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TO: 

• • REC =JVED 

FLORIDA PUBLIC SBRVICB COfOUSSION 
capital Circle Office Center • 2540 Shumard Oak Boulevard 

Tallal:wssee, Plo,rida 32399-0850 

ti.Bti 2B 6HI21ltl 

July 24, 1997 

DIRECTOR, DIVISION OP RBCORDS 

PROM : DIVISION OP MATBR • W~ATBR ~~~~~~~_fi~~~s)6 

RB: 

DIVISION OP LBaAL SBRVI CBS ( BRimsJUJ:IR 

DOCICBT NO. t'70~'7-WO W .B. B. , INC. 
APPLICATION POR ALLOW-'NCB POn FUNDS PRUDBNTLY INVESTeD 
COUNTY: LAXB 

ADGOS1 5, 1997 - RI!GOl..AR AGENDA - PROPOSED AGBNCY ACTION 
- .INTBR88TBD PBRSONS HAY PART I CI PATB 

CRITICAL DATBS : 

SPBCIAL INSTROCfiONS: I 1 \PSC\WAM\WP\970397NU .R01 

CASB BACKGROUND 

W.B.B . Utilities, Inc. (W. B.B. or util i ty) is a Class C 
util i ty providing water service in Lake County. AC(:ord ing to ! ts 
December 31, 1996 annual report, the utility was serving 31 
residential cust omers. The utility reported i n it' s Decemb~r 31, 
1996, annual report operating revenues of $11,291 and a net 
operating loss o f $4,554 . 

On December 18, 1996, in Docket No. 961498 -WU, the utility 
filed proposed tariffs along with an appl ica tion for authority to 
increase i ts service availability charges a nd initi1te allowance 
for funds prudently invested (AFPI) charges pursuant to Sec tion 
367.091, Plorida Statutes, and Rules 25-30.565 and 25 · 30 . 434 , 
Plorida Administrative Code, respectively. The teot year was the 
t welve month period ending December 31, 1995. The uLility 
requested approval o f a revised main extension charge and plant 
capacity charge . The utility also, requested AFPI charges to cover 
no n-used a nd ~seful plant . By letter dated Marc h 24, 1997, the 
utility wi thdrew its request for APPI charges, after determining 
that the newly constructed plant was l OOt used and useful. By 
Order No. PSC-97-0598-POP-WU, issued Hay 23, 1997 , the uti li ty was 
granted a revised service availability charge for the ~in 

extension and the plant capacity charge . o~e~·~· ~ a&O-~l70~98 -
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• 
FOF-WU also acknowledged the utility's notice of voluntary 
withdrawal of its APPI application. 

On March 31, 1997, W.B.B. Utilities filed a limited proceed ing 
pursuant to Section 367.0822, Florida Statutes, to increase i ta 
rate base to include the cost of the newly constructed plant. Test 
year was t he twelve month period ended December 31, 1996. The 
utility paid the appropriate filing fee for a limited proceeding 
pursuant to Section 25-30.030 (2)0, Florida Administ rat i ve Code. 
However, it was determined that the new plant is fire fl ow fo r 
future customers. Tho utility constructed this plant to satisfy 
the county' s r equirements f or fire f low. Therefore, it was 
determined that it is appropriate for the utility t o apply fo r ~FPI 
charges to seek recovery of it's coots incurred. An application 
fee is not required. for an APPI proceeding. Therefore, by m~mo to 
the Division of Administration, otaff will request the refund of 
the utility's filing foe. In its petition, the utility is 
request ing AFPI charges for r ecovery of the carrying cost on the 
non-used end useful plsnt amount of $93,689. In preparation for 
this recommendation, staff haa reviewed the util i ~y·a records Cor 
compliance with Commission rul es and orders and determined 
components for r ate setting. 

