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BEl-ORE THE FLORilJA PUBLIC SERVICE COt1HISSIO!l 

In re: Investigation of water rates 
of BCD INDUSTRIES, INC. in Osceola 
County for poss1ble overearnings 

DOCKET NO . 910658-WU 
ORDER NO. 24818 
ISSUED: 7/15/91 

The follow1ng Commissioners participated in the disposi ion of 
this matter : 

Ttl0t1AS M. BEARD, Chairman 
J. TERRY DEASON 

BE'M'Y EASLEY 
MICHAEL McK . WILSON 

OBQEB INITIATING INVESTIGATION INTO BATES AND 
CHARGES AND l1AK!lJG REVENUES SUBJECT TO REFUND 

BY 'IIIE COMMISSION: 

BCD Industries , Inc . (BCD or the util ity) provides water and 
waste\.,.ater service to customers in Osceola County. Thls docket 

concerns only the prov1sion ot water service. BCD's provis1on o t 

water service is authorized by this Commission pursuant t o 

Certificate Ho . 122-W. The current rates in effect for the ut1l1ty 
were established in Order No . 22857 , issued April 26, 19 9 0 . 

Section ) 67 .082 , flor1da Statutes , authorizes the Conn1 ss i o n 
to initiate an invest1gation of a utility ' s earnings upo n a 
prelimin ~ ry demonstration that the utility is earntng a rate o t 

return which is outside the range of reasonableness . To the extent 

that the achl<'Ved rate of return exceeds the required rate o f 
return applied to an average investment rate base or an end- o t ­
period investment rate base, the Commission m y require revenues o 

be collected subject to refund during the investigation . Sectio n 
367 . 082(1) , (5) , Florida Statutes . We heret:-y initiate an 

inves t igation of this utility ' s earn ings for water service . 1he 
t es t year for the investigation s hall be the t est year ended 
December 31, 1990 . 

Based on our adjusted desk audit of BCD ' s 1990 Annual Repo rt 
and partial audit informat1on, which indicate that the utility i s 
earning a n overall rate of return of 29.19 percent, it appears that 

BCD is chieving a rate of return in excess of the return 
aulhorized in Order No . 22857 . According to our preliminary 
calculations, the utility's average water ratu base is $95,04 6 a s 
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of December 31, 1990 . Rate base components wore updated from those 

levels established in Order No. 22857. No additions to pldnt or 

retirements will Lc considered until a staff audit is complete. 

Rate base is shown on Schedule 1 and adjustments thereto arc shown 

on Schedule 1-A . 

The partial audit reflect s gross annual r evenues of $29~,908 . 

An adj ustment was made to annualize revenue~ collected from Florida 

Commun ity Services (City of Kissimmee} f r om January, 1991 through 

May, 1991 and add the revenues to t hose of BCO ' s other customers 

from January, 1990 to December, 1990. Florida Community Services 

is a temporary customer whose revenue was not considered in the 

most recent staff- assisted rate case because service was supposed 

to have ceased shortly after that rate case closed in April, 1990 . 

Based on that adjustment, we used a test year operat1ng revenue of 

$81,735 . 

I 

After adjustments to account for a misclassified regulato ry 

assessment fee , to reflect appropria t e amoun ts of depreciation and I 
amortization of contributions- in- aid- of-construction (CIAC} for the 

test year, to reflect the appropriate amount of regulatory 

assessment fees, and to reflect the appropriate amount of income 

tax associated with an 11 . 46 percent return on test year rate base, 

we calculated test year operating expenses to be $53,990, resulting 

in a test year operating income of $27,745 . These calculatio ns 

indicate BCD is earning a 29 . 19 percent return on rate base, which 

exceeds the ceiling of its authorized rate of return range of 11 .4 6 

percent . Therefore, it appears BCD is exceeding a re sonable rate 

of r e turn \-li th an estimated $17,64 7 in overearnings for 1990 . 

Operating income is shown o n Schedule 2, with adjustments shown on 

Sch edu le 2-A . 

