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CASB BACKGROUND 

Betmar Utilities, Inc. (Betm~r or utility) is a Class B 
util1ty that provides water ~nd wastewater service 1n Pasco County 
Betmar serves approximately 1,600 water and 1,000 wastewater 
customers. In 1996, the water and wastewater systems had revenues 
totaling $197,101 and $225,630, respectively. The utillty serves 
an area that has teen designated by the Southweot Florida W~ter 
Management District as a water usc caution area. 

On May 1, 1997, Betmar filed an applicatiou, pursudnt to 
Sect ion 367.0822, Florida Statutes, for a limited proceediug to 
increase its base facility ch~rge ~nd gallon~ge charge for water 
The requested increase in water rates is based upun the Flondc. 
Department o f Environmental Protection's (DEPI requirements that 
Betmar increase the hours that the water treatment plant operator 
is on duty and that it modify certain portions of ito wat er supply 
and treatment facilities. Additionally, Betmar requests that it be 
allowl!d to increase its base facility charge and decrease tts 
gallonage charge for waste water in order to correct a calculation 
error inadvertently made by staff in its l ast rate c ase (Docket No. 
941258-WS) and to provide for an emergency standby generator. 

()n November 27, 1996, Betmar entered into a Consent Order (No. 
96-21991 with OEP. The Consent Order required t hat Betmar mod1ty 
its water supply and treatment facilitieb. Pursuant to the Conoent 
Order , Betmar was required to do the following: have a certified 
licensed operator contracted for five (51 days per week and one 
weekend visit, disconnect well No. 5 pe~nently from th~ potable 
water system, install approved chlorine weighing devices an~ have 
an auxiliary po wer source with an a utomatic otart - up device- . 

On June 26, 1997, a cu9tomer meeting was held at the 
Zephyrhills City Council Chambers. There were approx1mately 180 
customers in attendance, of which 22 spoke .&a witnesses. The 
customers expressed their concerns aLout the timing of the customer 
meeting. There was a consensus of opinion among the customers that 
the customer meeting should be held in the winter time when more of 
the customers could attend. It app.,ars that during the summer 
months , approximately thr ee quarters of the Betmar custom~rs go 
North. In addition, there were some discussion on the concerns rhc 
customers havo on the issue of back flo·.., preventoro. However, it 
was expl~ined that thio proceeding was limited in scope to only 
address the issues regarding the limited proceeding applicat ion 
Staff would like to note that it issued a letter dated July 9, 
1997, to the Betmar customers' counsel. Mr. McAlvan~h. stat1ng that 
the OEP, not the PSC, has been authorized by leg1slut1ve mandate to 
regulate the uoe of back flow prevention devices. Furtherm->re, 
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staff's letter stated that if the cuotomere wioh to take further 
action that they should pursue the matter either wlth DEP, o r 
through filing a complaint with a court of appropnate 
junsdiction. 

During the course of this limited proceed1ng, the ut1l1ty was 
asked to respond to several staff data requests. Th1o 
recommendation includes staff's analysis o! that addir1o nal 
information. 
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ISSUE 1 1 Should the utility be allowed 
associated with the two emergency generator s 
the DEP Cons ent Order , issued November 27, 
are the appropr iate costs? 

to recove~ the coer 
which were required by 
1996, and if so . what 

RSCOHMBNDATIQN : Yes. However, the utility should only be allowe= 
to recover cost prudently incurred . Based upon staff's analys1s, 
Betmar should be allowed to recover the cost associated Wlt1 the 
purchase of the two generators at a cost of $48,300 for the 100 KW 
water generator and $19,305 for the 60 KW wastewater generator, as 
shown on Schedule No . 2. Therefore, the utility shoul d be allowed 
t o recover an increase in revenue requirements o! $8,567 for water 
and $3, 4 24 for wastewater ln addition, Betmar snould be all~wed 
to recover the prudently incurred liability insuronce associated 
wich both generatora. The •ttility' s proposed annual lease expe:1se 
of $16, 4 04 for the 100 KW water generator and $6,688 for the 60 KW 
wastewater generator should be disallowed. (GROOM, RIEGER) 

STAPP AM&LXSIS: DEP Consent Order No 96-2199, issued November 27, 
1996, required Becmar to install an emergency water generator. as 
required by Rule 62-555.320(6), Florida Administrative Code, so 
that water service would noc be interrupted in the event: of a power 
failure. Furthermore, in order to continue its wastewater 
operations in the event of a power failu r e, Betmar has requested, 
wi t h DEP's approval , t hat an emergency qeneracor for its wastewater 
lift stat ions be allowed. By letter dated June 19, 1997 , DEP 
informed Betmar that Rule 62-604 .40012) (a), Florida Administrative 
Code, requir es the utility to have t:he capabilit:y t:o provide 
emergency power in case of outages for its wastewater l1ft 
scat ions. 

