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NOTICE OF PRQPOSED AGENCY ACTION 
ORDER APPROVING INCREASED BATES 

BY THE COMMISSION : 

NOTICE IS HEREBY GIVEN by the Florid a Public Service 
Commission that the action discussed herein is pre l il'lina r y in 
nature and will become final unless a pe rso n whose interes t s are 
s u bs tantially affected files a petition for forr.la l proceedings 
p u r s ua nt to Rule 25-22.029, Florida ~dministrat ive Code . 

BACKGROUND 

Betmar Util i t i es, Inc. (Betmar or Utilit y ) is a Class " C" 
utility that provides water and wastewater s e r vice t o 1 , 548 water 
customers and 945 wastewater customers in Pasco County. According 
to its 1991 Annual Report, Be tmar had o per ating revenues ot 
$149, 890 for water service and $188 , 992 for wa s t ewater service . 
Furthe r, the utility reported operating income of $121, J 67 for 
wat e r a nd $135 ,559 for wastewater after adjus t ment s . 

In March 1989, Be t mar installed backflow pre vent ion devices on 
the cus tomers ' side of the meter in order to pre ve nt prohibit ed 
c r oss connections . The Utility subsequently f i l e d a s t aff - assis t ed 
rate case in Docket No . 880914 -WS, in which it reques t ed t ha t the 
cost of these devices be treated as a utility i nves t ment and bn 
inc luded in r ate base . In Order No . 20787, i ssued February 21 1 

1989, this Commission held that the cost of these d ev i ces should be 
inc luded in the Utility 's rate base calculation . The d e vices were 
depreciated over a 17-year life; however , no provis i o n wa s made f or 
the cos t of annual testing and maintaining these devices i n t he 
Utility's staff -as sisted rate case in Docket No. 900688 -WS . 
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APPLICATION FOR LIMITED PROCEEDING 

On September 17, 1991, Betmar filed a limited proceed ing 
pursuant to Section 367.0822, florida Statutes, to increase its 
rates to recover the cost of maintaining and testing the bac kflow 
prevention devices previously installed. The Utility has requested 
$72,445 annually, to be recovered through the base facility c harge 
(BFC), since the costs for the backflow prevention t esting program 
are not related to water consumption. Included in this request is 
$45,124 for testing of each device; $20,261 for o(fice employees ; 
$1 , 000 for office supplies , and $2,800 for the amortized portion of 
the limited proceeding expense . Once these costs are gro~scd-up to 
reflect regulatory assessment fees, the resulting reques t for 
increased water revenue is $72 ,44 5 . 

The Utility asserts that a nnual testing of the devices is 
r equired to remain in compliance with Department o Environmental 
Regulation (DER) requirements and has expressed concern r egarding 
its liability should any i n juries occur as a rc~u lt of 
contamination passing through to the potable water s upply . 

It is Betmar•s po~ ition th.,. t DER Rule 17-555 . 360 , Florida 
Administr~tive Code , requires that , as a community water sys t em , it 
ins t3ll a nd maintain backflow prevention devices to detect and 
prevent cross-connection . Betmar is a community wa tar sy~tcn 
pursuant to Rule 17-555.200(42), Florida Administrative Code . 

Rule 17-555 . 360(2) and (3) , Flo r ida Administrative Code , 
provides some guidance on what is required of a community water 
system when installing and maintaining a cross- connection progran 
and the appropriate backflow prevention devices to be used if a 
prohibited cross-connection is discovered. Subsection (2) o( the 
Rule references the American \'later Works Association (A\vHA) Manuul 
2nd Edition (the Manual) and AIVWA Manual Ml4 (the lUll) regnrding 
cross- connection and backflow prevention. The aforementioned rules 
do not recognize a specific time schedule for testing these 
devices. The M14 refers to annual testing as acceptable , but does 
not require it. The Manual discusses enforcement action if annual 
testing does not take place . 

We believe the rules do not require a utility to initiate an 
annual testing program once it has 1ns talled backflow preventio n 
devices and, therefore, we do not belie ve i t is appropriate to 
allow Betmar to recover the costs for annual testing of these 
devices. 
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However, we find that refurbishing the dual c heck va l ves would 
be an adequate maintenance program. With r espect t o he hi r ty 
commercial customers with dual check valves, we be l ieve a yea r ly 
refurbishment is needed because of the degre e o f ha z a r d i nvolved . 
In addition , Betmar has installed four approved bac kflo w pre ve ntio n 
devices for its commercial customers . Because thes e arc appro ved 
devices , we find it appropriate to permit Betmar to recove r the 
costs of annual t esting of these devices in its ma inte nance 
program . 