INTERIM CONDITIONS 

The utility is hereby authorized to continue charging its 

existing rates and charges pending the outcome of this 

i nvestigation . The utility ' s continued collection of its existing 

r ates and charges for water ser vice render ed on or after June 25 , 

1991 , the date the Commission voted to authorize the investigation, 

shall be subject to refund with interest calculated pursuant to 

Ru le 25- 30 . 360 ( 4) , Florida Administ rative Code . As previously 

stated , the utility appears to be overearn ing by $17 , 647 annually. 
Therefore, those rates that generate in e xcess of $5,341 per month, I 
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which represents one-t welfth of our calculated r e venue requirement, 

shal l be collected s ubject t o refund with interest. 

SECURITY 

BCD must s ubmit for our staff ' s approval both the secur i ty for 
a potential refund a nd a copy of the proposed customer notice 
within t hirty d ays of the date of t his Order . Tho security s hall 
be in the form of a bond or letter of credit in the amount of 

$12 , 274 . Alternatively, the utility shall establish an escr ow 
account with an i ndependent financial ins titution. 

If the utility chooses a bond as security, the bond s hall 

contain wording to the effect that i t will be t erminated only under 

the fol lowing conditions: 

1) The Commission f i nds that the utility is not 
overearning ; or 

2) If the Commission does find that the utility is 
over earning, the utility s hall refund the amount 
collected that is a ttributable to the overearnings . 

The util ity s hall maintain a record of the amount of the bond and 

the amount of the revenues that a r e s ubject to refund. 

If the utility c hooses a letter of credit as a secur ity , it 
s hall contain the following conditions: 

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

2) The letter of credit wi ll be i n effect until a final 
Commission order is rendered, either finding that the 
utility is overearn i ng and ordering a refund, or finding 
that the utility is not overearning. 

If security is provided through an esc row agreement, the 

fo llowing cond i t ions s hall be part of the agreement: 

1) No refunds in the escrow account may be withdrawn by the 
utility without express approva l of the Commission . 

2) The escrow account shall be an interest bearing account. 
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3) If a refund to the customers is required, all interest 
earned by the escrow account shall be distributed to the 
customers . 

4) If a refund to the c us t omer s is not r equired , the 
interest earned by the escrow account shall revert to the 
utility. 

5) All information on the escrow account shall be ava1lable 
from the holder of the escrow account to a Comrnia sion 
representative at all times . 

6) The amount of revenue subject to refund shall be 
d e posited in the escrow account within seven d a ys of 
receipt. 

I 

7) This e s crow account is established by the directio n of 
the Florida Public Service Commission fot· the purpose ( s) 
set for th i n its order requiring such account . Purs uan I 
to Cons entino v. Elson , 263 So . 2d 25 3 (Fla . 3d DCA 
1 972) , escrow accounts are not s ubject to garnis hment. 

In no i nstance shall the mainte nance and adminis tra tive cost s 
associated with the refund be borne by the c ustomers. These costs 
are the responsibilitJ of, a nd s hall be borne by, the utility . 
Irrespective of the form of security chosen by the utility, an 
account of all monies received for water service s hould be 
maintained by the utility. This account must s pecity by whom a nd o n 
whose behal f such monies were paid . In addition, during this 
overearnings investigation, the utility shall file repo rts with the 
Division of Records a nd Reporting no later than 20 days a fter e ach 
monthly billing detailing t he revenue for water service during the 
previous month. If a r efund is ultimately required, it shall be 
paid with interest calculated pursuant to Rule 2 5 -30 . 360 (4 ) , 
Florida Administrative Code . 

Based on he foregoing , it is therefore 

ORDERED by the Florida Public Service Commission tha t a n 
investigation of the water rates a nd c harges of BCD Indus t r 1es , 
I nc . s hall be initiated. I t is further 

ORDERED that the utility ' s continued col l ection of its 
existing rates a nd charges for wa ter service rendered on or afte r I 
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June 25 , 1991, shall be subject to refund with interest calculated 

pursuant to Rule 25-30 . 360( 4), Florida Administrative Code , to the 

extent set forth i n the body of this Order. It is further 

ORDERED that the utility s hal l file a bond or letter of credit 

with the Commission in the amount of $12,274 , to secure the 

potential refund of anticipated overearninqs. In the alternative, 

the utility s hal l escrow revenues in excess of $ 5 , 341 per month . 

