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o =y

Ms. Blanca Bayo s ™
Commission Clerk and Administrative Services Director e w
Florida Public Service Commission 25 =
2540 Shumard Oak Boulevard o é“
Tallahassee, FL 32399 N
oo

Re: Docket No. 030444-WS; Application by Bayside Utility Services, Inc., for Rate
Increase in Bay County, Florida
Our File No.: 30057.57

Dear Ms. Bayo:

Bayside Utility Services, Inc., provides the following responses to Staff’s data requests
dated March 11, 2004:

DATA REQUEST NO. 1:
Explain why the utility believes that the use of customer equivalents (CE) is a more accurate

method to allocate common costs than the use of equivalent residential connections (ERCs)
based on meter equivalents.

RESPONSE:

Customer equivalents have historically been used by Utilities, Inc., and have been an
approved methodology in all the states in which Utilities, Inc. operates.

Lt

—
DATA REQUEST NO. 2: <

Explain why the utility determines CEs at June 30 instead of year—end Explain why thl&
does not produce a mismatch between the CEs and the costs to be allocated.

1
e
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RESPONSE: T

af

The utility determines CEs at June 30 because companies that are acquired after June 30‘?)
do not share in the allocation process. Since they have only been part of the Utilities, Inc.,=
family for less than ¥; year, these companies have not been a part of Utilities Inc., long=
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enough to reap the benefits of the allocation process.

DATA REQUEST NO. 3:
Explain how the utility’s current methodology allocates costs to a system purchased after
June 30 of any given year.

RESPONSE:
Please see the response to Data Request No. 2.

DATA REQUEST NO. 4:
Explain whether the utility has considered simplifying the allocation methodology, and if
so, what actions have been taken.

RESPONSE:

The utility believes that its allocation process has proven to be the most appropriate way to
distribute different types of costs to its operating subsidiaries. The utility has prepared an
allocation handbook in order to explain its allocation process.

DATA REQUEST NO. 5:

Provide an explanation for why the utility believes that its method of calculating CEs using
factors adequately allocates costs to each system (i.e., 1 for a water or wastewater only
customer, 1 ¥ for a water and wastewater customer, and ¥ for a water transmission or
wastewater collection system only customer). In the explanation, address how billing,

accounting, revenue collection, customer service, and miscellaneous costs are impacted by
this method.

RESPONSE:

The utility treats a water and wastewater customer as 1 %2 because providing both services
together does not have the same effect of providing these services separately (i.e., being a
water or wastewater only customer). For example, water and wastewater service are billed
together, therefore reducing the amount of stock and postage that would be required to bill
them separately. This same idea can be applied to accounting, revenue collection, customer
service, and miscellaneous costs. Having to provide these customers with all these services
separately would surely result in a higher allocation of costs to the companies in question.
Similarly, distribution and collection customers are treated as % because providing these
types of services requires less time than a water or wastewater customer.

DATA REQUEST NO. 6:

Explain how the CE allocation method addresses whether billing and revenue accounting
costs are adjusted for systems where those services are performed by another entity i.e.

Rose, Sundstrom & Bentley, LLP
600 S. North Lake Blvd., Suite 160, Altamonte Springs, Florida 32701
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Mid-County Services, Inc.) This explanation should include an analysis of costs other than
computer time allocations, and such materials and supplies for paper and envelopes, office
salaries, revenue accounting and accounts receivable, postage or any other costs associated
with billing and revenue collection. If the utility’s method does not address these concerns,
explain why.

RESPONSE:

While Pinellas County does perform the billing operations for Mid-County Services, Inc., the
utility still receives all benefits of being associated with the Utilities, Inc., family. One of the
primary benefits is Mid-County’s access to a large pool of human resources from which to
draw upon. There are experts in various critical areas, such as construction, engineering
operations, accounting, data processing, regulation, customer service, etc. Nowhere could
one obtain this combined expertise and level of experience in a more cost-effective manner.

While operating only water and sewer systems, Utilities, Inc.’s personnel have the ability to
meet the challenges of the rapidly changing utility industry. Because the Utilities, Inc.
companies are focused on the water and sewer industry, our companies enjoy some unique
advantages, one of which is that capital is available for improvements and expansion at a
reasonable cost. With increasingly more stringent health and environmental standards,
ready access to capital will prove vital to continued quality service in the water and sewer
utility business.

In addition, the Utilities, Inc. companies have national purchasing power that results in
lower costs to rate payers. Expenditures for insurance, vehicles, chemicals and meters are
a few examples of purchases where national contracts provide tangible benefits to rate-
payers.