In the application, Betmar is requesting that lt be allownd to 
lease che two generacors. According to Betmar. a lease arrangement 
gives che utility more flexibility in the fut:ure to seek less 
costly alternat i ve arrangements to meet Rule 62-~55.320(6), Florida 
Adminiot:rat:ive Code. Rule 62-555.320(6 ) , Florida Adminiocrative 
Code, states: 

A utilicy•s auxiliary power requ~rements may be met by 
providing a connection t:o at least t:wo ind~pendent power 
lines, or an interconnection to at least one ocher puLlic 
wacer supply syscem t:hac has sufficient roserve cap~city, 
ox in place auxiliary power 

Based on che UCllicy•s response to staff's data request, an 
addit~onol independent power line ie not availabl~ for thr water 
plane and both Paeco Councy and che C1ty of Zephyrhills w! ll not 
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provide emergency water supply. Therefore. the utlllty was left 
with o n ly the option of installing auxiliary power to meet the 
requirements of Rule 62-55.320 ( 6) , Florida Administrative Code. 
Based on the potential benefit to customers and DEP rules, staff 
believes that the generatoxs are a prudent investment for the 

utility. 

BetlNlr is currently leasing the generators from Environmental 
Specialists Group, Inc. (ESG). The lease for the 100 KW generator 
was executed on January 22, 1997 and the 60 KW generator lease was 
executed on March 19, 1!>96. Both leases were signed by Mrs. Jackie 
Turco of ESO. ESO is owned by Ms. Jackie Turco, who is president 
of ESG and also Mr. Turco's wife. Mr. Turco is employed as an 
associate of BSG, and acts as general manager o f Betmar through a 
management contract with the utili:y. Betmar is owned by Ms Eve 
Turco. daughter of Mr. Turco . Thus, ESG and the utility are 
closely related by its officers. 

After reviewing Betmar•s application , staff had concerns why 
Betmar chose to execute short-term leases for the two generators 
instead of purchasing them. Both generators were leased for a 
period of 48 months. In addition. staff had concerns why ESG was 
chosen to act as the lessor. According to Betmar, ESG has a better 
credit rating than Betmar and therefore it was easier for ESG to 
lease the equipment than Betmar. ESG is charging Betmar the same 
monthly amount that it is paying to the lease company plus a SlOO 
application fee. 

After reviewing the utility's application and its responses to 
staff• s data requests, staff believec it would have been coaL 
beneficial to the utility and ito custorn~rs if the two generators 
were purchased and not leased, as shown on Schedule No . 2 . Staff 
does not agree with the utility's statement that leasing thls type 
of equipment is better in the long run than purchasing. Emergency 
generators are used for a very limited purpose and are probably not 
going to be out-dated in the near future. Furthermore, staff does 
not believe at this time that circumstances will change that will 
allow the utility to meet the requirements of Rule 62 - 555.320(6), 
Florida Administrative Code, in a less coetly way. Thore!ore. 
staff believes it would have been more prudent (or the utility to 
choose the less costly option of purchasing the generators instead 
of leaoing them. According to staff's calculation the utility 
could have purchased the 100 KW water generator and 60 KW 
wastewater generator at an annual increase in the revenue 
requirement of $8,567 and $3,424, respectively. As sho.m on 
Schedule No. 2, the 100 KW water generator and the 60 :~ wastewater 
generator could have been purchased at a total pr1ce of $48,30 0 and 
$19,305, respectively. After calculating the sales tax, 
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ncc•.tmulated depreciation, rate of return, income tax .:~llowance and 
depreciation e>qMtnse on the purcha:Je price, the total annual 
increase to the utility's revenue requirement is $7,837 less than 
the utility• s annual leaoe expense for the 100 KW generator and 
$3,264 less than the utility's annual lease expense for the 60 KW 
wastewater generator. Therefore, staff believes that it would h.:~ve 

been more prudent for the utility to purchase the generators than 
to lease them. In addition. staff recommends that the methodology, 
discussed in laRue 3, to determine the appropriate income tax 
expense allowance for the additional equipment should aloo be used 
in calculating the appropriate income tax expense allowance 
associated with both generators. This calculat1on 1s shown on 
Schedule No. 2. 