The bond, letter of c redit , or escrow agreement shall be filed \lith 

the Commission within thirty days of the date of this Order. It is 

further 

ORDERED that no later than twenty days after each billing, the 

utility shall file reports with the Commission's Division o f 

Records and Reporting detailing the revenue for water service 

during the previous month as set forth in the body of t his Orde r. 

It i s further 

ORDERED that thi~ docket shall remain open. 

By ORDER of the Florida Pub lic Serv ice Commission , this 15 t h 

day of J ULY 199 1 

(SEAL) 

MJL 
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NOTICE OF FUBTHER PROCEEDINGS OR JUDICIAL REVIE\v 

The Florida Public Service Commission is required by Section 
120 . 59(4) , Florida Statutes, to notify parties of any 

administrative h earing or judicial review of Commission orders that 
is available under Sections 120.57 or 120 . 68, Florida Statutes, as 

well as the procedures and timo limits t hat apply. This notice 
should not be construed to mean all r equest s for an administrative 

hearing or judicial review will be granted or result in the relief 
sought. 

I 

Any party adversely affected by this order, which is 
preliminary, procedural or intermediate i n nature, may request : 1) 

reconsideration within 10 days pursuant to Rule 25-22.038(2), 
Florida Administrative Code, ~f issued by a Prehearing Officer ; 2) 
reconsideration within 15 days pursuant to Rule 25-22.060, Florida 

Administrative Code, if issued by the Commission; or 3) judicial 
review by the Florida Supreme Court, in the case of an electric, 

gas ot telephone utility, or the First District Court of Appeal, in I 
the case of a water or sewer utility . A motion for reconsideration 
shall be fi led with the Director , Division of Records and 

Reporting, in the form prescribed by Rule 25-22.060, Florida 

Administrative Code . Judicial review of a preliminary, procedural 
or intermediate ruling or order is available if review of the final 
action will not provide an adequate remedy . Such review may be 

requested from the appropriate court, as described above, pursuant 
to Rule 9 . 100, Florida Rules of Appellate Procedure. 

I 
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BCD INDUSTRIES. INC. 
OOCK£T NO. 910658-W 
TESf YEAR ENDED DECEM8ER 31, 1990 

Account Tl t 1 o 

······-····· 
Depreciable Plant In Service 

Land/Nondepreciable Asseta 

ANortltable Plant (Org•nl zatlon) 

Contributions In Aid of Construct iOn 

Acc~lated Depreciation 

AccURUlated Arcrtlzatlon (Oroant ut ton) 

Acc~.n~~lated Mort Iutton of CIAC 

\lor lng Capital Allowance 

RAH BASE 

l!ollanee 
per 

Ut 111 ty ....... 
Sl2S.l55 

1.0U 

0 

(V9. 686) 

(18.258) 

0 

42, 105 

0 

·---·-·---
$96.358 

Coenlsslon 
AdJustmcnts 

to Utility 
l!olhnce 

.........•. 

(S9.00l )A 

0 

0 

(1.659)8 

4,198 c 

0 

(31)D 

5.187 r 
·---------· 

(SI,312) ....... 

l!ollance 
per 

tnlon . ...•...•.... 

$216.1~ 

7,042 

( 101.34S) 

(14,0£.0) 

0 

42 .068 

5. 187 

$95,046 

SCHEDULE NO. I 
RAT£ BASE 
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BCD INDUSTRIES. INC. 
OOCK£T "0 . 910658-W 
TEST YLAR ENDED DECCKBER 31. 1990 

A DEPRECIABLE PLAHT IH SERVICE: 

