made by these persone, the amounts so held
will be applied against the then currect cervice availability
fee under the utility's tariif.

No special status would be accorded the persons electing not to
be current customers with respect to any future priority to
obtain water service. Accordingly, these percons would not be
included in any count of! customerc in determining available
capacity of the utility,

Prospectively, the utility will implement a new policy under
which it will not accept prepaid connection lees. Under thic
policy a percon may become & customer when he exXecutes a watoer
gervice agreement, provides the utility with evidence, suck as a
building permit, that a structure ie or will be present at the
service location, and pays the current cervice available charge.
All sucih custozers will then be billed monikly for the base
tacility charze and water usaze, i1 any. Developer agreements
under whick the utility agrees to provide future service to a
developnent or sub-division will be excluded from thic policy.

The utility will provicde the staff of the Commicsion a dratt of
ity letter of notification for their information and comment
prior to mailing any such notices to customers.

9. Failure to keep CIAC records in accordance with the NARUC
Uniform System of Accounts

ke utility has maintaincd CIAC recorde, which by the utility's
admission were poorly organized and Jifficult to use. This
issue was first raieed by the Commizcion auditor in February,
1990 and since that time, the utility has revised ({ts record
keeping proceedures in a number of areas including the
mainteénance ot CIAC records In 1ts most recent audit, the
Commission auditor found this i{csue to have been resolved.

10. Failure to keep proper plant rccords as required by the
NARUC Uniform System of Accounts

This is another recordkeeping area which was commented upon in
the audit of February, 1990, The utility has revised ite record
keeping procedures with respect to plant accounts and the matter
was found to have beeén resolved in the moot recent audit.

11. Failure to maintain customer billing records in accordance
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with the NARUC Uniform System oI Accounts

All matters raised by the February, 1990 Commission audit have
been corrected and the most recent audit found no recurrance
of matters raised with respect to the proper maintenance of
custeoner billing records.

12. lnappropriately charging ite base facility charge as a
guaranteed revenue charge

The utility believed, on advice o! counsel, that billing the
base facility charge to customere who had paid the service
availability fee but who had not connected to the system was
appropriate and proper under its taritf. The practice
became an issue whon several customers complained to the
Commission staif about being billed the base facility charge
when they did not have a meter. As a consequence 0! these
complaints, and the tailure to give uniform responses, sone
customers continued to be billed while others were not.

The proposal set forth in response to item 3 above will provide
for the establishment of billing policy with respect to base
tfacility charges and for bringing billings of the past into
conformity with this policy.

12. Retund all base facility charges collecied as guarantieed
raevenues.

This issue has been addressed in numbers 8 and 12 above.

14. Failure to properly use water service agreements 0
initiate water service in the manner required by its tariit

In the audit conducted by the Commission in February, 1990, it
was found that a number of customer iiles were incomplete in
that they did not contain executed water service agroeements.

The utility has undertaken to obtain suchk agreemcntis from
customers where they are not present its files. The utility has
also changed its proceedures to ensure that all persons wishing
service execute a water service agreement betore such service is
{nitiated. The mout recent audit by the Commission found that
the files of customers opening accounts since the previous audit
were complete.

Vvith respect to Order Ko. 23258 the issues are:

1. The source, nature and purpose of the funds on deposit in
the third escrow account

The utility has provided the Commicsion auditor and stat{ with
full details of the source, nature and purpose of all of its
escrow accounts. The balances of each account have been
reconciled to the balances required to be in the escrow accounts
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under Order No. 21122. The Commicsion stall and the utility
are in agreement that the reconcilistion i correct.

2. Stop any further attempts to collect any additional monies
for service availabpility from percons who have prupaid cuch
charges

The utility has ceased any eiforts to collect such fundc and
will abide by the rulinz of the Coammissiun in resolution
of this matter.

(&

Prepare a notice to inform thoce who have prepaid CIAC
at the previously approved 3500 rate to ignore the previous
notice

The required notice was mailed to customers on August 22, 1990
after 1ts contents had been approved by the Commiesion starl.

4. Cease and deslist irom preparing any turther notices "in
accordance with our orders"

The utility hae modified ito forz letter that it had deen uoing
L0 reQuest Customeri wuo had oot execuled water service
agreements to execute and return suclh agreementu, by removing

the language in question. The utility will refralin 2rom ucling
such languaze in the future unless direcied to do SO Oy the
Commizsion.

5. Skall not interrupt service Lo or dony requests for cervice
from any perscnc who hac prepaid thelr service availlaoility
charge at the previously approved rate ot $500

fending resolution o1 the lucues which are the cubject o1 Uraerc
23038 and 23253 as they relate 1o wervice availavility cnarzeu,
the utility agrees to provide cervice to all such prepaid
customers providing there 1o a structurc Oor tle Cusiomer Las a
butlding permit for a structurc. A ctructure includes any
improvemént with an actual provision for recciving water service
such as a stand alone water taucet. The utility does not wish
to place meters at vacant lots with no provielon for water
service,.

6. Excercise the option un the elevated storage tank and tank
eite 5

The utility has filed the option exercise document with the
Commicsion.

The utility believes that, with the exception of the elevated
storage tank, and subject to the adoption by the Commission of
its proposals with respect to service availability charges and
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base facility charges, it 18 now in compliance with all
Commission Orders, rules and regulations and statutes. The
utility agrees that it misinterpreted or misunderstood one or
more orders and that it did not achieve timely compliance on
several of the ordered matters. The utility also agrees that

poor record keeping practices in the past resulted in errors in its
records.

To avold the costly and time consuming process of a public

hearing to decide these matters and because the utility believes
that the true purpose of the_show cause orders has been served

by bringing about compliance with the Commission statutes, rulee and
orders, the utility will agree to the following stipulation in

full and complete settlement of all issues raised by Orders
23038 and 23258.

. 1. The utility will adopt and implement the policies set forth
availability and base facilities charges.

o

The utility will continue to maintain its records in
accordance with the NARUC Uniform System of Accounts.

3. The utility will continue to abide by the rules, regulations
and orders of the Commission.

4. The utility will be fined $50,000 for failure to timely
complete and place in service the elevated storage tank and
for all other violations referred to above. The utility
the utility agrees to pay $5,000 of this fine within 60 days after
acceptance by the Commission of this stipulation in
settlement. The balance of the fine will be suspended if
the elevated storage tank is completed and placed in service
by December 1, 1990; provided, however, that this deadline
will be extended if the failure to complete the tank {s due
to Acts of God, failure to secure timely governmental
approvals through no fault of the utility, or other factors
beyond the reasonable control of the utility, The balance
of the fine, if payable, will be due within 60 days of
December 1, 1990. Vhen the elevated storage tank is placed
in service, the escrow requirement of Order No. 21122 shall
be terminated.

This settlement is a proposal only. 1f it {s not accepted in
full by the Commission, the utility will not be bound by any of
the terms hereof, and no part of this document will be offered
as evidence or otherwise used as an admission against the
utility in any subsequent hearing in this matter.

Respectfully submitted,

St. G Isl Utility Company, Ltd. by:
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