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QRQ.f.R Itl!TIATIHG I~LltJTO RATES A/JD 

CHARGES AND MAKIUG REVENUES SUBJF.CT TO BEFUIJD 

BY THE COMMISSIOU: 

Bet~ar Utilities, Inc. (Betmar or util i ty ) , is a Class c wat~r 

and wastewater utility o perating in Pasco county , F lc r ida . The 

utility ' s 1991 Annual Report indicates that it was serv1ng 1,548 

water custoners and 945 wastewater customers as ot Dccemuer 31 , 

1991 . Further, this report states tha t gross wa t er r<."cnucs arc 

$153,559 while opcrdting expenses arc $140,492, re~ulling in net 

water operat1ng 1nco~c of $13,067. Gross wastewater revenues arc 

reported as $191, 338 and operating expenses as $146 , 712 , resulting 

in net wastewater opernting J ncome of s~.; , 62G . l!o·.:ever, the 

investigation o1 potential ovcrearn i ngs appl ics or.ly to Bctn.lr' ~ 

wnstewater revenues . 

In 1989, the Department ot Env ironmental Hcguln ion (DFR) 

ordered Betmar to el1mi nate unr ermi lted d u;ch<:trge of o:,:aste.:a tc;r 

effluent either by direc ting all flow from the plant to a permi tted 

wastewater trea tment faci lity, thereby r etlting its treittr.:ent and 

disposa l facilit1os, or by expanding its exi~ting effluent disposal 

syst em . The "Notice of Violation and Orders for Correc t ive Action" 

was issued August 4, 1989, a nd the Final Order was 1ssued October 

27 , 1990. Based on the utility's analysis o f the t\·JO options , 

Betmar chose to inter~..onnect w1th Pasco Coun y •s treu t ment and 

disposa 1 faci li tics. The phys1cal interconnect ion ~·J.1S rn1de on 

September 24 , 1990, and on October 23, 1990, OER pernittcd the 

utility to pump the tlows ... o Pasco County . Bctmar begnr. pumping 

its etflucnt to Pasco County' s £acilitics lor treat~cnt on Decenber 

1, 1990. 
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On August 10, 1990, Betrnar filed an clpplicntion with this 

Cornrninsion for .l nta!!' a!>sisted rate casC'. The appliccltion was 

accepted , and October 9, 1990, was established as tho o11icial date 

or 1111ng. The test year in that proceeding ~as the projected test 

yrar ended December 31, 1991 . The current rates in etfect for the 

1tility were est.lblished by this Commission in Order Uo . 2422~ , 

1ssucd on March 12, 1991, in Docket flo . 900688-\·JS . 

lNJTIATJOH Of OVEREARNINGS INVESTIGATION 
MID PldtCHIG BEVl;UUES SUflJ F,&.T TO Hl-;nam 

Section 367 . 082, Florida Statutes, authorizes this Conm1ssion 

to initiute an investigation ot a utility's earninCJs upon a 

preliminary demonstration that the utility is earning a rate ot 

return which is outs ide the range 01 rc.tsonabl eness . To the c>:tent 

that the achieved rate 01: return exceeds the required r<tte ol. 

return applied to an average investment rate base or an end of 

period investment rate base, this Commission may requitr revenues 

to be collected subject to refund during the invest iq 1 t. ion . ~-.·~ 

hereby initiate ~tn invcstigat.iou of this utility's e..lnL'1<JS tor 

wastewater service . The test year for the investigation shall be 

the test year ended December 31, 1991 . 

Based on our udju!>tcd desk audit o1 Betm<.lr ' s 19~1 Annual 

Report and part.ial audit intornation , \·Jhich indic.1tc that.. the 

utility is earning an overall rate o1 return o1 42.29 percent.., 1t 

appears that Betnar is achievi:1g a rate ot return 1n e>:cess o1 the 

return approved in the last. rate cnse as authorized by th 1 ~; 

Commission in Order No. 242~5. 