According to the utility's response to staff s d~~a request, 
the two generators, if purchased, wou ld be recorded on the 
utility's books as a cash purchase. Based on the forego1ng, t:he 
t wo generators should have been purchased by Betmar at a cost of 
$48,300 for the 100 KW water generator and $19,305 for the 60 KW 
wastewater generator, as shown on Schedule No. 2. Therefore, t:he 
utility's annual lease expense of $16,404 for the 100 KW wat:er 
generator and $6,688 for the 60 KW wastewater generator should be 
disallowed. The utility should be allowed to recover an increas~ 
in revenue requirements of $8,567 for water and $3 ,424 for 
wastewater . 

The utility has also requested iiabilit:y 1nsurance on bot:h 
generators. The annual premium for the 100 KW generator 1s $175 
and the annual premium for the 60 KW generator l& $710. According 
to the utility, due to the 1ncreased exposure of a mobile 
generator, the liability insurance on the 60 KW waGt:ewat:er 
generator is significantly higher than that of the permanently 
located 100 KW water generator. After reviewing the Lnourance 
statement, staff recommends that the liability insurance for both 
generators be approved. 
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ISSVB 2: Should the utility be allowed to recover the operating 
expense of the water treatment plant opera tor wh ich woo required by 
the DEP Consent Order. issued November 27, 199,:? 

BBCOMMENJ)ATION: No. (GROOM, RIEGER) 

STAPP AN&LXSIS: According to the OEP Consent Order issued November 
27, 1996, Betmar t~s had inadequate operator coverage in excess of 
two years. Therefore, Betmar was ordered to have within 5 days of 
the effective date of the Consent Order proot that a cert 1! ied 
licensed operator has been contracted fo r five days per week and 
one weekend visit. In addition, t he opera~or must ma1nta1n 
adequate and accurate records of the potable water system for OEP 
review. 

On June 17, 1996, Bet mar entered into a contract w1 th a 
l ~censed operato r to perform five weekly vis its with one weel<e nd 
visit, maintain an operationa l log and prepare monthly reports. 
The contract was for $400 a month. However. the monthly contract 
with the previous operator was c anceled at a reduction of $100 a 
month. Therefore, the additional annual amount of the new contract 
that Betmar is requesting is for $3,600 or $300 per month. By 
letter dated June \2, 1997, DEP informed Betmar that all conditions 
of the Consent Order have been satisfied . 

After reviewing Betmar•s last rate case, Docket No . 941280-WS, 
staff has analyzed Betmar•s request for additional salary 
associated with plant operation. According to Order No. PSC-95 -
1437 -POF-WS, issued on November 27, 1996, Betmar was allowed a 
$54,000 compensation package for management duties which 10 pa1d to 
ESG. During the utility's last rate case in the above referenced 
docket, staff issued data requeots concerning the justificatiOn of 
the services provided by ESG. The utility' s response otates: 

ESG provides to Betmar Utilities . Inc. the utll.lty 
manager, a Class Double A l icensed operator and a state 
licensed professional engineer. (emphasis added) 

Therefore, staff believes the 1 icensed plant operator's fee of 
$4,800 should be disallowed since an operator was included as part 
of this $54 ,000 management package paid to ESC . 

Betmar has been allowed recovery of $54,000 annually for a 
management package that, among other thinga, ahould have included 
a utility manager . licensed operator and professional engineer . 
However, the utility's water treatment plant haa been operating 1n 
excess of two yeare without a licensed ope~ator . Therefote, it is 
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staff's belief that any a~ount paid for a licensed operator that 
should have been employed two years ago should be paid thr ough the 
annual management fee of $54 ,000 paid to ESG. Therefore, Betmar'o 
r equest to increase the expense associated with the water treatment 
plant operator should be denied . 

10 
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ISSUE 3: Should the utility be all?wed to r ecover all of its 
r~quested expenses associated with the wa ter testing, DEP perm1: 
application and the modification of the water supply and treatment 
facilities which were required by the DEP Consent Order, issued 
November 27, 1996, and if so, should certain non-recurring e xpenses 
be amortized? 

REcot91BHDATION: Nc. The utility should be allowed t O r ecover a 
total o f $8,898, which is a reduction of $2,045 from the uLllity's 
request, for the expenses associated with the water testing, DEP 
permit application a nd the modification of ~he water supply and 
treatment facilities . In addition , the ut il lt~· should amon.1:z:e all 
non -recurring expenses, except the water testing. over 5 years 1n 
accordance with Rule 25 ·30 .433 (9) . Florida Administrative Cede. 
The water testing ex~nses should be amo::ti :z:ed over 3 years to 
coincide with the duration o f those teats . (GROOM. RIEGER! 

