
• • 
FLORIDA PUBLIC SERVICE COMMISSION 

capital Circle Office Center • 2540 Shumard Oak Boulevard 
Tallahassee, Flor ida 32399- 0850 

TO: 

FROM: 

RB: 

AGENDA: 

H E H ORANPVM 
RECElVED 

APRIL 30, 1998 FPS~-R ~~:penu1o 
DIRECTOR, DIVISION OF RECORDS J\ND REPORMNG (81\YO) M- It 
~~~ &~;~ WASTEWATER (D~RRY, GALLO~~ (?., 
DIVISION OF L GAL SERVICBS (OTT I NOT~~ {:J( 

DOCKBT NO. 971182 - SU - APPLICATION POR A STAFF- ASSISTeD 
RATE CASE BY BFF CORPORATION 

COUNTY: MARION 

MAY l2 , 1998 - REGUI..AR AGENDA - PROPOSED AGENCY ACTION, 
EXCEPT ISSUE 12 - INTERESTED PERSONS MAY PARTICI PATE 

CRITICAL DATES: 15 MONTHS EFFECTIVE DATE - FEBRUARY 3, 1999 

SPECIAL INSTROCTIONS : S:\PSC\WAW \WP\971182SO.RCM 

DOCUMfNI " l. "4BfR ·DATE 

048S9 APR30: 

fPSC -RrCOIIOS/REPORTINO 



• • 
DOCKET NO. 971182 -SU 
APRIL 30, 1998 

ISSVE NO . 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

TABLE OF CONTENIS 

DESCRIPTION 

Case Background 

OUALITY OF SERVICE 

Qualicy of Service (Edwards, Munroe) 

Penalcy o Return on Equity 
(Edwa rds , Munroe, OTTINOT) 

RATE BASE 

Used and Use fu l Percentages 
(Edwards, Munr oe) 

Rate Base 
(Dewbe rry, Gal loway, Edwar ds, Munr oe) 

COST OF CAPITAL 

Rate o f Return on Equi ty and Overal l 
Rate of Retur n (Dewberry, Ga lloway) 

NET OPERATING INCOME 

2 

3 

6 

8 

12 

Test Year Revenues (Dewberry, Galloway) 13 

Operating Expenses (Dewberry, Galloway, 14 
Edwards, Munroe) 

Test Year Income (Dewberry, Galloway) 19 

REVENUE REOUIR£MENI 

Revenue Requirements 
(Dewberry, Galloway ) 

RATES AND IARIFF CHARGES 

Rates and Race Structur e 
(Dewberry, Galloway) 

Rate Reduction Four Years After 
Effective Date (Dewberry, Galloway) 

Temporary Rates (Dewberry, Galloway, 
Ottinot) 

i 

20 

21 

23 

24 



• • 
DOCKET NO. 971182 - SU 
APRIL 30, 1998 

ISSUE NO. 

13 

~CHEDULES 

1 

1-A 

2 

3 

3-A 

3-B 

lj 

ATTACHMENTS 

A 

B 

c 

DESCRIPTION 

OTHER 

Close Docket (Dewberry, Galloway 
Otti notl 

DESCRIPTI ON 

Wastewater Rate Base 

Adj ustments to ate Base 

Capital Structure 

Was tewater Operoting Income 

Ad j ustments to Operating Income 

Wastewater Operations and Maintenance 
Expense 

Wastewater Rate Reduction Af ter 
Recovery o f Rate Case Expense 

Quality of Serv ice 

Used and Useful Wastewater Treatment 
Plant 

Used and Useful Wastewa ter Collection 
Syst em 

ii 

26 

27 

28 

29 

30 

31 

33 

34 

35 

37 

38 



• 
DOCKET NO. 971182 - SU 
APRIL 30, 1998 

• 
CABS BAQCGROUNP 

BPF Corporation, (uti lity o r BFP) is a Class C wastewnt Pr 

util ity located i n Mr•rlon C""n1 1111 y . Th" C""nm111l ""'"" .. . ·qulord 

lurlndlrt Inn 01Vn1 Mt" l u n ("uwot y .... M" y !>, l'Jtll . l'ut uuunt LO Otder 

No . 11180 , issued SepLombo t 21 . 1981, the utllity was granted 

operating Certificate No. 318 ·5 under the name Panamint 

Corporation. On July 6, 1983 , the Commission issued Order No. 

12193 which approved the transf~r o f Certifica te No. 318 ·5 from 

Panamint Corporation t o LTB Utility Inc. By Order No. 22371 , 

issued January 8, 1990, the Commi ssion approved the transfer o f 

Certificate No. 318-S from LTB Utility Inc. t o BFF Corporation and 

amended the utility's certificate to include addi tional terri tory 

in the service area. 

On February 19, 1990, t hrough Docket No. 890916 - SU. the 

Commission issued Order No. 22570 wh ich e stablished rate base f o r 

the utility on October 3: , 1989 and approved rates . The utility 

has been granted furt her .:ate adj uotments through pri ce i ndex and 

pass through application' for t he years 1991 through 1997 . 

On September 10, 1997, BFF applied for this staff assisted 

r ate case (SARC) pursuant t o Section 367.0814, Florida Statutes. 

In its application, the utility reques ted an i ncrease in wastewate r 

rates. An audit of the utility's books and an e ngineering 

investigation have been done t o pro vide information required for 

setting rates. Staff selected a h istorical test year ended October 

31, 1997, for this case. Staff's adjusted test year revenues a r e 

$42, 807 and adjusted expenses are $40,196. This results in an 

adjusted net income o f $2,611 . This l evel o f i ncome allows t he 

utility a 1.32\" return on ito investment which is" Jess t han staff's 

recommended return of 9 .91\" . 

The utility provides wastewater servic e t o approximate ly 92 

residential customers . Util it i e s Inc., ano ther ju r isdictional 

utility, provides water service to BFF's customers. 

On March 12, 1998, a customer meeti ng wa s held at Marion 

County Board of County Commissioners auditorium. Eight c usto mers 

attended the meeting and three customers addressed concerns about 

utility operations. Two customers sta ted that the utility's rates 

are too high. CUstomers aloo addressed the appearance o f the 

utility 's p l ant site. They stated that streets in their 

neighborhood have been damaged by trucks going in and out o f the 

utility plant site during plant construction. 
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customer Satisfaction . The final component o f the overa l l 

quality o f service which must be ~ssessed is the level o f c ustomer 
satisfaction which results [ r om the utility• o t e l~Li ono wt t ll its 
c uut.omors. A qualitative cvalu ... t.ion o f thcoc . c luLionu inc l udes a 
roview o.f proper notif ication requirements bet ween the utility Rnd 
its customers as well as a review o f action t aken by t he utility 
regarding customer compl a i nts. Fo r example, ut ility po licies are 
reviewed in order t o i .sure that customers have been prope rly 
notified of scheduled st t vice in terruptions. 

BFF is a provi der of wastewater treatment onl y services. 
Customer s purchase water from Utility's Inc. , a regulated utility. 
Staff r eviewed compliance with the OEP standards. BFF is 
currently in compliance with OEP standards a nd regulations 
concerning collection and treatment. However, a s stated earlier, 
the effluent d isposal sprayfield is not in compliance with DEP's 
standards. 

A customer meeting was conduct ed in Ocala , Florida e n M~ rch 
12, 1998. Less than ten c ustomers attended the meeting. One 
customer expressed concern about the r ate i nc rease and another 
c ustomer stated that she would not obj e c t t o the potential for ty
one percent (41\ ) rate i ncreas e if t he util ity did a better job of 
maintai ning the facilities. Sever al customers e xpress ed concerns 
regarding dirty streets caused by trucks traveling to and from the 
plant site. BFF 's service area is ad j a cent to several homeowners 
who are not customers o f the ut~lity . Three o f the non - cu stomers 
who attended the customer mee ting expressed dissatisfaction ~ :th 
the appearance o f the spray field perimeter a nd the water po nding 
alo ng the front entrance to the spray field and along the fence 
line. 