I To remove unveri f ied plant addi t ions 

8 COHTRJBUTIO~S IN AID OF CONSTRUCTION (CIAC) 

1. To remove CIAC essoclated vlth unver ified plant 

C ACCUMULATED DEPRECIATION 

To remove eccu=ulated depreciat ion associated 
with unverified plant 

2. Test year averaging edJust~nt 

0 ACCUMULATED AHORliZATION OF CIAC. 

To edJust accumulated aMOrtization of CIAC 
to appropriate balance TY£ 12/31/90 

2. Test year averaging ldjus~t 

E. \IORKI HG CAPITAL ALLOWANCE 

1. To ref lect vorklng capi tal ellow1nce b4~ed 
on one-eighth of o&K e~penaea 

TOTAL ADJUSTMENTS: 

WATER 

(9. 001) 

( 1.659) 

76 
4 ,122 

1.649 
( 1.686) 

(37) 

5.187 

(1.312) 
•.•...•.• 

SCHEDULE hO lA 
ADJOST"EHTS TO 

RATE BAS£ 

I 

I 

I 
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BCD INDUSTRIES. INC 
DOCKET hO. 910658· 

TEST YEAR ENDED DECCKSER 31 . 1990 

Operating Revenues 

Operati ng Expenses : 

-------------------
Ope rat I on and Maintenance 
Depreciation 

Amort ization 
Taxes Ot her Than Income 

Income lues 

Totel Operetlng Expenses 

Operet1ng I ncane (LOSS) 

Rete Base 

Rate of Return 

Inion 
&.llanee Adjusll'lents 

Per tO Ut lilly 
Utility Balance ....... .....•.... 

SZ94,908 ($213.173) A 

$44 .848 U3.3~) 8 

5.128 ( 564) c 
0 0 

5.911 99 0 
16.368 ( 14, U6) ( 

S72.2~S (S18.Z6S) 
............. 
\l22.6~ (S194 .908) 

$96.358 

231 07X ....... 

!eat Year 

Balance 
per Ccm. 
.._ ....... 

$81.735 

$41.494 
4, 564 

0 
6.010 
1.92l 

····-··-· 
\ 53 •• •90 

··-·--·-· 
SZ1 ,745 

S95,046 

29.19X . ...... 

CO"" I SSIOn 

AdJusu•,..nt' 
fo r lnerea e . ............ 

(.S17.£J7) 

so 
0 
0 

s::~<!.Ouu r.o z 
OPlll-'1 11•G I tC.Ih 

\;,\l[ll 

Balilntt 
per l'lll'n • . ........ 

f \ £4.008 

\J I.4J~ 

4,5&4 

0 
(1!)4) G 5,2!6 

0 J,Cll'l 

IS7 ~ I \ 5.U9& 

( Sl b.6!.3) HO.!IJi." 

\·~.C!!i 

:I ~&X 
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8CO !HOUSTR!(S, INC. 
DOCKET HO. 910658· 
TEST YEAR ENDED DECEKBER 31. 199D 

A OPERATI NG REVENUES: 

I. To add unrecorded revenue per preliminary 
eudlt 

Z. To renove Florida ~ntty revenue froa 
TYE December 31. 1990 

3. To add annuall led 1991 revenue from rlorlda 
Coromunltlea 

Subtotal 

B. OPERATION AIID MAINTEHAHCE OPENSES 

1. To remove regulatory asses~nt fees 

C. DEPRECIATION EXPENSE 

Adjus~nt to reflect test year depreciation 
expense 

2. Adjus~nt to reflect test year aaort lzatton 

Subtotal 

D. TAXES OTHER THAN INCOME 

To recor ' t axes associated wi th regulatory 
4ssessment fees 

E. INCOME TAXES : 

I . To remove Income tax expense associated with 
decrease In operating lnCOIIIe 

F. OPERATING REVENUES . 

I. To reflect ~lsston's approved 
revenue decrease 

G. TAXES OTHER THAH INCOME. 

I . To reflect the decrease In regulatory asses~nt 
fees associated wllh eo.nuston's approYed 
revenue decrease 

IIAT[R 

3,513 

(249,780) 

3Z.993 

(213.173) 
......... 

(838) 
274 

(51>') 

99 

(17 . 647) ........ 

(194) 
.......... 

SCH£0 .E I,Q z;. 
AD.J;JSIM(NIS lC 

CP(II.U I'•G p,(o;.t[ 

I 

I 
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