At our l·~ay 19, 1992, Aqenda Cont.t.!runc••, <Jnd by Order ::o . i>SC-

92-0480-FOF-HU, this Commission grunted Bet:mnr a $:!3 , ·~8u , 1·; . ~7 

percent, water rate increase in Doc}:et r:o. 910963-t:u . \·!e decided 

that the '..J<l ter increase grnntcd by Order !!o. PSC-92 - ,.; 80-FOF-I·:u 

should not become effective until the ~otent:ial ovcrenrninqs in the 

wastewater d1vision were made subject to retund . 

On Hay 15, 1992 , the utility applied for a 1992 price index 

rate adjustr:1rnt (\o/S-92-0120) for water ond waste ..... ater . The 

anticipated etfe-tive date will be tor service rendered on or ~fter 

July 14 , 1992. Due to the potential overearnin)s f or the 

Wdstewater ~ys~ r, the utility withdrew the wastewater portion o f 

its request. 
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As noted earlier, the utility's 1991 Annual Report indicates 
that the utility 1s earning a 42 .4 9 percent return on rate bas~ . 

Based on the utility ' s current cost of cap1t~l and the high end of 
the utility ' s last authorized return on equity, 13 . 18 percent , the 
utility's required rate of return is 12 . 65 percent. Based upon our 
review of the Annual Report , we have found several adjustments 
appropriate , including updating the reported balances to ir.cludc 
pro forma plant allowances that had been granted in the last rate 
case . 

We havP discovered several costs that were incurred, but were 
omitted fron the utility's 1991 Annual Report. The utility 
submitted invoices in support of these costs, which include $12,500 
to construct a garage/workshop/storage shed and $21,002 tor the 
cost of rehabilitating manholes and tightening the collection 
system. The related depreciation on these amounts was also omitted 
from the annual report. Further, the utility failed to record 
$14,686 for amortization of the loss on the retirement of the 
wastewater treatment plant which was allowed in the previous rate 
case. When these adjustments are made , including adjustnents to 
annualize test year revenues and the recalculation o. thP income 
tax ~xpense , the test year achieved rate ot return is c•lculateu to 
Le 14 . 01 percent, which results in test year overearnings o1 $2, ~ 57 

o r 1.J3 percent ot test year revenues of $19J,)JJ . 

According to our preliminary calculatiors, ~e find that the 
appropriate rate base, for the purpose of this proceeding, is 
$14 3 , 7 32 . Our calculation of rate base is depleted on Schedule flo . 

1. our adjustments to rate base arc reflected on Schedule llo . 1-A . 

We determined that the appropr1ate overall weighted cost of 
capita 1 is 12. 65 percent by using the test year leva 1 s of the 
capitul structure components and applying a weighted average 
interest rate of 12 percent on outstanding debt, 8 percent on 
customer deposits, and 0 percent for deferred t~xes, along with an 
equity return of 13 .18 percent. Based on our findings in the last 
rate case and further invcstigatlon, we have rcclass1iied the notes 
payable balance into th~ long term debt account in order to reflect 
the correct reporting method , and we have adjusted the accumulated 
deterred taxes 1n order to reflect the loss on retired wastewater 
treatment aosets. Our calculation of the appropriate cost o1 
capital is dcpict~d on Schedule Uo. 2 . Our adjustments to th,.. 
c ap1tal structure arc reflected on Schedule No. 2-B . 
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The utility recorded operating revenues of $188,992 for the 
test year. For the purpose of this proceeding, however, we h~vc 
annualized the 1991 revenues to rctlect the rate increase granted 
in the last rate case . 

Except for adjusting salaries and wages , transportation, 
pensions a nd benefits , and insurance expenses to reflect the levels 
that were d e t ermined in the last rate case , we have accepted the 
test yea r operation and maintenance (0 & M) expenses as stated by 
the utility. Those adjustments which are self-explanaLory or which 
~re essentially mechanical in nature arc retlected on Schedules 
Hos . 4- A and 4- B. The most significant djus mont is disrussed 
Lelow . 