OEP filed a consent order against the ut ility in the Ct rcu it 
Court of the Fifth Judicial Circuit i n Marion County , Case number 
97-1704 - CA-A. This order r equired the utility to install a surge 
tank, construc t a wet we ll. complete s pray f ield improvements, 
submit a plan concern i ng modification o f the s pray f i eld. and 
submit reports concerning status . In addition, DEP requtred the 
utility t o pay $11,500 in civ il penalt ies, plus $1,000 for costs 
and expenses to be paid in f i ve installments. The uttlity was also 
required t o clean, replac e and submit certification o f the 
c alibration of tne flow measurement device o f the ltft station, 
submit a sludge analysis, clean out accumul ated sand ond g ~it from 
the aeration basins and chlorine contac t chambe~. The maJority o f 
DEP requirements have been addresoed by the utility. However, OEP 
off icials state there are approximately seven conoent order items 
that have not been addressed by the uti i ! ty . In fact , DEP offi cia ls 
state BFF is i n cont e mpt of court regarding the consent. order. This 
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is a list of the regulatory violations filed by OEP against the 
utility: 

• COUNT I · OPERAIING PLANT WITHUUT PERMIT 

• COUNT II · QISCHARGE OF INSUFFICIENTLY TREATED SEWAGE 

• COUNT III · FAILUBE TO PROPERLY MAINIAIN EQUIPMENT 

• COUNT I V · FAILURE TQ IMEL'l REPQRT PLANT UPSET CONDITIONS 

• COUNT V · I MPROPER LAND APPLICATION AND PISPQSAL OF EFFLU~ 
Improper deposal of sludge and solids 

• COUNT VI · IMPROPER LAND APPLICATION AND DISPOSAL Of EFFLUENT 
Failure to provide excess control and signs 

• COUNT VII · PAILUBE TO SVBMIT REOUIREQ REPORTS 

In documentation furnished to staff by DEP, this utility has 
shown a pattern of noncompliance over the pa~: eight to ten years. 
DEP records show that the utility was notified numerous times 
before action was taken. These records give credence to the 
opinion stated at the customer meeting that the utility was ~run 
into the ground• with no improvements for a number of years despite 
the DEP notices . These facts along with extremely poor customer 
relations i ndicate the utility has been mismanaged over this ~ime 
period. Staff acknowledges that this utility has spent in e xcess 
of $100,000 on some improvements to the plant. However, staff 
recommends that the utility should be required to complete all of 
the necessary changes required by DEP. 

Staff recommends that the Commission find the quality of 
service provided by BFP Corporation to its customers t c be 
unsatisfactory. 

·S· 
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I SSUE 2: Should 
basis point s 
mismanagement ? 

I I I , ... 11 \1 ... , IIIII 
BFF Corporation • s return 0 11 ~1.111 I) " II!, 1, ll 11111 

f or unsatisfactory qu. , ltty ,,f '' 

BECOMMKNPATIQN ; Yes, staff recommends 
on equity be reduced 100 basi& pointo 
service and mismanagement. (EDWARDS, 

I 11 11 t tiiiiH 
thot. lW~' e.'\ II I "' ' 11 '' Ill\ •• I 
fot un•111\ 111111 ' " 1 \ ljlltl 
MUN RO I" I tH I' I Nt II' I 

I 1 II lllilll lit I 

SIAfP ARl\LYSI S; ~ursuant : ~ Sec t 10n 367. Ill , I I'' ' 1 • 1 
111 11 111 1 1 

Commission has the author i 1 t o teuuce a utili I\ ~ 1"
111111 

11111 ,,1111n11 

if it finds that the utiLty has !oiled l CI pt ••'•ltlo 11 • •I 111 Ill 111 

wi th water and wastewater servi ce t lint 111•' 111 1111 
1 ltl l j 

promulgated by Department o ! Environrnurl\ .d ~''"' '11 "'\\\ llll\'ll 
Moreover, the Commiss ion has the outho r ily ' '' 1 11111", 1

', 11 ,-u 111 11MI 

return on equity for mismanagement. ttow•w•• t • I"" 1 '' 
11 I'UWI 1 v 1 

fall within the reasonable range o C rotur n on ' " '"'' \ l.illl l 
Wilson, 597 So. 2d 270 (fla. 1992) . 

I · It• vtttl l llltll 
As stated previously in Issue 1, Df'f I" l'\111 " 111 \ 11, 1 HfllHI I 

of DEP standards for effluent disposal. /\ll •••l1111
''"

1 /i. 1 11 1•1 1 
. If I ' I I I II II I 

llsts these problems over the pas t eight Y'''" ,. 1 
1 1 It 111 I 

filed a consent o rder against the uulity In MOl l '"" 
1 ;·•t._ \ "!'"' 11 I• 

Court(Case 197-1704-CA-Al. The consen t oHI"t 1111 '
11 '

1 
\1 1 It 1111 

actions that the utility must take in Ot llt•t I " ' 11111111 ~1 , 111 Hl •h 1 

requirements. The utility has not compli1,tl -wl\11 ll tit " 111 
1 1 11 1111 

Consequently, Bff has been found t o be in Ulllllt•'l ' ' I 
11 1 

failu re to comply with the ent ir~ consonl ot \lltl • 

111111 ' II II li 
Moreover, DEP has placed BF'f unclo t n 11\l' l 11 " 1 

1 
,11111 1 1ft I ft il 

failure to comply with the wastewater snrvht• 1•111"•""" 11

1 1111 1 1111il 

by DEP . The moratorium prevents t.ho utllll\ '' "1
'
1 

:, t~fllttllltl 
c ustomers due to its inability to proporly d l"l'''111 ' " 1 1 

htOI\flllt l ,. 11111 

gener a ted by the treatment plant. The mOtlll lll Lllt•t """ 1'11 1.,, 11 
utility from expanding· its service aroo. 'l'ht•lnt•"''• 

11 ~ 111 ,11111' 1 1111 II 

that the utility has failed t.o provldn ''" ' 11 
11 1•11 

wastewater service that meets t he st.oHtd<ll "" 1'' '''1111 h i 11 111 
' 

1 llttl 1111 111 

Regardinq the issue of mismanagomonl, 11 1 ''' r 1 1111 
111 '"" 1 111t 

management has been extr emely slow in complyltl~ wttlt 1111
1

1111 1 l t nl I~• 
Bff' s management has a histo ry o C poot p l'l t I IIIHIIIH'' " ' \ 1 1 11 Ill I 
1988. This poor performance is evldont in I h•• 1·11 111, ~ ;,' 11:11 PII 111 

has not had a single satisfac t o ry Ciold in111 .. , 11•'11 h \ 1 11,11111 111111! 

County Health since this date; (2) llff' ht111 •:••ttl~1
111

1111 t 11 111 I 

'-larning letters and letters o C vl o lotion lt ••nt I'll 1 1 
1

,, .. 111u11 t w\111 

of timely performance after enter l ng ltHO '' •·••ll•ttlt l 1 111 111114 tt ll I_, 
DEP; and (4) the r esulting Cines and P'"" lldu 1'''1' '1 

lit"' 1111IIIV 
excess of the value of the utiltity's plflrtt . 1\111••11111 1 

f, 
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has made some improvements to the plant, UFF' s management ~1 hou ld 

have taken the necessary steps when it was f1 r st no tified by UEI• o f 
its failure to comply with OC:P standarrls. Sta ff found th.ol th•• 
utility did not make any improvements t o llw plant atte r lf'C!' IVIng 
several notices of violati on from DEP. Staff believes that Bff's 
failure to respond timely to the not1 ce o f v1olatlons has c aused 
the utility t o be in contempt o! cou rt rega rding the consent o rder. 

Based on the fo "!going , BFT' s re turn on equ1ty s ho uld be 
reduced 100 basis po. nts fo r poor quality o f service and ! o r 
mi~manaqement. This reduction falls within the reasonab le range o f 
return of equity and is therefo re consistent with !:i.W...(. This 
recommendation is also consistent with past Commission deci ~1ons 1n 
this regard. ~ Orders Nos. 14931, 17760, and 2 4643, 1ssued 
Septembe r 11, 1985, June 29, 1987, and June 10 , 1991 , respect ively. 

- 7 -
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I SSUE 3: What are the appropriate used and useful percentages [or 
the wastewater treatment plant and collection system? 

RBCOMMBNDAJ'ION : The wastewater treatment plant should be 
considered SSt used and useful with the exception o f the ,pray 
field, whic h should be cons idered lOOt used and useful. The 
collection system shoul I be considered 83\' used and useful. Staff 
recommends no margin r serve be allowed. (EDWARDS, MUNROE! 

STAFF ANALXSIS ; Used and useful for this utility was previously 
determined by the Commission in Docket No. 890916-SU, by Order No. 
22570, issued February 19, 1990. There has been no expansion or 
increase in capaci ty since that date. 

Wastewater Ireatment Plant - The Department of Environmental 
Protection (DEP) has expressed some concern regarding the accuracy 
of the data contained in the Monthly Operating Reports (MORa) . 
However, utilizing the i nformat ion contained in the utility's MORa 
which was taken from the test year, the used and useful calculatio n 
for the plant would be 88\ if a ~3rgin reserve is allowed. 

The system is currently under a moratorium imposed by DEP 
because of the effluent disposal limitation. This morat:orium 
restricts t:he addition of any new c ustomers until some additional 
effluent disposal method is crear.ed. Due to this morat:orium, staff 
recommends that no margin reserve is justified; consequently, the 
used and useful decreases to 85\. 