The utility's service area ie designated ao a criti cal uoe 
area. Tho utility is under the jurisdiction of the St. Johns River 
Water Management District. This recommendation addresoes the 
utility'& requeot for APPI chargee. 
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DISCIJ$SION OF I SSUES 

ISSQE 1 : What percentage of the utility's water treatment plant 
and distribution eyatem is used and useful? 

RBC'(M(!!JfDA,TlQN; The water t reatment plant should be considered 72' 

used and useful and the water distribution system should be 
considered 42\ used and useful. (EDWARDS) 

STAff ANALYS I S: The mechanics of this system is primarily pump, 
chlorinate, and distribute. The utility's monthly opera tion 
reports (MORal for the test year were utilized t o calculate the 
used and useful percentages. These calculations appeared to ~c 
high (709 gpd per equivalent r•es identioll connection (ERCJ J in 
comparison to using t he standard 350 gpd per ERC factor. Howev~:. 
staff concluded that the high flow n :adinga were reasonable. 
Therefore, the HOR's high flow readings were utilized to calculate 
the used a.nd useful percentages. The service area is not built 
out. However, all of the service linea have been insta lled (~his 

includes a l l of the remaining available lots). It i s recommended 
that the water treatment plant be considered 72 \ used and useful, 
and the water distribution system be considered 42't used and useful 
(Attachment "2A & 29"). 

Wat.r Traatpept Pla~: The utility ' s water treatment facility h~s 
a designed flow C4pacity of 5~0 . 000 gallons per day (gpd). The 
design components consist o f t wo wells, hypomechanical chlorine 
injection system, and a 7,500-hydropneumatic tank. The housekeeping 
at the plant is satisfactory. At the time of the engineering field 
investigation, this facility appeared to be opcratirtg properly. 

Wat.r Pi•tribut i on Sv1t .. : The water distribution system consists 
of the following components : 6 inch PVC pipe, 4- inch PVC ptpc , 2 
inch mains, and 6 firo hydrants (in Phase II o r the development 
only). At the time of the engineering investigation, the 
distribution system ppoarod to bo operating propor:y. 

In conclusion, staff recommends that the water treatment 
plant be considered 72t used and useful and the water distribution 
system be considered 42\ used and useful (At tachment 2A & 29). 
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ISSQB 2: Wh.at are the appropriate adjustments to reflect non-used 
and useful plant in service? 

BBCOMMBNDATION: The Utility's plant-in -service should be reduced 
by $93,689 with a corr esponding adjustment to accumul<lted 
depreciation and depreciation expense of $3,255. !JOHNSON) 

STApp ANALYSIS: As discussed within Issue 1 of this 
reco:nmendation, staff rec0111111ends that the utility's water 
treatment plant is 72t used and useful and the distribut~on mains 
are 42t used and useful. As previously stated the utility is 
requesting AFPI charges for recovery of the carrying cost on the 
non-used and useful plant amount of $ 93 ,689. The utility 
constructed the plant to satisfy the county'c requirements for fire 
flow. 

It was determined that the new plant is fire fl ow for 
future customers and is, therefore, non-used and useful. The 
county required the utility to upgrade it's fire flow system to 
accommodate the 48 additional ERCe in phase II of the development. 
The existing customers presently reside in phase 1 of the 
development. Because it is the future customers that will benefit 
from the syst.em' s fire flow upgr11des, they 11re the appropr i11te 
cust.omers to seek reco· ery from. Therefore, it is appropriate ! or 
t;,he Utility to 11pply for AFPI charges to seek recovery o f it • s 
costs incurred. 

Accordingly, staff decreased utility plant-in-service by 
$93,689 with a corresponding reduction to accumul11ted depreciation 
and depreciation expense of $3,255. Staff recommends that these 
adjustments are reasonable and should be approved. 

- 4 -



• 
OOCXET NO. 970397-WO 
JULY 24 , 1!197 

• 
I8SUR 3 : What are the appropriate APPI charges for w. B.B. 
Utilities, lnc.? 