DATA REQUEST NO. 7:

Provide an analysis of all billing and customer accounting costs by aecount number and
description for the test year for Utilities, Inc. for the year ended December 31, 2002. This
total should be broken down by category and at a minimum, should detail the costs incurred
for materials and supplies for paper and envelopes, office salaries, revenue accounting and
accounts receivable, postage or any other costs associated with billing and revenue
collection. Also specifically identify from what allocation category (SE code) and account
number these costs were removed in the utility’s current Distribution -of Expenses.

RESPONSE:
No such document exists. The utility tracks air freight, postage, and computer supplies
outside of its Distribution of Expenses book. All other expenses are tracked in the

Rose, Sundstrom & Bentley, LLP
600 5. North Lake Blvd., Suite 160, Altamonte Springs, Florida 32701
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distribution of Expenses book and allocated out based on the most appropriate distribution
code.

DATA REQUEST NO. 8:

Provide all calculations used to determine the number of CEs for Bayside, by customer class,
meter size and factor(s) applied. This calculation should agree with the CEs used in the
allocation manual. If the calculation does not agree with the Distribution of Expenses
manual, describe all differences.

RESPONSE:
The calculation used to determine customer equivalents is as follows:

On June 30, 2002, Bayside had 287 distribution and collection customers for water and
sewer, respectively. 287 is multiplied by 1 % to represent the fact that these customers
require less services than a water and sewer customer separately.

DATA REQUEST NO. 9:

Please provide the total ERCs using meter equivalents pursuant to Rule 25-30.055, Florida
Administrative Code, as of December 31, 2002. This method should count each customer
for the following entities:

a) combined total of all Utilities, Inc. subsidiaries;
b) combined total for all Florida subsidiaries; and
c) total for Bayside.

RESPONSE:

On page 29 of the recently issued Utilities, Inc. of Florida order, the Commission stated that
Utilities, Inc., has used SFEs in the past and that Utilities, Inc., will begin stating its
information in the form of ERCs beginning December 31, 2003.

DATA REQUEST NO. 10: '

Provide the number of customers for Bayside, by customer class and meter size for both
water and wastewater.

RESPONSE:

The utlity serves 287 lots. This is a mobile home community and, as such, is subject to
seasonal and year-to-year variations. Because of these variations, Utilities, Inc., has used
the 283 connections recognized by the Commission in Docket No. 711401-WS, plus the

Rose, Sundstrom & Bentley, LLP
600 S. North Lake Blvd., Suite 160, Altamonte Springs, Florida 32701
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commercial connections, as a consistent basis for allocating cost.

Please see the following:

5/8” residential water 283
5/8” general service water 4
5/8” residential sewer 283
5/8” general service sewer 4

DATA REQUEST NO. 11:
For each plant item, provide the following:

a) a detailed description, including the purpose, and a statement why item should be
considered in this rate case. Explain whether the plant item is new or a replacement
of a current asset, and whether the plant addition will provide additional capacity or
is necessary to provide service only to current customers;

RESPONSE:
Pro forma plant additions as identified on Schedule A-3 of the MFRs with estimated date of
completion. Engineering cost estimate or contractor-submitted quote are attached.

LIFT STATION IMPROVEMENTS, SEWER, $75,000:
Estimated completion date: December, 2004.

Rehabilitate each of the three (3) existing lift stations serving the Bayside MHP collection
system.

Tiki Bar Station #1: Demolish dilapidated pump house building. Install new riser pipes,
isolation valves, check valves, valve vault, emergency pump out connection, and electrical
control panel and components. Construct wet well lid and install lockable hatch cover.
Construct perimeter fencing around station that presently has none. Pumping capacity will
remain the same.

Middle Station #2: Replace entrance door and roof. Install second pump, riser pipes,
isolation valves, check valves, emergency pump around connection and valve vault. Replace
electrical controls and components and control panel (currently set up as simplex station).
Install lockable wet well hatch cover.

Rose, Sundstrom & Bentley, LLP
600 S. North Lake Blvd., Suite 160, Altamonte Springs, Florida 32701
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East Station #3: Install new riser pipes, isolation valves, check valves, emergency pump
around connection, and valve vault. Replace electrical components and control panel.
Install lockable wet well hatch cover. Pumping capacity will remain the same.

Justification:

The Tiki Bar pump house building is a termite eaten wooden shed and is beyond its service
life. A pump house is not needed at this location if the wet well is secured by a new lid and
hatch cover. Perimeter fencing will be installed to reduce the potential for unauthorized
entrance. The Middle Station entrance door and roof are rotten and need to be replaced.
The rest of the building needs only minor aesthetic improvements. The East station is in
good condition and needs only minor aesthetic improvements.