As mentioned above, the spray field is not: capable o f 
adequately handling the effluent it now receives ( resultin~ in 
DEP' s issuance of the moratorium on new customers). The spray 
field is, th~refore, lOOt used and useful. (see Attachment B) 

Wastewater Collection Systems - The collection system is not 
built out. If a margin reserve is authorized, the collection 
system should be considered 85\ used and useful. However, because 
of the moratorium, additional customers cannot be added at this 
time. Therefore, without a margin reserve, the collection syst:em 
would decrease to 83\ used and useful. Staff recommends that no 
margin reserve be allowed and the plant should be considered 83\ 
used and useful. (see Attachment C) 

-8-
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ISSQB 4 : Should the Commission approve a year end rate base for BFF 
Corporation and if so~ what is the appropriate year end rate base? 

RBOOMMENDATIQN: Yes , the Commission should approve a year end rate 
base for BFF Corporation to allow a fair return on OEP required 
investments a nd to insure compensatory rates in this rate case. 
The appropriate year end rate base should be $1981380. (DEWBERRY, 
GALLOWAY I EDWARDS I MUNROE) 

STAfF ANALXSIS: As stated in Issue 1, the utility is not in 
compliance with the standards fc quality o f service pt _mulgated by 
DE:P. The utility has attempt• d to comply with DE:P standards by 
making over SlOO , 000 worth o f improvement t o the plant. In 
particular, the utility has made improvements to the spray field 
during the test year. These improvements resulted ln a cost of 
$106,559 , which represents 36.07\ of total plant. To allow the 
utility to recover the amount spent on plant improvements , the 
utility should be allowed a year end rate base. 

The Commission should only apply a year end rate base in 
extraordinary circumstances. Citizens of florida y. Hawkins , 356 
So. 2d 254, 257. Staff believe' that extraordinary circumstances 
exist in this docket. The utility has made improvements to the 
spray field. The year end rate base will provide the utility with 
an opportunity to recover the investment made to comply with DE:P 
standards and will insu re compensatory rates for th1 s util1ty 1n 
this rate case. The year end rate base treatment will also assist 
the utility in its effort to comply w1th OE:P standards on a going 
forward basis. Moreover, pursuant Section 367 .081 (2) (a) , florida 
Statutes, the Commission is required to consider the investment in 
plant made by the utility in the public service. Staff believes 
that complyi ng with DEP standards is in the public service. 
Therefore, staff recommends that the Commission approve a year end 
rate base for this utility . This practice is consis tent with the 
Commission's past decisions. ~. Order No . PSC-96-1147-fOf-WS, 
issued September 12, 1996, in Docket . No. 951258-WS. 

The utility's rate base was last established by Order No. 
22570, issued February 19, 1990, in Docket No. 890916-SU using a 
test year ended October 31, 1989. We selected a test year ended 
October 31, 1997 for this rate case. Adjustments have been made to 
agree rate base component balances with the prior Commission Order 
and to update rate base through October 31, 1997. A summary of 
adjustments follows: 

Utility Plant in Seryice (UPISl - The utility recorded a plant 
balance of $167,129 at October 31, 1989. Pursuant to Order No. 
22570, issued February 19, 1990 , the Commission approved a plant 

-9-
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balance of $171,304 at October 31, 1989. UPIS has been increased 
by $4,175 to agree with the utility's recorded plant balances at 
October 31, 1989 contained in Order No. 22570. 

Per the audit, several reductions to UPIS were necessary. 
Staff decreased Account No. 351 by $4,628 to remove a consultant's 
fee which was associated with the prior rate case. Staff decreasP.d 
Account No. 352 by $2,400 to remove a prior year's DEP permit 
costs. Staff decreased .\ccount Nos . 354, 362, 380 a nd 382 for a 
total of $6,950 to reflec several reclassifications from plant to 
various operation and ma i ntenance {O&Ml expense accounts. Alae. 
per the audit staff increased Account No. 3~2 by $433 to reflect a 
reclassification from O&M expense. 

During the test year the utility recorded in the UPIS 
accounts, a 10\ construction management fee charged by M.I.R.A. 
International, Inc. (M.I.R.A.), a related company. The utility 
provided an agreement between M.I.R.A. and BFF which states that 
M.I.R.A. is to receive 10\ of the cost of all new construction. As 
stated in the audit report. the traditional role o f utility 
management is to cont r ol coots while providing oorvi ce. Thio 
arrangement. with the manager's company havin~ a straight 
per centage interest in construction costs, gives the ~ppearance of 
a disincentive to perform the cost control function. The utility 
recorded $6,533 of these costs in plant. However, these costs are 
not associated with the actual plant cost or insLallation cost. 
Therefore, staff believes that this cost should not be allowed. 
This account has been decreased by $6,533. 

In November 1997, one month after the end o f the test year, 
the utility added $17,163 in sprayfield additions. The utility has 
provided copies of invoices supporting the cost~. Therefore, this 
account has been increased by $17,163. The total adjustment for 
UPIS is $1, ?60 . 

Additional engineering expens~s: On March 27, 1998, the 
utility submitted invoices totaling $4,570.11 for additional 
engineering expenses incurred after the test year. These invoices 
are for work accomplished by H. W. Barrineau and Associates. the 
engineering firm hired to replace the previous engineer. Many of 
these costs appear to be duplicative of previous engineering 
expenses. While these expenses may be prudent, they occurred well 
after the 10/31/97 test year and were not included in the auditor's 
report, and were not verified by staff. Staff recommends that 
these expenses not be included in this staff-assisted rate case. 

Non-Used and Usefyl Plant - As discussed in I ssue 2, the staff 
engineer has determined the useful percentage for all plant 
accounts. The non - used and useful percentages times the 
appropriate accounts reflect non-used and useful plant of $27,194 . 
The accumulated non-used and useful depreciation on this plant is 

- 10 -
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$12,696. The net non-used and useful plant is $14, 498. Net non 
used and useful plant has a negative impact on rate base. 
Therefore, rate base has been decredsed by $14,498. 

Contribution-in- Aid-of -Construction !CIACl - The utility' s 
existing tariff authorizes the utility to collect a system capacity 
charge of $1,620 per connection. Order No. 22570 established CJAC 
of $18,616 at October 31, 1989. The utility added 14 connections 
since the prior rate cas :. The utility recorded CIAC of $3 4,252. 
Staff has imputed CIAC ~ reflect the year end amount to include 
connections since 1989 t.mes the existing system capac1ty charge. 
Therefore, the calculated year end CIAC io $41,296. This account 
has been increased by $7,044 to reflect the imputation o f CIAC on 
October 31, 1997. 

Accymylated pepreciation Order No . 22570 established 
accumulated depreciation of $32 , 016 at October 31, 1989. This 
depreciation was calculated using the rates prescribed by Rule 25-
30.140 , Florida Administrat ive Code . Accumulated depreciation has 
been updated using the afore -mentioned prescribed rates through 
October 31, 1997. The resulting accumulated depreciation is 
$88,823. The utility recorded accumulated depreciation of $77,168. 
Therefore, staff increased this account by $11,655 to reflect 
accumulated depreciation at October 31, 1997. 

Amortization of CIAC Order No. 22no established 
amortization of CIAC of $2,197 at October 31, 1989. Amortization 
of CIAC also has been updated thz.ough October 31, 1997. The 
resulting accumulated amortization is $9,483. The util1ty recorded 
$9,122 in this account. Therefore, staff increased this account by 
$361 to reflect amortization of CIAC at October 31, 1997. 

~ng Capital Allowance - Consistent with Rule 25-30.443, 
Florida Administrative Code, staff recommends that the one-e ighth 
of operation and maintenance expense (O&M) formula approach ue used 
for calculating working capital allowance. Applying that formula, 
staff recommends a working capital allowance o f $3,287 (based on 
O&M expense of $26,295). Working capital has been increased by 
$3,287 to reflect one-eighth of staff's recommended O&M expense. 

Rate Base Symmarv - Applying all of the above adjustments 
results in a year end rate base of $198,380. 

Rate base is shown on Schedule No. 1 and adjustments are shown 
on Schedule No. 1-A. 

- 11-
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I SSUE 5: What i s the appropriate rate of return on equity and the 
appropriate overall rate o f return for this utility? 

REcortmNDA.TION : The appropriate rate of return on equity io 9.11\ 
with a range of 9.14\ - 11.14\ and the overall rate o! return is 
9. 44\ with a range of 9. 44\ - 10 38\. (DEWBERRY, GALLOWAY) 

STAfF ANALXSIS: The~ ility's recorded capital structure include~ 
common equity of $105 964, long term debt of $79,548 and customer 
deposits of $1,020 fo1 t otal capi tal of $186,532. A review of the 
utility's trial balance for the test year shows that $38,066 o f DEP 
requ ired pla nt improvements have been funded by M. I .R . A . 
International Inc., a related company . This account payable has 
been on the utility's books since 1996. Therefore, otaff beli~v~o 
that this account payable should be recogn ized ao debt. Long Lerm 
debt has been increased by $38,066. 

Using the current leverage formula approved by Orde< No. PSC-
97-0660-FOF-WS, issued June 10, 1997, in Docket No. 970006 -WS, the 
rate of return on equity is 10.14 \ with a r unge of 9 . 14\ - 11 . 14 \ . 