STAfF ANALXSIS: According to the utility's application, Betmar is 
requesting the following i ncreased expenses associated with the 
water testing, OEP permit applic ation and the modifica tion of the 
water supply and treatment fac ilities which were required by the 
DEP Consent Order: 

IQTAL Ali.til!AJ.. 
Additional Water Test ing s 3,200 $ 1,067 
Additional Equipment $ 3,632 $ <&;06 
Engineering Costs $ 2,566 ~ 1.283 
Legal Costs (Consent Order! s l. 245 $ 623 
Permit Application Fee s 300 s 150 

Total $10,94 3 $ J,729 

Additional tliatS:J:: Is:at1ng 

By letter dated February 4 , 1997 , OEP ordered Betmar to 
perform compl i ance monitoring of its drinking water. OEP requ ired 
that all water quality analyses must be performed by a lnbor~tory 

certified by the Department o f Health and Rehabilitat!ve Services. 

Exhibit F of the utility's fili ng contained an invoic~ from 
Flowers Chemical Laboratories stating that it ~ould do the required 
three year testing pursuant to Rule 62·550.518, Florida 
Administrative Code, f or $3,200. Although the utility did not 
provide evidence of other bido, otaff believes this to be a 
rePsonable charge for three years of extensive wa ter testing and 
therefore should be approved. 

11 
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The utility has indicated in i ts fil1ng that the amount of 
S3, 200 for water test ing should be a-nort 1zed over r.hree years . 
Gi ven the testing wi ll be r equired fo r three years, staff 
recommends that this is the appropriate amortization period for r.he 
wa ter testing, as shown on Schedule No. 1 

A4ditional Equipment 

According to the Consent Order, Betmar was requ1red to instal l 
approved chlorine weighing devices required by Rule 62-555. 320. 
florida Administrative Code. For justifica tion of the add1t1onal 
equipment, Betmar submi tted in Exhibit I of the uti lity 's filing , 
an invoice f r om Locke Well and Pump Company for $3,632 . After 
reviewi ng t:he invoice, staff believes this is a reasonable amount 
for Betmar to pay for the alarm switches, cyl1nder scales and its 
installation. The utility has also indicated 1n its f1ling that 
this amount for additional equipment should be 1ncluded in plant
i n -servi ce and should be depreciated. 

After further analysis of the utility's i ncome tax e xpe nse 
allowance calculation for the additiona l equipment, 1t appears the 
utility used an incorrect meth:xlology and income tax expansion 
factor percentage. AB shown on Schedule No. 2. the utility 
calculated the income tax expense allowance by applying the income 
tax rate of 15 percent, not the expansion factor, to r.hc total 
allowable return on the additional equipment. In doing th1a 
calculation , the utility used ito overal l weighted cost o! capir.al 
to determine the allowable return amount . The app.opriate i ncome 
tax expense allowance fo r the additional equipment should be 
calcu1nt:cd by t:aking t:he net: coat: of t:he additiOnAl "'quipr.ent and 
multiplying it by the ut:ility'e return on common equity . Th1s 
amo~nt should then be mult:iplied by the expans1on fact:or of 17.64 
percent:, not the income t:ax rate, to determine the appropr1ate 
income tax expense allowance. This calculation is ahown in more 
detail on Schedule No. 2. Therefore, staff recommends that the 
t:otal annual expense of $647, as shown on Schedule No. 2, !or the 
additional equipment should be approved. 

Bpgineorinq COsts and Permit Application 

Pursuant to t:he Consent Order, DEP determined Betm .. r nad 
modified the water treatment system by the addition of ~ high/low 
vacuum alarm system and the addition of a sequestant agent (Aqua 
Mag) oystem f o r corroeion control without a pdrmit. Therefore , 
Betmar contracted Towaon-Rogars Engineering, Inc. , to modify the 
DEP permlt: to include the Aqua Mag syat:em, the high/low vacuum 
alarm, the automat:ic diale r and the inecalla~ion of the emergency 
generator . 

12 
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Betmar requested recovery of $2,566 for engineering expenses 
assc=iated with the DEP penni t '!IOdificat ion. However. by letter 
dated October 23, 1996, Towson- Rogars Engineering, Inc., ind1cated 
that $800 of the total amount was included ~ven thouglo 1t may not 
be needed. Therefore, given Betmar filed this application on May 
1, 1997, staff believes that those services were not performed 
since the utility did not submit additional updated invoH·es 
associated with that $800. Therefore, staff recommends that 
$1,766, which is a reduction of $800 from the utility's requeaL . 
should be allowed for the total engineering expenses . 

The utility has indicated ln its filing that the amount for 
engineering expenses should be a~rtized over two years. However, 
staff believes that the amorti zatlon of these non·recurrlng 
expenses should be in accordance with Rule 25 -30. 4 33(9), Plorida 
Administrative Code. Rule 25-30.433 (9), Florida Admlnistrat-ve 
Code, states: 

All non-recurring expenses shall be amortized over a 5-
year period unless a shorter or longer period of time can 
be justified. 