PIPING, VALVES & ELECTRICAL UPGRADES:

New riser pipes are needed to replace the existing flex hose discharge conduit on all three
stations. New isolation valves, check valves, and emergency pump around connections are
necessary to bring each station up to UIF specifications. The Middle Station is presently
operating as a simplex station (one pump). A second pump with associated components is
needed to meet current FDEP regulations. The electrical components are not in
conformance with National Electric Code and raise safety and reliability concerns. None of
the lift stations is properly grounded and all are subject to electrical faults. Improving the
electrical components will reduce the frequency of after hour dispatch calls, emergency
repairs, and customer complaints from high level alarms. Adding a second pump at the
Middle Lift Station #2 will increase its peak pumping capacity, especially during wet
weather events, by virtue of having two pumps in service.

AUTOMATIC METER READING EQUIPMENT, WATER, $55,000:
This project has been rescheduled for completion in 2006.

WATER MAIN IMPROVEMENTS, WATER, $25,000:
Estimated completion date: September, 2004.

Install piping and valves to connect water mains between Big Daddy Dr. Sunrise Dr. and
Linda Lane.

Justification:

Reduce the impact of maintenance activities to the customers by installing adequate
isolation valves and loop connections in the park. The existing distribution system lacks
sufficient valves to perform this function. This project will not affect the size of the master
meter connection, and therefore, there will be no increase in system capacity.

Rose, Sundstrom & Bentley, LLP
600 S. North Lake Blvd., Suite 160, Altamonte Springs, Florida 32701
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IMPROVEMENTS TO GRAVITY SEWER MAINS/REPAIR MANHOLES, SEWER $45,000:
Estimated completion date: July, 2004.

After flow is bypassed, 11 manhole invert channels will be reshaped and grouted with
concrete. Any voids in the interior surface will be filled with concrete grout. The interior
of the manhole is to be coated with an approved coal tar epoxy coating. Manhole rings and
covers are to be brought to grade if required. This project will not increase system capacity.

Justification:

Rehabilitating the manhole invert channels will allow for proper flow velocity through each
manhole and will reduce the frequency of sewer blockages due to grease and sediment
accumulation in the channel. Grouting and sealing the interior of the manhole will reduce
groundwater infiltration and protect the ground surface from subsidence and potential
costly repairs. The MHP is located adjacent to the East Bay and finger canals causing the
water table to be elevated at all times.

b) engineering drawings of any water distribution or sewer collection line replacements
Or repairs;

RESPONSE:
These repaired were site-specific, therefore no engineering drawings were prepared.

) a copy of the signed contract for each plant project and the projected in-service date;

RESPONSE:
All in-service dates are projected to occur prior to 12/31/04, or less than 24 months after
the end of the test year. Copies of the relevant contracts are attached.

d) support calculations for any capitalized costs estimated in addition to the amount
reflected on any contract;

RESPONSE: :

Capitalized costs, in addition to the amount reflected in the supporting cost information,
reflect estimated costs of permits, drawings, materials, equipment, tools, professional
services, and other items necessary to complete the design, permitting, and construction of
each project. In addition, each capital project may include a contingency amount of about
10%.

e) an explanation of the prudence of including in rate base, if any of the in-service dates
are later than 12/31/2004, or more than 24 months after the end of the test year;

Rose, Sundstrom & Bentley, LLP
600 S. North Lake Blvd., Suite 160, Altamonte Springs, Florida 32701
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RESPONSE:
For those projects not yet completed, the in-service dates are projected to occur as noted and
prior to 12/31/04, or less than 24 months after the end of the test year.

f) all retirement entries, and the methodology and calculations used to calculate the
retirement of plant for any items that are replacement for existing plant; and

RESPONSE:

In the Lift Station Improvements project, three existing control panels will be retired that
were installed in 1998. A small wooden shed will be demolished at Tiki Hut Lift Station that
is rotten and has no monetary value. A wood roof and wood door at the Middle Lift Station
#2 will be removed and retired. The door was replaced in 2000. The roof is at least 5 years
old. See attached for methodology and calculations used to calculate the retirement of
plant.

No retirements will occur with any of the other projects.

g) a statement addressing whether any of these additions will be funded by
contributions in aid of construction.

RESPONSE:
None of the projects will be funded by contributions in aid of construction.

DATA REQUEST NO. 12:
Provide the calculation supporting the utility’s requested pro forma property tax expense
and documentation supporting the requested millage rate used.

RESPONSE:
A specific millage rate was not requested to be used. The pro forma tax expense requested
is the test year property and real estate tax times the ratio of pro forma net plant to test year
net plant. The calculation for the pro forma tax and the adjustment is as follows:
Pro forma year tax = Test year per book tax x Pro forma Net Plant

Test Year Net Plant

Tax adjustment = Pro forma year tax - Test year per book tax

Where:

a. test year per book tax is found at Acct 408.1121. For Bayside, the only
property tax booked is the tax allocated to the system.