As addressed in Issue 2, we have recommended that Lhe retu rn o n 
equity be reduced by 100 basis points. This reduct1 o n 10 due to 
the unsatisfactory qual i ty o f service being prov1ded by the 
utility. Therefore, the return on equity for this rate case is 
9.14\ which is the lower end of the range. 

The utility's cost of debt is prime plus 1.25\. Prime is 
8.50\ at this time. Therefore. the cost of debt is 9.75\. The 
utility's capital structure has been reconciled with staf f 's 
recommended rate base. Applying the cost times the pro rata share 
of each capital component result.& i n an overal l rate o f return o f 
9. 44 \ with a range of 9. 44 \ - 10 .38\ . The overall rate o f return 1s 
also at t he lower end of the range. 

The ret.urn on equity and o verall rate of return are shown on 
Schedule No. 2 . 
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NET OPB&ATING INCOME 

• 
ISSUE 6 : What a r e t he a ppr opriate test year r e venues ? 

RECOHMBNPATION : The appropriate test year r eve nues are $42,80'/. 
(DEWBERRY, GALLOWAY) 

STAPP AHALYSIS : Dur ing t he t e st year the ut1l i ty pro vided 
wastewater service to approx i ma tely 92 residential customc rt~. The 
utility r ecorded reve1 Je o f $41,536. Per the audit, the ut i li t y 
wrote o ff a prior yea • bad debt o f $800 aga inst revenue fo r the 
month o f December 1 99~ . This amount repr esents an uncollec t 1ble 
back billing to a property owner fo r consumption by his tenant who 
refus ed t o pay the bill for a prior pe r iod . Revenue has be e n 
inc reased by $800 t o r efl ect t he appropria te accrued revenue ! o r 
the test year . 

The selec ted tes t year fo r this rate case i ncludes t he 12 
month period f r om November 1996 t hroug h October 1997 . Effec ti ve 
J uly 1, 1997 , t he Commiss ion appro ve d t he 1997 Pric e Index rate 
i nc r eas e f or the utility . Annualized r evenues have been calc ula t ed 
using t est yea r number o f b1lls and gallons o f wastewater t r e a tment 
b i lled times the exist ing r a tes. Annual i zed reve nue i s $42,807. 
Revenue has been i ncr eased by $471 t o reflect tes t ye a r annual i zed 
revenue . The t o ta l ad j ustmen t f o r reve nue is $1,271 . 

Test year r evenues are shown on Sc hedule No. 3 a nd ad justments 
a re shown o n Schedule No. 3- A. 
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ISSVE 7 : What is the appr opr iate amount of test year operating 
expenses? 

RECOMMBHDATI ON: The appropri a te amount of test year operating 
expenses is $40,956. (DEWBERRY, GALLOWAY, EDWARDS, MUNROE) 

STAFF AN&LXSIS: The utility's recor ded operating expense includes 
operation and maintenance expense, deprecia tion and taxes other 
than income. Adjustr,nts have been made to re fl ect annua l 
operating costs on a gc ng f orward basis. 

A summary of adj ustments fo llows : 

1) Sludge Remoyal !7111 - During the test year the utility 
removed numerous loads of sludge to satisfy DEP 
requirements. The utility recorded $1,739 in this 
expense and misclassified $2, 433 of sludge removal 
expense to plant. This expense has been inc reased by 
$2,433 to reflect the rec lass i fi cation from plant. The 
expense reclass ified from plant plus the ut il ity' s 
recorded expense equals $4,172. 

The utility has improved its sprayfield a s required 
by DEP and the freque ncy o f sludge removal should 
decrease . The reclassified e xpe nse o f ~2.433 includes 
some costs which s ta ff believes will not be r ecur ring. 
Therefo re, staff has amorti zed these coste over 5 years 
($2, 433/5) and decreased this expense by $1,946. The 
total adjustment for this expense is an increase of $487. 
allowing an annua l sludge r emoval e xpense o [ $2,226. 

2) Materials and Sypplies !7201 - During t he test year, the 
utility recorded materials and s upplies expense of $501. 
Per the audit, this expense has been increased by $431 to 
reflect a reclassificat ion from plant. 

3 ) Contrac tual Seryicee - Managemen t !7301 - By Order No. 
22570, issued February 19, 1990, i n Docket No. 890916-SU 
the Commission approved an annual management fee o f $850 
per month and $10,200 a nnually. This order states that 
the number o f trips and hours devoted to checking and 
maintaining the p l ant exceeded the average for a plant 
this size, but was reasonable due to the age of the 
facility and the problems i nherent wi t h spray irrigation 
disposal. 

During the test year M.I.R. A., a r~lated company , 
provided management services for the utility and a list 
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o f duties and number of hour s spent conducting utility 
business. M.l.R.A. listed 59.75 hourc. for conducting 
utility bus iness. Staff found l. ·~ _ m" o f the duties 
listed were duplications o f serv1ces be1ng provided by 
other contractual compa'lies. Since the utility has 
improved its plant, the number of hours required to 
manage a company t his size should dec r ease. 

By Order No. PSC-94 -0244 - FOF- WS, i~sued March 14, 
1994, the Commiss ion approved an hourly management fee o f 
$20.00 for a tee year ended May 31, 1993. This charge 
i ndexed forward ~ 1997 dollars is $21.89. The ut1l1ty 
recorded an annua l management fe~ of $12,000. Staff 
recommends an annual management fee o f $8. 400. which 
allows 40 hours per month a t $21.89. Staff decreased 
this expense by $3,600 to reflect the recommended annual 
management a llowance of $8, 400 . 

4) Contractual Seryices - kegal 1731! - The utility recorded 
$890 in this expense. Per the audit, t his expense has 
been increased by $401 to reflect a reclassification trom 
misce llaneous expense. 

5) Contractual Seryices - Testi ng 1735) - Enviro- Masters 
provides operational service for the utility. The 
monthly c harge is $450. This c harge includes $373 for 
operator service and $77 f o r testing. The utility 
recorded $539 in testing expense. This expense has been 
i ncreased by $77 to reflect a reclassification from plant 
and increased by $308 to reflect annual testing e xpense 
of $924 ($77 x 12) . The total adjustment fo r t h io 
expense is an inc rease of $385. A oc hl'dule oC the 
required wastewater test, frequency and coots follows: 

6) 

oescription 
CBOD 
TSS 
Nit rate 
Fecal Coliform Bacteria 

Frequency 
Monthly 
Monthly 
Monthly 
Monthly 

Ar!nual Cost 
$240 

240 
264 
180 

Total Amount $924 

Contractua l Seryices Slydge Analysis (735) The 
utility did not record a sludge analysis expense. This 
e xpense has been increased by $185 to reflect a 
reclassification from plant. 
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7) Contractual Seryices - OOerato r 17351 · The util it y 

recorded $3,111 in this expense. Enviro·Masters began 
providing operator service for the ut1lity 1n March 1997 
and charged $373 per month and $4,476 annually. Staff 
increased this expense by $373 to re~lect a 
reclassificat ion from plant and increased this expense by 
$992 to reflect the appropriate annual operator coHt. 
The total adjustment for Lhis expense is $1,365. 

8) Contractual Se1 1icea - Repairs & Maintenance (736 1 · The 
utility recorc ·d $1,765 in this expense. This expense 
has been increLsed by $637 to reflect a rec lassificati on 
from plant . Total repair and maintenance is $2,402. 
This cost include a contractual grounds keeping service 
provided by M. I.R . A. o f $120 per month and $1,440 
annually. It also includes $9 62 repair and maintenance 
provided by Enviro- Masters. 

9) Regulatory Commission Expense 17651 • The utility paid a 
$200 filing fee for this rate case. Pursuant to Section 
367.0816, Florida Statute, this expense has been 
amortized over 4 years, which allows an annual expe~se of 
$50. The utility did not record a regulato ry commisRion 
expense. Therefore, this expense has been increased by 
$50. 

On March 27, 1998, a fter the customer meeting , the 
utility requested additional rate case expense in the 
amount of $3,900 . A description of the services rendered 
and associated costs follows: 

a) Four trips with attorney and/or engineer at a 
cost of $1,400 (28 hours x $50. 00/hourl t o the DEP 
offices in Tampa, Florida t o d iscuss requ i r ed 
upgrades . 

b) SARC Application - Working with auditor, PSC 
staff and customer meeting at a cos t of $2,500, (50 
hours x $50 .00/hour ). 

The copy of the invoice submitted fo r the additional 
rate case expense costs is dated March 27, 1998 and the 
vendor is listed as M.I.R.A. International, Inc . A.s 
st.ated earlier, staff bel ieves M.I.R. A. ts a related 
company. It is owned by the act.ing vice president o f BFF 
Corporation. In this rate case, we have recommended an 
annual fee of $8,400 for management services provided by 
M. I.R.A. We be lieve that the additional costs listed 
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above are a function of management . Further, staff 
believes that trips to the DEP Tampa o ffi c e and 
assistance provided to the PSC staff for processing this 
rate case is within the scope of the management contract 
and has been allowed in account 730. 