Moreover, we believe that customer education i s a vn l id 
c omponent o f any cross-connection c ontrol program and Lind t hat 
this education may be accomplished by inserting a cross- connec t ion 
brochure in the monthly billings twice a yea r. Th is is consistcn 
with language in the Manual . 

Therefore, based on the above, we find it a ppropria t e t o 
authorize Betmar to recover $23 , 496 on an annual bas i s f o r the cost 
of refurbishing 50 percent of the devices a nnually f o r r esidential 
connections, 100 percent of the dual check valves for the ch i rLy 
commercial connections and the annual tes ting f o r t he f our appr oved 
devices on the remaininq commercial connec tions . On a per customer 
basis , this equates to an annuu ~ cost of $1 5 . 17 , or a monthly cost 
of $1 . 2 6 per customer. We will discuss below the spcci t ic cos J 

for which we arc authoriz i ng recovery . 

1. Respo nsib ility for Installation and l1al nte na nce Accord1ng 
to language in the M14, if a cross-connec t ion o r a po t e nt ial fo r a 
cross-connection exists, the water use r, at the wa t er user ' s 
expense , must install , have tested, and maintain app r oved backfloil 
preventers as required by the health agenc y o r th0 wa t e r supplier . 

However, according to the l1anual, refe r e nce d in Ru le 17 -
555 . 360(2), Florida Administrative Code, the wa t e r supplie r is 
ultimately held responsible for the integrity o f the pu b lic water 
system and its liability cannot be s hifted t o any o t he r person or 
authority . Moreover, the courts held that, if ne gl 1gencc i s found , 
the water purveyor can be held responsible for a no her pa rty ' s ac s 
and lack of action . 

Betmar ' s dual check valve devices a rc l oca t ed on he 
customers ' side of the meter . The point or del i ve r y f o r waccr 
systems according to Rule 25-30.210(7), Florida Admini s trat ive 
Code , is the outlet connection of the me t er for metere d s erv ice o r 
the point at which the utility ' s piping connect s with t he 
customer ' s piping for non-metered service . The r e f o r e , he 
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utility ' s maintenance responsibility is up to a nd inc luding the 
point of delivery . 

However, because we have previously allowed Be t ma r t o ins t all 
the backflow prevention devices and include the cos t o f these i n 
its rate base as utility investment, we find that the Utility 
s hould be responsible for maintaining the backflow preve ntion 
devices. 

Our decision herein is based on the circumstances of th is 
Utility , and is not a broad policy statement that a utility s ha l l 
always be responsible for maintaining these devices . Ra the r, th is 
dete rmination must be n ade on a case-by-cas e bas i s . 

2 . Pe r sonnel Reguirement Betmar reque sted a fu l l-t i me o ff ice 
employee at a cost of $20,261 to handle the adminis tra t ive duties 
related to the backflow prevention program. 

The utility currently has two part-t ime offic e employees in 
addition to the utility owner . The office pers onne l have 
overlapping duties. \le believe that the maj o r a dmini s trative 
functions associated with the cross-connection contro l prog r am are 
filing and maintaining annual re~ords on testing a nd mainte na nce o1 
the devicas . These filing duties would not generate s uc h a burden 
as to require additional office personnel . Thus , these duties can 
be phased in with the other office duties . 

To be tter understand the backflow testing process , ou r staff 
observed a field test demonstration . Because the device had to be 
rebuilt the total test time was approxi mately 32 mi nutes . However , 
it was est imated that if the device had ope rate d p r oper l y and no 
rebuilding was necessary it would have t a ke n a pp r o ximately 15 
minutes to perform the test. Therefore, we be lieve f our devices can 
be refurbished within one hour. 

With 1 , 514 residential devices it would take appro x ima t ely 37 9 
hours to refurbish all of Betmar ' s residential dev ices . Since we 
have decided it is appropriat e to authorize Betmar t o r ecove r the 
cos t s of refurbishing 50 percent of its r es ide ntial device~ each 
year , we find that a part-time person is mor e tha n s ufficient t o 
r e furbish the residential devices and the 30 commerc i a l dua l c heck 
devices , and test the four approved dual check devic e s annually . 
lfowcver , for the program to be adequate , we fi nd that a pa rt- imc 
pe rson shall be hired to perform the maintenance and tes ting duties 
at a cost of $13 ,4 35 , i ncluding FICA taxes paid by the util 1ty . 
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3. Office Supplies Tho utility requested $1,000 for office 
supply expenses , including the cos t for educational brochures . As 
previously stated, we consider customer education a valid component 
of the cross-connection program based on DER •s rule. 