BECC!ItoSBHJlATION: The appropriate APPI charges are shown in Schedule 
No . 1-0. The charge ehall be $179.36 effective August, 1!1!17 and 
shall aar.umulate to $1,547.32 over a five year period. After the 
utility collects these charges from the 48 water ERCs. the charge 
should be diocontinued. (JOHNSON) 

STAPP ANALXSIS : An allowance for funds prudently invested (AFPil 
charge ie designed to allow the utility to recover a fair rate of 
return on a portion o f the plant facilities which were prudently 
construc ted, but exceed the amount necessary to serve current 
cust.orners. Thi s c harge a llows the recovery of carrying cost on the 
non-used and useful plant. This one-time charge is baaed on the 
number of ERCs and is generally applicable lo all future customers 
who have not already pre~id connection _ees. CIAC or customer 
advances. W.B.B. requeeted an APPI charge for the non-used and 
useful port1on of ita water transmission and distribut ion linea. 

The test year used in this case for establishing the 
amount o f non-used and useful plant is t he yea r ended Oecembor 
1996. Pursuant to Rule 25-30. 434 (4 l Florida Administrative C·odc , 
the beginning date for accruing tho APPI charge ohall agree with 
the month following the end o f tho test yaar that was used to 
est ablish the amount of non-used and useful plant . Therefore, the 
beginning date for accruing the AFPI charge in this case was 
January 19!17. However, the effective date of the ch .. rge is in 
August 1997. Pursuant to the rule, if any connections have been 
made between t he beginning date and the effective date of the 
charge, no AFPI will be collected from t hose connections. 

The cost o( the qualifying asset is the net plant ~oat 
removed from tho rate base. Tho capacity of the qualifying aooot 
is that portion left over after considering test year consumption, 
fire flow, and margin reserve, if appropriate. The number of 
future customers is calculated based on tho remaining capacity and 
the average usage of the current customers. 

Staff recommends that the AFPI chargoe on tne atta ched 
schedule 1-0 be approved. Staff has calculated APPI chargeo 
allowing carrying coste relative to the non-used and useful plant 
for tho 48 &RCa. The amount of the ~PPI charges oro based on the 
date future cuetomere connect. Staff recommends that the utility 
eolleet APPI ehargea •• 1hovn on Schedule 1•0, for the five year 
period ended December, 2001. The charge should be $179 .36 
effective August, 1!1!17, and accumulate to $1,547 .32 over a fJve 
year period. Carrying coats incurred beyond fJve yooro uhould be 
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considered excessive, unless the utility demonstrates extraordinary 
or unusual circumetances. After the utility collects these chaTges 
for the 48 water &RCa, tbe charge should be discontinued . 
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ISSQB • : Should the docket be c l osed? 

• 
f!BCC!ttmt!DATI<Jf: Yes, upon the expiration of the protest period, if 
no t imely protest is received from a substantial l y affected person 
within 21 days from the issuance of the Order, this docket should 
be c l osed administratively. (BRUBAKER) 

SIMP JU0LXSIS: Upon expiration of the protest period, U: no 
timely protest is received f rom a substantially affected person 
within 21 days from the issuance of the Order, this docket should 
be c l osed administratively. 
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W.B.B. UTILITIBS, INC. 
OOCKBT NO. 970397-WU Schedule l·A 

Allowance for Punds Prudently Lnvested 
Calcula tion or Carrying Costs for Bach BRC 

Information Needed 

1. coat of Qualifying Assets $ 

2 . capacity of Qualirying Assets 

3 . Number of Puture CUstomers 

4. Annual Depreciation Bxpense $ 

5. Rate of Return 

6. Weighted Cost of Equity 

7. Federal Income Tax Rate 

8. State Income Tax Rate 

9 . Annual Prope!'l:y Tax 

10 . Other Costs 

11 . Depreciation Rate of Assets 

12 . Teat Year 

$ 

$ 

93,689 

48 

48 

3,255 

9 . 30t 

l . lOt 

O. OOt 

5 . sot 

0 

0 

3 . 47t 

1996 

GPD 

BRC 



W.B.B. UTilffiES, INC. • • ~1·8 

DOCKET NO. 9703Q7·WU 

~ tot Ft.rodl Prudenlly lnlwtd 
Calc:ulld!on ot ~ eo.talor e.dl ERC: 