Rule 25-30.455(1), Florida Administrative Code, 
states that i f a utility chooses to utilize th~ staff 
assisted rate cAse option, and employs outside oxperts t o 
assist in devel ping information for staff or evaluating 
staff • s schedu •lS and conclusions. the prudent expense 
can be recovered through the rates developed by staff . 

We believe that the requested additional rate case 
expenses are duplicative and have been allowed through 
the recommended management expense. Therefore, staff 
recommends that the requested additional rate case 
expense of $3,900 should not be allowed . 

10) Miscellaneous Expense (7751 The utility recorded 
$10,262 in this expense. This expense has been increased 
by $2,815 to reflect a reclassification from plant. 
However, these costs are not representative of annual 
repairs and maintenance expense. This expense has been 
amortized over five years allowing $563 of this expense 
annually and this expense has been decreased by $2,252. 

The ut ility• s recorded miscellaneous expense 
included numerous legal expenses. The staff audit 
provided a description o f legal services provided during 
the test year, number of hours spent providing the 
services and the hourly r a te charged for the services. 
Staff determined that $5,632 in legal fees were 
associated with DEP fines. This expense has teen 
decreased by $5,632 to remove legal costs associated with 
DEP fines. Further, this expense was decreased by $401 
to reflect reclassification of legal expenses to 
contractual services (legal). Staff also decreased this 
expense by $433 to reflect a reclassification to plant . 

Some recorded miscellaneous expenses totaling $2, 113 
are not representative of annual repair and maintcllanc c 
coots for a utility this size and also . are non 
recurring . Pursuant to Rule 25 - 30.433 (8 ) , Florida 
Administrative Code, this cost has been amortized over 5 
years, allowing $422 annually. The resulting ad j us tment 
decreases this expense by $1,690. This expense has also 
been decreased by $741 to remove non-utility expenses and 
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ic has been increased by $240 to reflect an opera t i ng 
permic cost amortized over 5 years . The t ota l ad just ment 
f o r miscellaneous expense is a decrease o f $8 , 094 . 

Depreciation Expense - Test year depreciut ion expens e has l.ieen 
ca l c ulated using the rates prescri bed by Rule 25 - 30. 140, Flor1da 
Administ rative Code. Test year depreciat ion is $13 , 945. Test year 
non - used and useful dep- eciation i s $1,139. Net depreciation is 
$1 2,806. The utility 1 1corded a depreciacion expense of $5,916. 
This expense has been inc reased by $6 ,890 t o reflect staff's 
calculated depreciation expense. 

Amo rtization of CIAC - Amortization o f CIAC has a negative 
impact on depreciation expense. The utility did not record an 
amortization e.xpense . This expense has been adjusted by a negattve 
$1, 4 25 to reflect staff's calculated t est year amortjzation o f CIAC 
expense. 

Taxes Other Than Income - The utility recorded $2, 44 3 in t his 
e xpense. This total includes $384 for real estace tax, $210 f o r 
tang i ble tax and $1,84 9 for regulacory assessment fees. This 
expense has been increased by $77 to reflecc the appropr iate 
regulato ry assessment fee on test year revenue. 

Increase in Operating Revenues And Expenses: 

Operating Reyenue - Revenue has been i nc reased by $16,876 co 
reflect the increase required co allow the ucility co recover its 
expenses and earn the authorized return on its investment. 

Taxes Other Than Income - This expense has been increased by 
$760 to reflect regula tory assessment fees at 4 .5\ on the requ i r ed 
i ncrease in revenue. 

The application 
ucility•s recorded 
recommended operating 

o f staff • s recommended ad j ustments to the 
operacing expenses result s i n staff· s 
expenses of $40,956. 

Operating e xpenses are shown on Schedule No. 3 and ad justments 
are shown on Schedule No. 3-A. 
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ISS!JB 8: What is the appropriate test year operating income for 
this utility? 

REQOMMBNPATI ON: The appropriate test year operdting income for 
this utility is $2,611. (DEW~ERRY, GALLOWAY ) 

STAPf AHALYSIS: The uti lity' s test year revenue io $42 , 807. The 
corresponding test year opera t ing expenses a re $40,196 (these 
figures do not include staff' s recommended revenue increase and 
taxes ). This results ln a t es t year ·opera ting income o f $2,611. 

The test year op~ ating income is chown on Sc hedule No. 3 . 
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RINBHUB RBQOIRBMBNT 

• 
ISSUE 9 : 
utility? 

What is the appropriate revenue requirement for th1s 

RBCOMMgNDATION : The appropriate revenue requirement is $59,683. 
(DEWBERRY, GALLOWAY) 

STAPP ANALXSIS: The ut · lity should be allowed an annual increase 
i n r evenue o f $16,876 (3 . 42\J for wastewater. This will allow the 
utility the oppor tun ity to recover its expenses and earn a 9. 44\ 
return o n its investment. 

Adjusted rate base 
Rate of return 
Return on investment 
Adjusted O&M expense 
Depreciation expense (Ne t) 
Taxes other than income 
Revenue requirement 
Test year revenue 
Increase in revenue 
Percentage increase 

$198,380 
X • 0944 
s 18,727 

26.295 
11, 381 

3.280 
s 59 ,683 

(4 2.807) 
s 16,876 

39. 42\ ($16 , 876/$4 2,807) 

The revenue requirement is shown on Schedule llo. 3. 
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RATES AND TARIFF CHARGES 

• 

ISSQE 10: What are the appropriate rates and rate structure? 

RBCOMMBNPATION : The recommended rates are designed to produce 
revenue o f $59,683. The utility should reta1n its base facility 
and gallonage charge rate structure. The approved rate s should be 
effective for service rendered on o r a(ter the stamped approval 
date on the tariff sheets pursuant to Rule 25 -30. 475(1) , Florida 
Admini strati've Code, prov: ied the customers ha ve received notice. 
The rates may not be im~ l emented until proper notice has been 
received by the customers. The utility should provide proof of the 
date notice was given within 10 days after the date of the notice 
(DEWBERRY, GALLOWAY) 

SIAPP AHALYSIS : The utility current l y employs the base facility 
and gallonage charge rate structure. Staff recommends t hat the 
utility retain i ts current rate structure . The curr ent rate 
s tructure promotes conservation and is designed to provide 
equitable sharing by the rate payers o f both the fixed and var!.able 
costs f or providing service . The base f acility charge is based on 
the concept of readiness to serve al l customers connected to the 
system. This ensures that ratepayers pay their ahare of t he fixed 
costs for providing service (through the base faci lity charge) and 
also pay their share of the variable costs o f providing service 
(through the consumption o r gallonage c harge ) . 

During the t est year the uti lity provided wastewate r treatment 
service to approximately 92 residential c ustomers. Rates have been 
calculated using the number of bills and the number o f gal lons o f 
wastewater billed during t he test year . A schedule of the 
uti lity's existing rates and staff's r ecommended rates follows : 

BASE FACILITY CHARGE 
Meter Size 

All meter sizes 

GALLONAGE CHARGE 
(10,000 gallon cap ) 

WASTEWATER 
Monthly Rates 

- 21 -

Existing 
Ra tes 

$ 20. 44 

$ 3. 78 

Staff's 
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The average gallons o f billed wastewater treatment for the 

test year is approximately 4 ,822 gallons per month. A sch~dule o f 
an average bill based o n existing rates and recommended r3tes 
fol lows: 

Average bill using recommended rates 
Average bill using exist i ng rates 
Increase in bill 
Percentage inc~ease in bill 

$ 53.93 
(3 8 .67) 

$ 15.26 
3 9. 4 6\($15.26/$38.67) 

The recommended rates are designed to pr oduce revenue of 
$59,683. The utility should retain the base facility and gallo.~age 
charge rate structure. The approved rates should be effective for 
service rendered on o r after the s tamped approval date on the 
tariff sheets pursuant t o Rule 25-30. 4 75{ 1), Florida Administrative 
Code, provided the customers have received notice. The rates may 
not be implemented until proper notice has been received by ~he 
customer s . The utility should provide proof of the date notice was 
given within 10 days after the date of che notice . 
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ISSVE 11 : What is the appropria te amount by wh i c h r aces shou l d be 
reduced four years after the established effec t i ve date to r e f lect 
the removal of the amortized race case expense as required by 
Section 367 . 0816, Florida Statutes? 

&BCOHMBNPATI ON: Reve nues shou l d be r educed by a total of $52 to 
reflect the removal of race case e xpense grossed up for regulac0 ry 
assess ment fees, which is being amor ti zed over a four year period. 