We believe part of this education can easily be accomplished 
by inserting a c ross-connection brochure in the monthly billings 
twice a year. He researched the cost of these brochures and 
determined that the approximate cost would be between $500 and 
$750 . Taking into account other costs , we find that the util1cy 
should be allowed $750 for the cost of these brochures. 

4. Maint~nance Costs for Backflow Prevention Devic~ As 
previously mentioned , no provision was made for the costs 
associated with maintenance of the dual chock valve devices in the 
two previous staff-assisted rate cases , Dockets Nos . 900688-\~S and 
880914 -HS . In the instant case , the utility has requested the 
costs associated with maintaining the backflow prevention devices 
be recovered through the water BFC , since the costs for the 
backflow prevention testing program are not related co wacer 
consumption . Since the backflow prevention devices were included 
in rate base in Docket No . 880914-WS , we believe it is appropriace 
now to allow the utility to recover the cost of maintaining the 
devices. 

We agree that the costs for maintenance of the devices should 
be recovered solely through the water BFC . Each device wi 11 be 
maintaine d on an annual basis for com.mercial custo~ers and on a bi ­
annual basis for residential customers . Therefore , we find that 
including the cost in the BFC will ensure that each custoner pays 
his or her appropriate fair share of the cost of maintenance . 
Since sa laries are fixed costs , we also find that the salary for 
the half - time maintenance employee should be included in the BFC . 

The rates shall be effective for meter readings 30 day~ on or 
after the stamped approval date of the tariff sheets . The revised 
tariff sheets will be approved upon our staff•s verific~ti on that 
the tariff sheets are consistent with our decision herein, and that 
the proposed customer notice is adequate . 

STATUTORY RATE REDUCTION 

Section 367 .0816, Florida Statutes , requires th t rate case 
expense be apportioned for recovery over a period of four years. 
The statute further requires that the rates of the utility be 
reduced immediately after the four-year period by the amount ot 
rate case expense previously included in the rates . The annu,1l 
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amount of allowable r ecovery in the instant case, including a 
gross-up for regulatory assessment fees , is $ 2 , 225 . 

At the end of four years, Betmar ' s rates should be reduced by 
$2,225 annually. our calculations are shown on Schedule No . 2 . 

EFFECTIVE DATE Of BATE INCREASE 

In Docket No . 920449-WS, we have initiated an i nves tigation of 
potential overearnings . We find it appropriate that the increase 
discussed herein not go into eff~ct until the ovcrearnings 
i nvestigation is at a point that the amount of money to be held 
subject to refund, if any, for wastewater can be dete r mined . 

Betmar shall file revised tariff sheets no later than o ne 
month prior to the actual date of the required rate r educ tio n . At 
the same time, the Utility also shall file a proposed customer 
notice s etting forth the lower rates and the r eason for the 
reduction . If the Utility files this r eduction i n conJunction w1th 
a price index or pass-through rate adjustment, separate data s hould 
be filed for the price index and/or pass-through increase or 
d ecrease and the reduct : on in the rates due to the amort ized rate 
c ase expl.nse . 

Based on the foregoing, it is , therefo r e , 

ORDERED by the Florida Public Service Commission tha t the 
r equest of Betrnar Utilities, Inc . , for a limited proceeding to 
increase its rates is hereby gra nted in part as set forth i n the 
body of this Order . It is further 

ORDERED tha t this increase s hall not become etfective until 
the overearnings inves tigation i n Docket No. 920449 - HS is at a 
point where we can determine the amount of mone y to be held s ubject 
to refund, if any , for wastewater . It is further 

ORDERED that prior t o i ts implementation of the r ates approved 
he rein, Betmar Utilities, Inc ., shall s ubmit e nd have approved 
revised tariff pages a nd a proposed notice to its c us t omer s o t the 
increased rates a nd the reasons therefor . The r evised tari ff pages 
and the not ice will be approved upon the expiratio n of th~ protest 
period and our Staff ' s verification tha t they are consistent with 
our decision herein . It is further 

ORDERED that the provisions of this Order arc issued ns 
proposed agency action and shall become final and effec tive unless 
an appropriate petition in the form provided by Ru le 25- 22 . 036, 
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Florida Administrative Code , is received by the Director, Divi~ion 
of Records and Repo rting, 101 East Gaines Street, Tallahassee, 
Flor ~da , by the close of business on the date set forth in the 
"tlotice of Further Proce eding or J udicial Revi ew" attached hereto . 
It i s further 

ORDERED that, in the event no protes t is timely filed, this 
docket shal l be closed . 