Coal or Qualifying Aattll: Q3,MQ Annuli OepredeUon E.q)enae 3.255 

OMded By Future ERC; 48 Fut!Ke ERC'a: 48 

Cosl/ERC 1.851.85 Annuli Oepr. C:O.Iper E.RC 87 81 

Multiply By RaW ol Relurft• 1130% ••••••••••• 

Annual Return Per ERC: 181.52 Annuli Propety Tu E.lq)enM 0 __ ...... F V!Ure ERC'a: 48 

Annuli Redl 'Cdon in Relum: 8.31 
(MnaA ~ Eq~e.,.. ........... Annuli Plq) Tu per ERC 000 

per ERC T1mH ~ ol Retum) ........... 

Fedelallu ~: 000% Welghled Coli ot E~ 1 10% 

Elfedlve SIMI Tu ~. 5~ OMded by RAI ol Relum Q3()% 

Tocal Tax Rete; 5~ % ot E.qully In Relum II 83% ...... _ . ._ ... ... ••.••.... 

Ellec:tlve Tax on Retum 085% OChet Colla· 0 

(~" nn.a Tu Rlll>l --····- FUIIn ERC'e 48 

Provlalon FOt T ex: 0.811% CollperERC 0.00 

(Tax on Retum/(1·Total Tu ~)) 
...... _ ... ...-. ....... 



W B.B UTIUTIES. INC. 
OOCI<ET NO. 970397-WU • • Sd>edule1.C 

Allowance f« Fundi Prudenlly I~ 
C•lc:ulallon ol C81rying Coel Pw ERC Pw Yev. 

1997 1998 1999 2000 2001 

Unlunded Other Coati: 0.00 000 000 000 0.00 

Unlvnded Annu81 Oepf~c 1!7.81 1!7.81 87.81 87 81 67 81 

Untunded PICI*IY Tu 000 0.00 0.00 0.00 000 --
Subtotal Unfunded Annu81 Expense: 1!7.81 1!7.81 87.81 1!7 81 87 81 

Unfunded ExpenMt Prior Year. 0.00 87.81 13583 203.o4<1 271 .25 

Total Unfunded Expenaea; 87.81 135.63 203 U 27125 33906 
.... - ·.-r• ·--- -···--··· ·---··· ........... Return on EX!* •• CWTW1I Yer. 11.31 631 8 31 8 3 1 8 31 

Ren.n on Expe-11w Prior Yer. 0.00 6.31 12 61 1892 2523 
Return on Plan! Currwnl Yev. 1111.52 175.22 16891 1112.60 15630 

Eamlng1 Prlof Yev. 0.00 187.83 393.13 817.52 1182.n 
Compound Eamlnga from Prior Yur. 0.00 17.47 311.56 57.43 1102• 

Tot81 Compounded Eamlnga: 187.63 393 13 8 17.52 882.n 1,130 a. 
&mlngs Expentlon F 8dor for Tax: 1.01 1.01 I 01 I 0 1 I 01 

R..,.._ ~ 10 Fund Eaminge: 180.12 395.M e21 n 868.71 1,138 63 
R..,.._ Reqund 10 Fund I:Jcpeo 1w· 1!7.111 135.81 203.U 27125 339.06 

SYbtotal: 256.93 531.41! 1125.20 1,1311.86 1.• ne9 
Divided by Fac10t lOt Gto.a R_.,.. Tu: 0.1155 0.1155 0.1155 OIISS 0955 