The utility reported purch~tcd sewage treatment costs ot 
$60,436 in its annual report. \'le have adju~tod this balance to 
ro!loct two months of accrued service that was omitted from the 
reported amount . Tho service was rendered in 1991 , but the 
invoices were paid in 1992 . This account ind1cates tho largest 
margin of d1fferencc from the level determ1ned in the last rate 
case. The adjusted total is $77 , 827 which 1s based on 19,793 , 000 
gallons of sewage treated by Pasco County at a charge o1 $4.13 per 
thousand gallons . In the last rate case , we ostim .. ltcd that 
24,461,000 gallons would be treated ba::ed upon estimated 
connections during 1991 and two 1onth.:i ot was owutcr flmv data 
compared to the water meter readings. Using the estimated gallons 
and tho coun ty ' s charge, the utility was granted a total wastewater 
treatment allowance of $101,024 . The revenue requirement grunted 
in that dockot, $223,816, \vas based on the higher consumption 
amount . Ther efore , since actua 1 consumption was less lhun the 
projected consunption, on an annual basis the rutos gr~nted in the 
rate case would have generated only $193,933, or $29,383 le!::>s 
revenues than projected in the rate case. 

Based upon the reported <tmounts and lhc a 11 m t<1nces nnd 
adjustments discussed above, we lind that the appropri.lte total 
wustcwltor 0 & H expenses arc $138,314, which is a $6,819 inc rease 
over the 1991 reported amounts. 

Taxes other than incomo taxes have been decreased by $115 to 
reflect the appropriate amount of regulatory assessment fees 
associated with th~ proposed wastewater revenue decrease . Income 
tax expense has been reduced in order to reflect the appropriate 
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amount of tax expense associated with a 12.65 percent return on 
test year rate base. 

The utility ' s revenue requirement for interim purposes has 
been determined to be $191,376. our calculation of the revenue 
requirement and the appropriate decrease is reflected on Schedule 
No. 4. 

Based on the foregoing , we find it appropriate to require 
Betmar, until ~he overearnings investigation is completed, to place 
$2,557 annually of its revenues for wastewater service subject to 
refund with interest calculated pursuant to Rule 25- 30.360, Florida 
Administrative Code. 

This $2,557 amount of revenues is equivalent to 1 . 33 percent 
of revenues on a monthly basis. Since we have placed the 
appropriate wastewater revenues subject to refund herein, we also 
find it appropriate to permit Betmar to charge the rates that this 
Commission approved as Proposed Agency Action (PAA) by Order No . 
PSC- 92-0480-FOF-WU, if and when that Order becomes tinal and 
effective . If no protest is received to Order No. PSC- 92 - 0480-FOF­
WU , the rates approved will become final and effective for meter 
readings 30 days on or after the stamped approval date of the 
tariff sheets . The protest period for Order Jlo . PSC- 92-0480-FOF-HU 
will expire on June 29 , 1992 . 

SECURITY 

Betmar must submit for our Staff ' s approval both the security 
for a potential refund and a copy of the proposed customer notice 
within 30 days of the date of this Order . The utility shall 
establish a n escrow account with an independent financial 
institution and shall deposit 1 . 33 percent of its monthly 
wastewater revenues into such account until the resolution of this 
overearnings investigation . 

Since security s hall be provided through ~n escrow agreement, 
the following conditions shall be part of the agreement: 

1} No refunds in the escrow account may be withdrawn by the 
utility without express approval 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 distr1buted to the 
customers. 

4) If a refund to the customers is not required, the 

interest earned by the escrow account shall revert to the 
utility. 

5) All information on the escrow account shall be available 

rom the holder of the escrow account to a Commission 

representative at all times . 

6 1 The amount of revenue subject to refund shall be 

deposited in the escrow account within seven days of 
receipt. 

7) This escrow account is est~blish~d by the direction of 

the Florida Public Service Commission lor the purposc(s) 
se t forth in its order requiring such account . Pursuant 
to Consentino v, Elson, 263 So .2d 253 (Fla . 3d DCA 1972) , 

escrow accounts arc not subject to garnishments . 