Rose, Sundstrom & Bentley, LLP
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B. net plant = plant in service + land - accum. deprec. - CIAC + accum. amort
CIAC, from Schedule A-1 or A-2, cols. 2 and 4.

Water pro forma = $50 x $185.490 = $84
$109,739

Water adj = $84 - $50 = $34

Wastewater pro forma = $79 x $277,956 = $96
$229,51
Wastewater adj = $96 - $79 = $17

DATA REQUEST NO. 13:
State whether the utility has taken into consideration in its filing the tax impacts of the Job

Creation and Worker Assistance Act of 2002, or the Jobs and Growth Tax Relief
Reconciliation Act of 2003. If so, provide an explanation of any items considered and the
resulting calculations of the current or deferred tax impacts.

RESPONSE:
These acts are not included in the utility’s filing.

Should you have any questions regarding these responses, please do not hesitate
to give me a call.

/
VALERIE L. LORD
Of Counsel
VLL/mp
Enclosures

cc: Ms. Tricia Merchant (w/enclosures) (via hand delivery)
Mr. Bart Fletcher (w/enclosures) (via hand delivery)
Mr. Steven M. Lubertozzi (w/enclosures)
Mr. Patrick C. Flynn (w/enclosures)

Mr. Frank Seidman (w/enclosures)
M:\1 ALTAMONTENUTILITIES INC\BAYSIDE\(.57) BAYSIDE 2003 RATE CASE\PSC Clerk 04 (Data Requests -1).1tr.wpd
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B4/12/2884 16:11 4978696961 UTILITIES INC OF FL PAGE 82713
6MS r OC

%ﬁ" Estimate

77, 2630 Minnesota Avenue -
Lynn Haven, FL 32444 Date Estimate No.
4/17/2003 145
Name/Address
Uilities, Inc. of Florida
200 Weathersfield Ave.

Ahamente Springs, FL 32714
Attn: Rhonda Clark

Project Cther
Doscription Qty Rate Total
Estimsted costs for plumbing repair at Marins Boyside : 3.800.00 3.800.00
Proposed estimatc includes the inptallation of o Pump
erund and Jocking eluminum cover.
Labot and matenials shall have onc year warranty.
tax 7.00% 0.00
pe Total $3,800.00
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Estimate

7N 2990 Mimnasota Avenue . -
Lynn Haven, FL 32043 Date Estimate No.

BLEND SATER PLOMEIND (NL.

41772003 144
Name/Address

Unlities, Inc. of Florida

200 Weathempfield Ave.

Altamonte Springs, FL 32714

Arm: Rhonda Clark

Projact Other
Estivate for Plumbing Rep...
Description Qty Rate Total
Estimate for plumbing repair of the Middle Station bt 6.500.00 ] 6.500.00
Bayside
f roposed estimated costs shall include the rewiring of the
! iddic Lift Station ar Bayside and the installation of
valve Box, Pump-Around, and Manhole cover shall be
Installed A1} fees for services provided ta complote
installation ere included.
Lsbor and materials shall include a | ycar warantee.
B 7.00% 0.00
A Total £6.500.00
!
Srgs o€ F
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APR-12-2084 17:87 4BTBE96961 97x% F.83



B4/12/2884 16:11 4B78696961

SIERN SALYER PAEKIINE 1NE,

7\ 2950 Minpescis Avenue
Lynn Haven, FL 32444

[ Nemao/Addross

Utilities, Inc. of Florida

200 Weatheraficld Avc.
Altamonte Springs, FL 32714
Attn: Bhonda Clark

Description

UTILITIES INC OF FL

|

i

PAGE B4/13

Date

Estimats No.

4/17/2003

143

Project

Quy

Rate

Total

The proposed cstimate for plumbing repairs for the Tiks
Hut Station located in Bayside will include the following
gervices and materials:

Jl\fmovnl of old building and instaliation of new top hawch

ver and valve box. All pervices and sasociated

rees/costs for clectrical services end/or usage of pump
truck(s) a5 required sre included within this quoted price.
This quoted price shall remain effective for a perisd of
ninety (90) days.

Work shall be include a 1 year warrasntee ou instaliation

and materials provided. for a period of 1 year,
tax

12,500.00

7.00%

12,500.00

0.00

Total

$12,500.00

fozs
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Bayside Utility Services
Docket No. 030444-WS
Staff's First Set, Response to 11(e)

Project: Lift station improvements
Accumulated depreciation

Sewage treatment plant
Project: Water main improvments

Accumulated depreciation
Transmission & distribution mains

Project: Water main improvments

Accumulated depreciation
Force or vacuum mains

56,250

56,250
18,750

18,750
33,750

33,750