ERC C8nylng Coel for 1 Yer. 28$04 556.50 ~09 1.111388 1,54732 -- ......... ·····--·--- ......... ....... _ 



W.B.B. UTIL.ITIES, INC. • si EDULE NO. 1·0 
DOCKET NO. 970397-WU 

Allowance for Funds Prudently Invested 
Schedule of Charges: 

1997 1998 1999 2000 2001 

January 22.42 293.00 582.13 891 .55 1.223.15 
February 44.84 316.95 607.76 919.02 1,252.62 
March 67.26 340.91 633.40 946.49 1,282.09 
April 69.66 384.66 659.03 973.95 1,311 .56 
May 112.10 388.82 684.66 1,001.42 1,341 .03 

June 134.52 412.n 710.29 1,028.88 1,370.50 
July 156.94 436.73 735.93 1,056.35 1,399.97 

August 179.36 4e0.68 761 .56 1,083.82 1,429.44 
September 201.78 484.84 787.19 1,111 .28 1,458.91 
October 224.20 508.59 812.82 1,138.75 1,488.38 

November 246.62 532.54 838.46 1,166.21 1,517.85 
December 269.04 556.50 864.09 1,193.68 1,547.32 



• • 
(Attachment 2A) 

WATER TREATMENT PLANT USED AND USEfUL PAIA 

Docket No. 961498-WQ Utility W.B.B. QTILITIE5. INC. Date MAY 97 

l) 

2) 

3) 

4) 

5) 

capacity o f Plant 540 . 000 gallons per day 

Maximum Daily Flow 26.660 gallo ns per day 

Average Daily Flow 20.571 gallons psr day 

Fire Flow capacity 360 . 000 gallons per day 

al Needed Fire Flow 360 . 000 gallons per day 

Margin Reserve l .1!!l gallons per day 
• Not to e xc eed 20t of 
present customers 

a) Test Year Customers in ERC's · Begin --11 End_ll_ Av . _lj 

b) Customer Growth Using Regression Analysis in ERC's 

c) 

(b) 

for Most Recent 5 Years Including Test Year l, 3 E.BC • s 

Construction Time for Add itional Capacity 1,5 Yearo 

x (cJ x ( (ar J • 1,7!!3 gallons per day Margin Reserve 

6) Excessive Unaccounted for Water --~n~o~n&e ___ gallons per day 

a) Total Amount __ gallons per day _____ ·t of Av . Daily Flow 

bl Reasonable Amount _ gallons per day __ t of Av . Daily Flow 

c) Excessive Amount ___ gallons pe.r day _t of Av. Pail y Flow 

PERCENI USEP AND USEfUL FORMULA 

( !2 + 51 l 4a - 6 J 
•·----~2&2 ___ \ Used and Useful 

Engineer 
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(Attachment 2B) 

WATER DISTRIBQTION SYSTEM USEP AND USEfUL QAIA 

Docket No . 961498-WU Utility W.B . B. UTILITIES. I NC, Dote MAX 97 

l )CapacitY.li-ERC's(Number o f potential customers without expansion) 

2 ) Number of ISSI XEAa Connections~._ __________ __ 

a) Begin Test Year ------------~--------------

b ) End Test Year --------------~--------------

c) Average Test Year ----------~~------------

3) Margin Reserve ~~~~------~~~------------­
•Not to exceed 20t of 
present customers 

ERC'o 

ERC'o 

ERC's 

ERC's 

ERC's 

a) CUstomer Growth Using ~egression Analysi s in ERC'o for Most 
Recent 5 Years Including Test Year ERC's 

b) Construction Time for Additional CapacJ ty _1~,5L------ Years 

(a) x (b) • _____ _.~.1 ,.,;. 9z.;5:~.-________ _ EkC's Margin Reserve 

PERCENI USED AND USEfUL FORMULA 

• ----~4~2--___ t Used a nd Useful 

£ng1nee r 
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