In no instance shall the ma1ntenance and ddministrative costs 

associated with the refund be berne cy the customers. These costs 

are the responsibility of, and shall be borne by, the utility . An 

account of all monies received in excess of the revenue requirement 

shall be maintained by the utility . This account must 5peci1y by 

whom and on whose behalf such monies \vera paid . I1. a refund is 

ultimately required , it should be paid with interest calculoted 

pursuant to Rule 25-30.360(4), Florida Administrative Code . 

This docket sh3ll remain open until our investig~tion 01 the 

potential overearni ngs of the wastewater system of Betrnar 

Utilities , Inc. is completed and a final Order is issued. 

Based on the foregoing, it is, theretore, 

ORDERED by the Florida Publ1c Service Comnissio n th1t un 

investigation of the wastewater rates and charges ol netrnar 

Utilities , Inc. shall be initiated. It is further 

ORDERED that Bctmar Utilities, Inc . shall place $2,557 

annually o! its r~venues for wastewater service, subject to refund 
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with interest , calculated pursuant to Rule 25-30.360(4) , Floridu 
Administrative Code, to the extent set forth in the body of this 
Order. It is further 

ORDERED that Betmar Utilities , Inc . shull be permitted to 

charge the rates approved by Order No . PSC-92-0480-FOF-WU, if and 
when that Order becomes final and effective. The approved rates 

will becone effective for meter readings thirty days on or af~cr 
the stamped approval date of the tariff sheets. It is further 

ORDERED that Betmar Ut1lities, Inc . shall establish an escrow 

account with an independent financial institut1on to secure the 
refund of potential ovcroarnjngs. Betmar shall deposit 1.33 

percent of its monthly wastewater revenues into said account untll 
the resolution of this overearnings invest:igution. The escrow 

agreement shall be filed with this Comm1ssion within thirty days o1 

the date of this Order. It is further 

ORDERED that no later than twenty days atter each billing, 
Betmar Utilities, Inc. shall file reports with the Commission' s 

Division of Records and Reporting detailing the revenue for 
wastewater service during the previous month as sel fotth in the 

body of this Order. It is further 

ORDERED that this docket shall remain open . 

By ORDER of the Florida Public S~rvice Com~ission, this 1~ 

day of ~' l~· 

, Director 
cords and Rcportlng 

(SEAL) 

LK 
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NOTICF Of FUR.TliER P_m_F.Ill..tlilS OR JUDICIAL Rr:VIE\'1 

The Florida Public Service Commission is requ1red by Section 
120 . 59(4) , Florida Statutes, to notiiy part1es of any 
administrative h~aring or judicial review of Commission orders that 
is available under Sect1ons 120.57 or 120.68 , Florida Statutes, as 
well as the procedures and time limits that apply . This not1ce 
should not be construed to mean all requests tor an administrative 
hearing or j udicial review will be granted or res ult in the relief 
sought . 

Any party adversely aftrcted by the Commission's tinal action 
in this matter may request: 1) reconsideration of the dec1sion by 
filing a motion for recon~ideration with the Director, Division of 
Records and Reporting within titLeen (15) days of the issuunce of 
this order in the 1 orr.~ prescribed by Rule 25- 2 2 . OGO , Florida 
Adm1nistrative Code; or ?.) judicial review by the Florid~ Suprer.~e 

Court in the case of un electric, gas or telephone utility or the 
First District Court ot Appeul in the case ot ~ WuLer or sewer 
utility by filing a notice of appeal with the Director, Division of 
Records and Reporting and filing a copy of the not1ce ot appeal and 
the filing fee with the appropriate; court. This fllinq must be 
completeJ within thirty (30) days after the ic~uance ot this order , 
pursuant to Rule 9.110 , Florida Rules of Clvll Procedure. The 
notice of appeal must be in the form specified in Rule 9 . 900 (a), 
!-'lor ida Rules of Appellate Procedure. 
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