The effect of the revenue reduction results in a race decrease as 
shown on Schedule No. ". The decrease in rates should become 
effective i mmed i ately f llowing the expiration o f the r ecovery 
period. pursuant co Se :ion 367 . 0816, Flon.da Statutes . The 
utility should be requir~d co file revised tariffs and a proposed 
customer notice setting forth the lower rates and the reason Co r 
the reduction no later than one month prior to the a c tual date o f 
the required rate reduction. (DEWBERRY, GALLOWAY ) 

STAfF AHALXSIS: Section 367 .0816, Flo rida Statute~ requires that 
the rates be reduced immediately following the expiration of the 
four year period by the amount o f the rate case e xpense previously 
i ncluded in the rates . The reduction will reflect tne removal of 
the revenues associated with the amortization o f rate expense and 
t he gross-up for regulatory assessment fees, which is $52. The 
reduction in revenues will result in the races r ecommended by staff 
on Schedule No . 4 . 

The utility should be required to file revised tariffs no 
later chan one month prior to the actual dace o f the required race 
reduc t ion . The utility also should be required t o file a proposed 
cust omer notice setting forth the lower rates and the reaso n f o r 
the reduction. 

If the util i ty files this reduction i n conjunction with a 
price index o r pass - through rate adjustment, separate data shall be 
filed for the price index and/or pass-through inc reas e o r dec rease, 
and for the reduction in the rates due t o the amortized rate c a s e 
expense. 
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ISSUE 12: Should the recommended rates be approved for the utility 
on a temporary basis in the event of a timely protest (iled by a 
party other than the utility? 

BEOOMMBNDATIQH: Yes, the recommended rates should be approved for 
the utility on a temporary basis in the event of a timely protest 
filed by a party other than the utility. The utility should be 
authorized to collect the temporary rates after staff's approval of 
the security for potential refund. t he proposed c ustomer notice , 
and the revised tariff sheets. (DEWBERRY, GALLOWAY, OTTINOT) 

STAPP ANALXSI S: Thi recommendation proposes an increase in 
wastewater rates. A timely protest might delay what may be a 
justified rate increase resulting in an unrecoverable loso of 
revenue to the utility. Therefore, in the event of a timely 
protest filed by a party other than the ut ility, staff recommends 
t hat the recommended rates be approved as temporary rates. The 
recommended rates collected by the utility s ha ll be subject to the 
refund provisions discussed below. 

The utility s hould be authori zed to collect the temporary 
rates upon the staff's approval of the security for potent1.al 
refund and the proposed customer notice. The security should be in 
the form of a bond or letter of credit in the amount of $11,666. 
Alternatively, the utility could establish an escrow agreement with 
an independent financial institution. 

If the utility chooses a bond as security. the bond should 
contain wording to the effect that it will be terminated onl y under 
the following conditions: 

1) The Commission approves the rate increase; or 

2) If the Commission denies the increase, the utility shall 
r~ fund the amount collected that is attributable to the 
increase. 

If the utility chooses a letter of credit as security. it 
should contain the following conditions: 

1) The letter of credit is irrevocable for the period it is 
in effect. 

2) The letter of credit wl.l l be in effect until final 
Commission order is rendered, either approving or denying 
the rate increase. 

If security is provided through an escrow agreement, the 
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following conditions should be part of t he agre ement: 

1) No funds in the escrow account may be withdrawn by the 
utility without the express approval of the Co~mission. 

2) The escrow account should be an interest bearing a ccount 

3) 
earned 

If a refund to the customers is required, all interest 
by the escrow account should be distributed to the 

customers. 

4) If a refund to the customers is not required, the interest 
earned by the escrow account should revert t o the utility . 

5) All information on the escrow 
from the holder of the escrow 
representat ive at all times. 

account should be available 
account to a Commission 

6) The amount of revenue subject to refund should be 
deposited in the escrow account with in seven days of receipt. 

7) This escrow account is established by th~ direction of the 
Florida Public Service Commission for the purpose(&) set f o rth in 
its order requiring such account. Pursuant to Cosentino v , Elson, 
263 So. 2d 253 (Fla. 3d DCA 1972) , escrow accounts are not subj e c t 
to garnishments. 

B) The Director of Records and Reporting must be a signatory 
to the escrow agreement. 

In no instance should the maintenanc e and administrative costs 
associated with the refund be borne by the customers. These costs 
are the responsibility of, and should be borne by, the ut1lity . 
Irrespective of the form of security c hosen by the utility, an 
account of all monies received as result of the rate i nc ro::Ase 
should be maintained by the utility. This acc ount must specify by 
whom and on whose behalf such monies were paid . If a refund ia 
ultimately required, it should be paid wi th interest calculated 
pursuant to Rule 25-30.360(4), Florida Administ=ative Code . 

The utility should maintain a record o f the amount o f t he 
bond, and the amount of revenues that are subject to refund . In 
addition, after the increased rates are in effect, pursuant t o Rule 
25-30.360(6), Florida Administrative Code, the utility should file 
reports with the Division of Water and Wastewa t er no later t han 2~ 

days after each monthly billing . These reports aha 11 i nd ica te the 
amount of revenue collected under the inc reased rates. 
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ISSUE 13 : Should this doc ket be closed? 

• 

RBCQHMBNDATIQN : This docket should be closed if no person, whose 
interests are substantlally affected by the proposed action, files 
a protest within the 21 day protest period. (DEWBERRY, GALLOWAY, 
OTT I NOT) 

STAPP ANALXSIS : Post test year plant add itions have been included 
in the ca lculation of rates . Invoices have been prov1ded for plant 
improvements t ha t have been completed. Therefore, upon Lhe 
expiration of the protest per' od, if no timely protest is received 
this docket should be closed administratively. 
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BFF CORPORATION SCHEDULE NO. 1 

SCHEDULE OF WASTEWATER RATE BASE DOCKET NO 971182-SU 

TEST YEAR ENDED OCTOBER 31 , 1997 

BALANCE 
PER STAFF ADJUST BAlANCE 

UTILITY TO UTIL BAL. PER STAFF 

UTILITY PLANT IN $ERVICE s 294,167 s 1,260 A s 295,427 

LAND/NON-DEPRECIABLE ASSETS 34.800 0 34.800 

NON-USED AND USEFUL PLANT 0 ( 14 .4~9) 8 ( 14,498) 

ACQUISITION ADJUSTMENT 0 0 0 

CWIP 0 0 0 

CIAC (34,252) (7,044) c (41 ,296) 

ACCUMULATED DEPRECIATION (77,168) (11 ,655) D (88,823) 

AMORTIZATION OF ACQUISITION ADJUSTMENT 0 0 0 

AMORTIZATION OF CIAC 9, 122 361 E 9,483 

WORKING CAPITAL ALLOWANCE 0 3,287 F 3,287 

WASTEWATER RATE BASE s 226,669 $ (28.289) Sl 198,380 ] 
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• 
BFF CORPORATION 
ADJUSTMENTS TO RATE BASE 
TEST YEAR ENDED OCTOBER 31, 1997 

A UTILITY PLANT IN SERVICE 

1. To agree plant belanoea al10/31/89 ''"Order No 22570 
2 To remove conaul18nt lee uaodateo vlith prior rate a.ae 
3. To remove prior year OEP permit COlli 

4. Redasalbtlon from 8CCOU'lt 354 to account 711 (Sludge Removal) 
5. Recleaslfialdon from account 354 to IICCOUilta 730 & 775 
6 RtiCiasalfbllon from account 775 to account 362 
7 Redasaiflcation from account 362 to accounl 730 

• 
SCHEDULE NO 1A 
DOCKET NO. 971182·SU 

WASTEWATER 

s 4,175 
(4,628) 
(2,400) 
(2,432) 
(1,321) 

433 
(«6) 

8 Rec1asalbtlon c4 repatra and malnl~ expenae from accoun1 380 1o 
expense account n15 (2.095) 

9. Recle~tlbtlon from account 382 to account 720 (656) 
10. To rtmOYe 10% conaiNcllon fee c::Nrged by related party (6.533) 
11. To odd poll teat year apraytleld llddiUon aa required by DEP 17,163 

s 1,260 

B NON-USED AND USEFUL PLANT 

1 To relied notHIIed and UMful plant s (27.1'-4) 

2 To reflect I'IOIHIMd and UMful accumullled depredabon 12,6g& 
s (14,498J 

c CONTRIBUTIONS IN AID OF CONSTRUCTIONlCIA.f) 

1. To reflect CIAC al10/31/97 s . (7 ,044) 

D. 