The utility did not provide justification for a shorter pertod of 
time . Therefore, the engineering expenses should be amortized over 
5 years in accordance with this rule. In addition, staf( 
recommends that the OEP permit application fee of $300 should also 
be amortized over 5 years. 

Legal Qootu !Conaent Order) 

The utility has requested recovery of $1,245 for legal ~osts 
related to the DEP Consent Order . Staff has some concern allowing 
recovery of legal fees associated with the DEP Consent Order. 
Pursuant to the Consent Order, Betmar was fined 1n the amount o f 
$6, 900 for viol at ions of OEP rules. The Consent Order stated 
Betmar had inadequate operator coverage in exc~as o f two years. 
operated a corrosion control system without a permit, unapproved 
cross connections, several structural deficiencies and 1nadequate 
c hlorine weighing devices. 

Although staff ia recommending approval oi some costs 
associated with the modification of the plant as requ1red by the 
Consent Order, staff has some apprehens ion in ftllowing recovery of 
legal fees a•eociated with contesting the allegations of the 
Consent Order. Oiven the nature of these violations, staff 
bel1eveo that if the utility wishes to pursue legal action against 
DEP'a Consent Order, thac che utility's legal coe tu ohould be the 
sole responsibility or the owner/shareholders of the utility, and 
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therefore, noc included in races. Staff does not see any beneflt 
to the utility or its ratepayers for e~ploying legal counsel to 
contest DEP's Consent Order. Therefore, staff believes it was not 
a prudent decision by the util1ty to have legal counsel challenge 
the allegations of the Consent Order. 

Furthermore, the burden of proof in a Commission proceed1ng 1s 
always on a utility seeking a rate increase. Florida Power Corp. 
Y.· Creeae, 413 So. 2d, 1187, 1191 (Fla . 1982). Even if the legal 
fees were found prudent, staff believes the utility has fa1led to 
meet its burden in that it failed to file supporting documentatlon 
to justify its requested legal expenses associated with the Consent 
Order. The utility's justificatlon contained ir. ics responses to 
staff's first daca request was as follows: 

The legal costs of $1,245, shown in Section III, Pages 
110-117 of the Limited Proceeding Appli Cation, ~re 

legitimate utility expenses which were incut·red in 
connection with the Department o( E:nvironmencal 
Protection consent Order. Aa such, chey are appropriate 
f or recovery in this proceeding. 

Based on the above, staff does not believe that the legal fees 
associated wich the Consent Order were prudent or just1fled. 
Therefore, staff belie·1es the $1,245 for legal fees related to the 
DEP consent Order should be denied. 

SY!J!Mry 

Based on the foregoing, otaff recommends that the ut1l1ty 
should be allowed to recover the following expenoes associated wtth 
the water testing, DEP permit application and the modification ot 
the water supply and treatment fa~il1ties: 

Additional Water Testing 
Additional Equipment 
Engineering Costs 
Legal Costs (Consent Order) 
Permit Application Fe& 

Total 

TOTAL 
s 3,200 
$ 3,63:1 
$ 1,766 
s 0 
s 30Q 

$ 8,898 

ANN\IAL 
s 1,067 
s 647 
s 353 
s 0 
s 60 

s 2,127 

Staff recommends that the utility should be allowed to recover a 
total of $8,898, which is a reduction of $2,045 from the utility's 
request, fvr the expenses llsted above . 
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In addition, the utility has indicated ~ .1 its filing that 
several non-recurring expenses, discussed above, should be 
amortized over two or three years dependlng on the expense . 
However, staff believes that the amortization of all non-recurring 
expenses, except the water testing, should be amortized over S 
years which is in accordance with Rule 25·30 .4~3 (9). Flonda 
Administrative Code. The water testing expenses should be 
amortized over 3 years to coincide with the duration of tho11c 
tests. 
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ISSYB 4: What amount of the addltional e'tpenst!s assocuH.ed wnh 
autod1al alarm system and cellular phone service should the util1ty 
be allowed to recover? 