By ORDER of the Florida Public Service Commi s sio n, th i~ llh 
day of ~. ~· 

R.:! po rting 

(SEAL) 

RG 

NOTICE OF FURTHER PROCEEDINGS OR J UDICIAL RE'{..IJJi 

The Flo rida Public Service Commission is required by Sec t ion 
120 . 59(4) , Florida Statutes , to notify parties o ! ·ll .':' 
administrative hearing or judicial r eview of Commissio n order~ h 1 

is available unde r Sections 120 . 57 o r 120 . 68, Florida Sta ute s , ~s 
well as the procedures and time limits that applJ . Th is no t ice 
s hould not be construed to mea n all r e ques t s for an ad~lnistr~t ivc 
hea ring or judicia l r eview will be granted o r result in the r el:c t 
sought. 

The action proposed herein is prel imi na ry in nature and wil l 
not become effective or final, except as provided by Ru l e 
25- 22 . 029, Florida Admi n istrative Code . Any person whose 
substantial interests are affect ed by the action propos ed ~Y thi s 
o r der may file a petition for a forma l proceed i ng , as p r ovide d by 
Rule 25-22 . 029 (4), Florida Administrative Code , in the form 
provided by Rule 25-22. 036(7 )( a ) and ( f ) , Flo r ida Admi n istrative 
Code . This petition must be received by the Director , Division o f 
Rec ords and Reporting at his office at 101 Eas t Gaines Street , 
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Ta l lahassee , Florida 32399- 0870, by the close of business on June 
30, 1992 . 

In the absence of such a petition , this order shall become 
effective o n the day subsequent to t he above da te as p r o v ided by 
Ru le 25- 22 . 029(6) , Flori da Administrative Code . 

Any objection or protest filed i n this docke t befo re the 
i ssuance date of this order is considered abandoned u n less i t 
satisfies the foregoing conditions and is renewed withln he 
specified protest period . 

If this order becomes final and effective on the date 
describe d above, any party adversely affected may r equest judicial 
review by the Florida Supreme Court in the case of a n e l ect ric , gas 
or telephone utility or by the First District Court o t Appeal in 
the case of a water or wastewater util i ty by filing a not ice of 
a ppeal with the Director , Divis ion of Records a nd Repor ting anu 
filing a copy of the notice of appeal and the fi l ing fee with the 
appropriat e court . This f iling must be completed within thirty 
(30 ) days of the effective da te of this o r der, purs uant to Rule 
9 .110 , Florida Rules of Appellate Procedure. The not ice of uppeal 
must be i n the form spe~ified in Rule 9 . 900(a) , Florida Rules o t 
Appn lla t e Procedure . 
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Schedule No . 1 

SCHEDULE OF PRESENT. PROPOSED AND APPROVED RATES 

WATER 

GENERAL AND RESIQENTIAL SERVICE 

Utility Conrnission 
Present Proposed Approved 

Meter Size Rates R<1tes Rat:es 

5/8 11 X 3/4 $ 4 . 23 $ 8 . 09 $ 5 .4 9 
3 /4 6 . 35 1 0 . 21 I . 61 

1 1 0 . 58 14 . tj 4 11 . 8 4 
1 - 1/2 21.16 25 . 02 22 . 42 

2 33 . 96 37 . 72 35 . 12 
3 67 . 7 1 7 1 . 57 68 . 97 
4 105 . 79 109 . 65 107 . 05 

Gallonage Char ge $ : . 8 3 1. 83 1. 83 
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METER 
~ 

5/8 11 X 3/4 11 

3/4 11 
1 11 

1-1/2 " 
2 11 
J " 
411 

Schedule No . 2 

CALCULATION OF NEW NnTER RnTES 
AfTER FOUR YEAR AMORTIZATION LXPIRED 

GENERAL AND RESIPENTIAL SERVICE 

C0r-U-t!SSION 
APPROVED 

RATES 

$ 5 . 4 9 
7 . 61 

11.8•i 
22 . 42 
35 .12 
68 . 97 

107 . 05 

Cot1MlSSION 
APPROVED 
DECREASE 

$ 0 . 12 
0 . 12 
0 . 12 
0 . 12 
0 . 12 
0 . 12 
0 . 12 
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