1. To reflect ac::c:u'~Uatld deprec31ion at 10131/97 1nduding 
poat teat year plant lddrtlon s (1 1_,655) 

E. AMORTIZATION OF CIAC 

1. Amortization ot CIAC C 12/31/97 s 361 

F. WORKJNG CAPITAL ALLOWANCE 

1. To reflect 1/8 c4 operation and mal~ expenae s 3, 287 



Bl"F CORPOAATION SCHEDULE NO. 2 
SCHEDULE OF CAPITAL STRUCTURE DOCKET NO. 971182-SU 
TEST YEAR ENDED OCTOBER 31 . 1997 

ADJUSTED PRO RATA RECONCIL· 
STAFF ADJUST 8ALANCE ADJUST IATION TO PERCENT WEIGHTED 

PER UTILITY TOUTIL BAL. PER STAFF PER STAFF RATE BASE OF TOTAl COST COST_ 

COMMON EQUITY s 105.964 s 0 s 105.964 s (12.435) 93.529 47 15% 9.14% 4 31% • LONG-TERM DEBT 79.548 33.066 117.614 (13 .. 783) 103.831 52.34% 9 .75% 5.10% 

PREFERRED EQUITY 0 0 0 0.()0% 0.00% 0.00% 

CUSTOMER DEPOSITS 1,020 0 1.020 0 1,020 0.51% 6.00% 0.03% 

RETAINED EARNINGS 0 0 0 0.00% 0.00% 0 IXl'lo 

N 
\/) CAPITAL STOCK 0 0 0 0.00% 0.00% 000% 

PAID IN CAPITAL 0 0 0 0.00% 0.00% 0.00% 

OTHER ~ 0 0 0.00% 0.00% 0.()0% 

TOTAL s 186.532 $ 33.066 224.598 $ (26.218) 198,330 100.00% I 9.44%1 

• 
RANGE OF REASONASLENESS LOW HIGH 

RETURN ON EQUITY 9.14% 11.14% 

OVERALL RATE OF RETURN 9.44% 10.33% 



• • 
BFF CORPORATION SCHEDULE NO 3 

SCHEDULE OF WASTEWATER OPERATING INCOME DOCKET NO 97 1182-SU 
TEST YEAR ENDED OCTOBER 31, 1997 

STAFF ADJUST 
TEST YEAR STAFF ADJ. ADJUSTED FOR TOTAL 
PER UTILITY TC' UTILITY TEST YEAR INCREASE PER STAFF 

OPERATING R.EVENUES s 41 536 $ 1,2I!_ A $ 42,807 $ 1~!..876 F $ 59.~ 

39.42% 

OPERATING EXPENSES: 

OPERATION AND t..WNTENANCE $ :: ... o.8 $ (7.753) B $ 26.295 $ 0 26,295 

DEPRECIATION (NET) 5,916 6.890 c 12 806 0 12.806 

AMORTIZATION (CIAC) 0 (1.425) D (1.425) 0 (1.425) 

TAXES OTHER THAN INCOME 2,443 T7E 2,520 760 G 3.280 

INCOME TAXES 0 0 0 0 0 

TOTAL OPERATING EXPENSES $ 42,407 '--~2!.!) $ - 40,196 $ 760 $ 40.956 

OPERATING INCOMEJ(LOSS) $ (871) $ 2,611 $ 18,727 

WASTEWATER RATE BASE s 226,669 $ 198,380 $ 198,380 

RATE OF RETURN .0.~~ 1 32% 9 44% 

. 3(). 



• 
BFF CORPORATION 
ADJUSTMENTS TO OPERATING INCOME 
TEST YEAR ENDED OCTOBER 31, 11187 

A OPERATING REVENUES 

1 To relied ICCIUed test )'NI revenue 
2. To relied annualiad- baNd on extsang rete• 

8 OPERATION AND MAINTENANCE EXPENSES 

2 

3. 

4 

s 

8 

7 

8 

9 

Contnldual ServicM (Mgmt) 
a. To relied alltlual ~~ r.e 

Conltac:lual ServicM (!!!!ins!l 
a Amllcalion lnlm plene 
b. To refiKI annual oonnc:tua1 emount 

ContrKtual SeMoN~ An!lpi!l 
a. ReaiiiiiiCitton plant 

Conltac:lual s.tva. (Op!t!lot) 
.. ~ lnlm plant 
b. To refiKI annual connc:cull wnount 

Contnldual SeMen ~Ita and ~lntenanc:e) 
a. Rtda$11Gibi plant 

~IOty COtMiiaalon ~ 
a. To relied re• cue NiiiQ amotlll*' .,_ 4 ye.,.. 

10. ~Expen!! 
a. Rodllilbtion lnlm plant 
b. Relied 6 yeer IIITIOtliutlon on the reclasllft«j expenae lnlm 

plant 
c:. To temOValegal cocta aNOC:Iet.d wfth DEP fines 
cl Rodlulbtion to~ MMcn (legal) 
e. Rodlulllc:adon to plant 
f. To refiKI 5 YN" IIITIOtliullou ol repen and~·~· 

wNch .,. noc ~ lof IIIIa ut11o1y on • !l(linOoiOIWlltd balls 

9 Toremcwe~~ 

" To relied the cost ol DEP permit arnonued .,_ 6 ye•ra 

TOTAL 0 & M ADJUSTMENTS 

• 
SCHEDULE NO 3A 
PAGE I OF 2 
DOCKET NO 1171182·SU 

WASTEWAT£8 

s 800 
471 

s 1,271 

s 2,433 

(1,1146) 
s 487 

s 431 . 

s (3,800J 

s e 
s 17 

308 
s 3M 

$ ..!.!! 

s 373 
992 

s 1,385 

s 81!, 

s 50 

s 2.1115 

(2,252) 
(5.1132) 

(401) 
(433) 

(1 .15110} 
(741) 
240 

s t~~ 
( (7,7~ 



• 
I II I 1; 1 1111'()1(1\ 1 IU N 

AOJUS f MENTS TO OPERATING INCOME 
TEST YEAR ENDED OCTOBER 31. 1997 

C DEPRECIATION EXPENSE 

1. Tesl year deJ'(ecialloo net ol non·uaed and uaelul doJ'(oclation 
2. OoJl(0011loo on post teat year llddillons 

D AMORTIZATION EXPENSE (CIAC) 

1. To retied test year 8tllOIIIzation o1 CIAC 

E TAXES OTHER THAN INCOME 

To retlea regulltoty U$OS$IMnl '" 0 4 .5% on test year revenue 

F OPERATING REVENUES 

1. To retied oncteaae in twvenue r~ to ct:NOf 

expenaea and allow recommended rate ol return 

G. TAXES OTHER THAN INCOME 

To retied t-ouletory asaesamaniiH at 4.5% 
on inere .. a In revenue 

• 
SCHE:DULE ~!0 3A 
PAGE 20F 2 
DOCKET NO 971182·SU 

s 5.929 
961 

s~.eeo 

s (1,.425) 

s_ 11 

$ _!!..876 

s 760 



• 
Uf I <.:OHPORATION 
ANALYSIS OF WASTEWATER OPERATION AND 

MAINTENANCE EXPENSE 
TEST YEAR ENDE.D OCTOBER 31, 1997 

1701 SALARIES AND WAGES · EMPLOYEES 
1703 SALARIES AN.D WAGES · OFFICERS 
1704 PENSIONS AND BENEFITS 
1710 PURCHASED SEWAGE TREATMENT 
1711 SLUDGE REMOVAL 
~15 PURCHASED POWER 
1718 FUEL FOR POWER PRODUCTION 
1718 CHEMICALS 
1720 MATERIALS AND SUPPLIES 
1730 CONTRACTUAL SERVICES (MGMT) 
t731 CONTRACTUAL SERVICES (LEGAL) 
1735 CONTRACTUAL SERVICES (TESTING) 
1735 CONTRACTUAL SERVICES (SLUDGE ANAL.) 
1735 CONTRACTUAL SERVICeS (OPERATOR) 

TOTAL 
PER UTIL. 

s 0 
0 
0 
0 

1,739 
2,574 

0 
667 
501 

12,000 
890 
539 

0 
3,111 

1736 CONTRACTUAL SERVICES (REPAIRS & MAINT.) 1,765 
1740RENTS 0 
t 750 TRANSPORTATION EXPENSE 0 
1755 INSURANCE EXPENSE 0 
1785 REGULATORY COMMISSION EXPENSE 0 
tno BAD DEBT EXPENSE 0 
1775 MISCELLANEOUS EXPENSES 10,262 

s 34,048 

.J J. 