RBCQMHKNDATION: The utility should be allowed to r ecover $750 o f 
the expenses associated with the autodial alarm system and $413 of 
the cellular phone service expenses. In addition, the utility 
should be allowed to recover th& autodial's one tlme setup charge 
of $276, however, it should be amortized over a 5-year penod 
pursuant to Rule 25-~0.43319), Florida Administrative Code. (GROOM. 
RIEGER) 

STAfF AM&LXSIS: In its application, Betmar is requesting that it be 
allowed to recover $750 of the expenses associated with the 
autodial alarm system and $825 of the expenses associated with its 
cellular phone service. According to the utility, the autodia1 
alarm system was required by the DEP Consent Order so t.hat "'hen a 
well has either a power outage or a high or low chlorine levP.l it 
will automatically dial three emergency numbers. The master lift 
station is also equipped with an autodial system and will activate 
when there is a high flow level or pump failure. In addition, the 
utility has also requested recovery of the one time setup fee for 
the automated dialup alarm system. GTE of Florida has billed the 
utility $276 as a one time setup fee. The utility requests that 
this one time charge be amortized over a two year period . 

The utility io requesting that the eYpenses associated with 
t wo cellular phone services be recovered in thio proceeding . The 
two cellular phones are used by the utility employee on duty and 
Mr. Turco who is contracted by the utility from ~SG. The utility 
believes that faster access to the field employees and its mana9er 
1s the benefit of having cellular ~hones. 

Given that the OEP Consent Order required Betmar to install 
the autodial alarm oystems, staff believes that all expenseo should 
be approved. Staff believes there is a benefit to the utllity and 
its customers regarding these aucodial alarm systems . However. the 
onetime setup fee of $276 should be amortized over a S-year period. 
pursuant to Rule 25-30.433(9), Florida Administrative Code, and not 
a two year period as requested by the util1ty. Rule 25·30.433(91, 
Florida Administrative Code, otatea: 

All non-recurring expenses shall be amortized over a 5-
year period unless a shorter or longer period of t1me can 
be justified. 

The utility did not provide justification for a shorter period of 
time . Therefore, the one time setup charge for the autodial oystem 
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should be amortized over 5 years 1n ac~ordance w~th th~s rule, as 
shown on Schedule 1. 

Regarding the cellular phone service, staff has analyzed the 
utility's request to recover the costs o( Mr. Turco's cell\:lar 
phone service. According to the utility's laot rate case, Docket 
No. 941280-WS, Betmar paid $54,000 to ESO for Mr . Turco's 
management fees. Order No. PSC-95-1437-FOF-WS, issued November 27, 
1995, etates: 

... we find that $54,000 is reAsonable compensation tor 
Mr. Turco's management duties. However, ESG shall 
continue to pay his taxes and benefits. 

Based on this information. eta! f believes any type of expe"ls~s 

associated with cellular p~one service for Mr . Turco should be pa~d 
by ESG and not th~ utility. Therefore, staff recommends rem~v~ng 
$413, or half, of the cellular phone service expenses. 

Based on the forgoing, the utility should be allowed to 
recover $750 of the expenses associated with the autod1al alarm 
syst:em and $413 of che cellular phone service cxpenoco. In 
addition, the utilir.y should be allowed to recover the autodial's 
onetime setup charge of $276; however, it should be amortlzed over 
a 5-year period pursuant to Rule 25·30 . 433 (9), Flonda 
Adminietrative Code. As requested by the utility, these expenses 
should be allocated 75 percent to the water operat:ions and 25 
percent to the wastewater operations. 
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DOCKET NO. 970521-wS 
DATE: OCTOBER 23, 1997 

ISSQB 5: Should an adjustment be made to cor r ect an error in th<' 
total allowable operations and maintenance expenses from Docket No. 
941280-WS? 

BBCOMMENDATIQH: Yea . Betmar•a annual revenues should be reduced by 
$3,173 for water and $2,115 for wastewater to corr ect an error 1n 
the total al lowable operations and maintenance expenses mane 1n 
Docket No. 941280-WS. (GROOM) 

STAfF AHALXSIS: In Betmar• s last rate case o1der . Order No. PSC -
951437-FOF-WS, issued November 27, 1996 , an en or 1n the total 
allowable operations and maintenance expense ca l culation was m~de. 
A formula error contained in the Final Order worksheets d1d not 
i nclude a proposed reduct ion to the contract serv ices expenses 1n 
t he amount of $3,173 for water and $2,115 fo r wastewater. 

Betmar has proposed in this limited proceeding to recogntze 
this error by reducing the proposed water and wastewater revenue 
increase by the error amount. As reflected i n its applicat.ion, 
Betmar proposes to reduce the water revenue by $3 . 173 and the 
wastewater revenue by $2,115. 

Staff agrees that this error should be recogn1zed and 
corrected in this limited proceeding. Therefore. Betmar 's revenues 
should be reduced by $3,173 fo r water and $2,115 !or wastewater t o 
correct the error made in the last rate case. 
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ISSQB 6: What is the appropriate provis1on for rate case expense? 

&BCOMHBNDATIQN: The appropriate amount of rate case expense is 

$17,605, resulting in annual amortization expenses of $3,433 and 
$968 for water and wastewater operations, respertively. Therefore, 
an adjustment should be made to increase the utility's requested 
test year e.xpenses for water by $1,433 and reduce wastewater 
expenses by $1,032. (GROOM) 

STAPP AHALXSIS: !:1 its apphcation, the utility projected an 
original estimate of $16,000 for rate case expenfle related t.C' the 
limited proceeding. The utility's projection consloted of 
estimates for outside lega l services. consulting services, and the 
application fee. The utility allocated rate caae e~penoe in the 
amount of $8,000 to water operations and $8,000 to wastewater 
ope~ations. This allocation resulted in projected annual rate case 
amortization expense of $2,000 for both water and wastewater . 

In the utility's response to staff's second data request, 
Betmar updated its actual rate case expense figures as of July 31, 
1997. The utility's response stated that total rate case e xpense 
!actual expenses as of July 31, 1997) total $17,605 for the limited 
proceeding. Their response contained supporting information and 
justificati~n for Betmar•s consultants, counsel, and miscellaneous 
costs. The components of total rate case expense io summarized as 
follows: 

Regulatory Consultants, Inc. 

Legal Costs 

FPSC Application Fee 

Total 

Estimate 
in 

Filing 

10,500 

3,500 

2.000 

$16.990 

Actual 
7/31/97 

13. 058 

2,547 

2,000 

517,605 

Staff recommends that the utility be allowed to recover the 
actual amount of $17,605 for rate case expense associated with chis 
limited proceeding. This amount represent.& actual rate case 
expenseo that were justified by invoices up to July 31, 1997. 
Staff understand• that the utility may incur additional rate case 
expense after July 31, 1997, however, the utility did not provide 
any additional justification or support for 1ts projected cxpenoeo . 
Therefore, given the actual amount exceeds t ho original est~~ated 

19 



DOCKET NO. 970521-WS 
DATE: OCTOBER 23, 1997 

amount and since no further JU&tlf l cat ion waa f1led, staff 
r ecommends that $17,605 be approved for the total amount of rate 
case expense . In addit ion, staff recommends that the rate case 
expense be allocated based on the number of water and wastewater 
customers . 
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ISSUE 7: What is the appropriatP water and wastewate r revenue 
increase? 

UCOMMENDAIIOH: The following water and 
(GROOM) requirements should be approved: 

Water 
Wastewater 

$ 
$ 

TOTAL 
213,146 
222,389 

S INCREASE 
s 12,367 
s 3. 466 

wastewater 

t INCREASE 
6.16 \ 
1.58\ 

revenue 

STAPf AftALXSIS: The revenue requirement is a summary computation 
that is dependent upon previously approved provisions for nne 
base, cost ot capital, and operating expenses . Getmar requested 
final r ates designed t o generate annual revenues of $225.810 and 
$227,138 for water and wastewater . respective ly. T~ese revenues 
exceed current revenues by $25,031 (12.47\ 1 f or the water 
c perations and $8,21 5 (3.75\ l for the wastewater operatlons. 

Based upon staff's proposed recommendations. we recommend 
approval of rates that are desjgned t o generate a revenue 
requirement of $213,146 tor water which is an incr edoe of $12,367 
or 6.16' and $222,389 for wastewat er which is an increase of 53. 466 
or 1. 58\. 
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ISSQE 8: What are the approp~iate water and waotewatcr rateo? 

RECOMMRNJ)ATIQN : Staff' s recommended rates should be designed to 
allow the utility the opportunity to generate annual operating 
r evenueo of $213,146 for wate r and $222,389 for wastewater. The 
utility should file revised tariff sheets consiotent wlth the 
decision herein. Further, a proposed customer not ice to reflect 
the appropriate rates should be filed pursuant to Rule 25-
22.0407(10), Florida Administrative Code. The approved rates 
should be effective for service rendered on or after the stamped 
approval date on the tariff sheets pursuant to Rule 25 30.475(1), 
Florida Administrative Code, provided the customero have rece1ved 
notice. The rates should not be implemen ted until oroper notice 
h3a been received by the customers. The utility should prov1de 
proof of the date notice was given within 10 days after the date of 
the notice. (GROOM) 

STMP ANALYSIS: The permane nt rates requested by the utility are 
designed to produce revenues of $~25,810 for water and $22'/,138 for 
waotewater service. The request:ed revenues represent an Increase 
o f $25 , 031 or 12.47\ for water service and $8,215 or 3.75 \ for 
wastewater service. 