s 

s 

• 
SCHEDULE NO 38 
DOCKET NO 971182-SU 

STAFF TOTAL 
ADJUST. PER STAF 

0 s 0 
0 0 
0 0 
0 0 

487 (11 i .226 
0 2,574 
0 0 
0 667 

431 (21 932 
(3,800)(31 8.400 

401 (41 1,291 
385 (51 924 
185 (81 185 

1,385 (7) 4,478 
837 (8J 2,402 

0 0 
0 0 
0 0 

50 (91 50 
0 0 

@.._094)(101 s 2,168 

(7,753) $(- - 26;295 J 



• 
BFF CORPORATION 
SCHEOULE OF RATE CASE EXPENSE RATE 

REDUCTION AFTER FOUR YEARS 
TEST YEAR ENDED OCTOBER 31.1997 

MONTHLY RATES 

RESIDENTIAL AND GENERAL SERVICE 

BASE FACILITY CHARGE: 
Meter Size: 

ALL SIZES 

RESIDENTIAL GALLONAGE CHARGE 
PER 1,000 GALLONS 

$ 

$ 

-34-

• 

STAFF RECOMM 
RATES 

26.35 

5.72 

SCHEDULE NO. 4 
DOCKET NO. 971182-SU 

$ 

$ 

RATE 
DECREASE 

002 

0.01 



caae Report 
Re: BFP/Sandlin Wo~ 
Paqe Piva 

5. PROPQTY OWHEBB: 

• 
Kr. Charl- DeKeru:ea 
B.P.l'. COrporation 
P.O. Box !5220 
ocala, 1'L 34478 

6. usxs or DEPARX'Jmll JJJB%sp:rc:noH: 
waatevater Treataant Facility 

7. ACCOQHTIH<i Ol C05'1'S AHJ) PP!!Ifs.=: 

• 1\ c tachr.1an t ,, 
Page 1 of 2 

Hr:. Robert Birenbaum 
B.l'.P. Corporation 
1940 sw 67th Avenue 
lliaa.i, 1'L 33156 

$1, ooo baaed on the COIIPlexit:) ot the caae. 
a • axJ. BEI0EVMT pcx;mmn:s AU A'!'TAcznm A3 roxJqws: 

1:. october 20, 1919 

2 . Auquat 3 1 1993 . 

3 . Pabruary 18, 1994 
4. April I, 1994 
5. April 14, 1994 

6. April 26, 1994 

7. Kay 26, 1994 

8. June 6, 1994 
9. June 15, 1994 
10. ,rune 21, 1994 
11. June 22, 1994 

12. October 24, 1994 
13. Nov&llbar 3, 1994 

14. Novaabar 14, 1994 
15. Nov-bar 14, 1994 
16. Novaabar 17, 1994 
17. November 19, 1994 

18. December 6, 1994 
19. December 28, 1994 
20 . January 6, 1995 

21. April 6, 1995 

- Operation Permit 
#0042-170444 

- Warn.inq Latter 
#93-0028DW42SWD 

- Parait Koditication 
- Bnqineer Corr.-pon4anca 
- DEP letter to Marion 

COunty PBO raqu-tinq 
ae~atoriua on Saver 
c:onneation.. 

- Abnora&l Evant (loaa ot 
ablida) 

- Conatruction Parmi t 
#DC42-2484,33 

- D&Hanzea AUthorization 
- Operator r-iqnation. 
- Marion CPBU Inapection Report 
- Short Porm conaant Order 

#94-207l 
- DEP Inapection Report 
- Warninq Latter 

#WL94-00590W42SWD 
- DEP Inapection Report 
- Convaraation Record 
- B. I'. I'., COrp . Reaponae to WL 
- Abnormal Evant ( lo.. ot 

aolida) 
- Converaation Record 
- Panait Denial 
- Noncompliance aeetinq (Notes 

and Penalty Computati on 
Workabeet) 

- Marion CPKU Inspection Repor t 

- J j -



• ca•e Report 
Woocla Re: BFF/Sanc1lin 

Paqe Six 

22. Kay u, 199!5 
23. Kay 1.!5 , 199!5 
:u. Kay u, 1995 

2!5. June 5, U95 
26. June 11, 119!5 

27. Jul.y 27, 199!5 

28. Auqu.at 23, 1J9!5 
29. Auquat 21, 1Jt5 

30. Sept••bu' u, 1Jt!5 
31. Septnber u, au 
32. Septnber 12, 1915 
33. Septnh4ar 21, 119!5 
34. Sapte•h4ar 21, 1995 

3!5 . October 3, au • 36. October 10, 199!5 

3 7. october 24, 199!5· 
38. October 25, 1951!5 
39. January 22, 1996 

40. February 22, 1996 

41. March 6, 1996 
42. April 15, 1.996 
43. May 2, 1996 

44. May 9, 1996 

45. Kay 20, 1996 
46. May 20, 1996 
47 . May 22, 1996 
48. June 3, U96 

49. June 17, 1996 
50. June 26, 1996 

51. July J , 1 996 

52. July 18 , 1996 
53. SeptiUD.bar 17, 1996 

Rona ld R. King , tnvast1qator 
Environmental Specialist 

•
Attacnr.tent A 
Pa ge 2 of 2 

- PerJlittinq ... tinq Hot-
- DEP IMpection Jlaport 
- Abnoraal ~t (lo•• ot 

aollc1a) 
- conversation Jt.aoorc1 
- Abnonaal. heDt (lo•• ot 

aollc1a) 
- •otice of! Attorney 

Rapranntation 
- DEP ID8peat.icm bport 
- Abnoraal KveDt (lo•• ot 

- Facili OVerview 
•olic1a~ 
•onoaap Latter 

- DEP Oeoteatmiaal. Report 
- Saver lklratoriua Inquire 
- Attorney Corrupondance to 

OGC 
- II. P. P. Ralrpcm.M to HC Lattar 
- OGC aa.pcmaa to Attorney 

- ll.arion CPBO XDIIpac:tion Report 
- Perait Denial •otic• 
- Attorney Di.8po•ition 

- 36 -

canriraation 
Abnoraal KVaut (lo•• ot 
•olic1a) 
DEP Xnapac:tion bport 
P'ropo•ac1 STP Illprovatant.a 
DEP a.;u .. t tor Additional 
IntoraatiQn - Bntorclllllant 
I•ll\1&8 J ' . 
Entorceaant 118etinq 
Contiraation Lattar 
Entorcn•nt Kaatinq Not .. 
Facility overview. 
Noncaapliance Latter 
B.P. F. reply (co.ntaina 

fraudulent rac:ord) 
Tax Recorda cover Lattar 
Financial Analyaia Raquaat 
vith Pana~ty COllpUtation 
Workabeet 
BPl' Reply to RaqU .. t tor 
Additional rntormation 
Financial COndition Analysis 
DEP civ il Suit Lattar 

' 



• • Attachment IJ 

WASTEWATER TREATMENT PLaNT OS£0 ANp OSEfQL PAIA 

Docket No. ~PUU-SII Utility a.r.:. CORPORATION Date OCT. 
1 ) Capacity ot Plant 20.000 gallons 
21 Ma ximWD Daily Flow 16.000 .. gallons 
3 ) Average Odl y flow p .ooo gallons 
41 Fi re Flow Requi rements NOT APDTICABLE gallons 
51 Marqin Reserve qallons · Not to exceed 20\ ot present c s:omers 

a l Test Year Customers in ERC'a · Beqin _____ End __ Av . 
b) Customer Growth Us inq Reqreasion Analyais in ERC's tor Host Recent 5 Years Including Test Year 
cJ Construction Time tor Additiond Capacity 

--:-... 3~ r 
( b ) X ( C) X ( A ) J ___ qallons per day 

61 Excessive Infiltration qallons per day 

9"1 

per day 

per day 

per day 

per day 

per day 

Years 

a l ~Amount ------- qa41ons per day ______ \ ot Av . Dai ly f low 
bl Retsontblc Amount qal1ons per day ______ \ o! Av . Da tly Flow 
cl Excessive Amount ------- gallons per day ______ \ o! Av. Datly fl ow • 

PERCENT IISEp ANp gSEfUL fORMULA 

•---x8~5-~ Used and Uae!ul 

••The 31 days of !low data averaged .016 mg/d. But, there were 5 consect lve da ys o! flow data which averaqed .017 ~q/d. 

~ore: Because o! PEP' s regulat ions, the used and useful calculat lon ~1 :~: ' F=•Y field is 100\. 

Ibi • i• a calculated al.ta;natin without aara1n n••rD · 

tn;:.neer 

- 37 -



• • 
Attachment C 

WASTEWaTER QQLLECIION SYStEM QSEQ AHD QSEFQL QAIA 

Docket No. 971! 82-SQ Ut ility B.f.F. CQRPQBATION Date OCT . 97 

l l Capac1t y_lll £RC' s !Number of potential cu1tomera without expanaion) 
21 Number o! I£.ii n;as COnnection& -----"~------- day 

a) Beqin Test Year --------ZIA------ tRC'1 
bl End Teat Year--------------~~---------- ERC'a 
c) Aver aqe Te1t Year -----~------ tRC'a 

3 ) Harqin Reserve ---------¥-------- ERC'I 
a)C.utomer Growth Ud.nq Reqresdon Analyli.• in ERC' s for Host Recent 5 Yean Includinq Teat Year ERC' s 
b)Construction TiDe for Additional CApacity Years 

(a ) x l b l • __ ERe's Marqin Reserve 

PERCENT QS£1) AND QSEEUL EPRMQLA 

12 + 31 
1 • __ 8~3 _____ , Used and Useful 

thil i1 I galculatecf alt;amatiye !f'it.hputi &trqin r91erye • 

----------------------------- Enqineer 

- 38 -
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