The final rates approved !or the utility should be debigned to 
produce annual revenues of $213,146 tor water service, wh1ch is an 
increase of $12,367 or 6.16\, and $222,389 for wastewa ter service, 
which is an increase of $3, 466 or 1.58\. 

The utility has requested a revenue al location between the 
baoe facility charge and gallor.age charge different from tl.e one 
approved 1n its last rate case, Docket No. 94 1280 - WS. The utllit)' 
is requesting that more of the revenue increase be collected 
through ito base facility charge than ita gall onage charge. No 
justification for this proposed c hange was provided b~· the uLi lity. 
Therefore, staff believes that it would be more approprlate to set 
the rates where the utility collects the revenue increase by the 
same revenue allocation approved in its last rate case. Pursuant 
to Order No. PSC-95-1437 -POP-WS, in Docket No. 94 1280 -WS. the 
Commission stated: 

... to have a higher allocatlon of cost to the 
04Jie facility charge. thereby reducing the 
gallonage charge, may have the impact o{ 
promoting increased water usage. 

Therefore, staff recommends that the reve.1ue 1ncrcaoe, approved 
herein, should have the aame revenue allocation approved in the 
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utility's last rate case. To insure the same revenue allocat1on 
approved in ita last rate case, staff has applied the increased 
revenue for both water and wastewater by an equal percentage basis 
to calculate rates. 

The utility should be required to file revised tariff sheets 
consistent with the decision herein. Further, a propooed customer 
notice to reflect the appropriate rates should be !1l~d pursuant to 
Rule 25-22.0407(10), Florida Administrative Code. The approved 
rates should be effective for service rendered on or after the 
stamped approval date on the tariff sheets purauan~ to Rule 25-
30.475(1), Florida Administrative Code, provided the 'ustomcr& have 
received notice. The rates should not be implemented ~ntil proper 
notice has been received by the customers. The utlltty should 
provide proof of the date notice was given within 10 days after the 
date of the notice. 

A comparison of the utility's current rates, utility's 
requested final rates, and staff's recommended finnl rates are 
shown on $chedule Nos. 3A and 38. 
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ISSQB 9: What is the appropriate a~ount by which rates should be 
reduced four years after the established effective date to reflect 
the removal of the amortized rate case expense as required by 
Section 367.0816, Florida Statutes? 

RECOHMBNPATIQN: The wa ter and wastewater rates should be reduced 
as shown on Schedule Nos . 4A and 48 to remove $3,595 for water and 
$1.014 for wastewater for rate case expense grossed-up for 
regulat ory assessment tees which are being amortized over ~ four 
year period. The decreases in rates should be com~:< ef feet i ve 
immediately following the expi r ation of the four year recovery 
period, pursuant to Se ction 367.0816, Florida Stat utes . The 
utility should be required to file revised tariff sheets and 
proposed customer notices setting forth the lower rates and the 
reason for the reductions no later than one month prior to the 
actual date of the r equired r•te reductions. (GROOM) 

STAFF ANliJ..YSIS: Section 367. 0816, Florida Statutes, r equires that 
the ra tes be reduced immediately following the expiration of the 
four year p eriod by the amount of rate case expense previously 
authorized in the r ates. The reduction s hould reflect the removal 
o f revenues associated with the amortization of rate case expense 
and the gross-up for regulatory assessment fees which is $3,595 for 
water and $1,011 for wastewater. The removal of rate case expense 
g r ossed-up for regulatory assessment fees will result in the 
reduction of rate9 recommended by staff on Schedule Nos. 4A and ~B. 

The utility should be required to file revised tariffs no 
tater than one month prior to the actual date of the required rate 
reduction. The utility also shou ld be required to file propooed 
customer notices setting forth the lower rates and the reason ! or 
the reductions no later than one month prior to the actual date of 
the requirP.d rate reduction. 

If the utllity files thio reduction in conjunction '-'lth a 
pr1ce 1ndex or pass-through rate adjustment, separate data should 
b.! f1led for the price index and/or pass-through increase or 
decrease, and for the reduction in the rates due to the removal of 
amortized rate case expense. 
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ISSUE 10: Should this docket be closed? 

BBCOMMBNDATIQN: This docket should be closed if no person, whose 
interests are substantially affected by the propos ed act ion. f1les 
a protest within the 21 day protest period and the util1ty's f1l1ng 
of and staff• s approval of revised tariff sheets . Once al l 
outstanding requirements have been completed, thls <iocket should be 
closed administrati,ely. (BRUBAKER, GROOM) 

STAfF A8ALX8I8: If a timely protest io not :-eceived from a 
substantially affected person by the end of the prcLest per1od, and 
the utility files and staff approves the revised t.ar!Cf sheets, t:.he 
docket should be closed admu.istratively. 
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