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PUBLIC UTILITIES COMMISSION

ANNUAL TARIFF REVIEW PROCEEDINGS

INITIAL DECISION

for

Belize Water Services Limited 

March 2005

Legal Framework

The Public Utilities Commission Act (No. 39 of 1999) establishes The Public Utilities Commission (PUC) as the economic regulator for the water, electricity and telecommunications sectors in Belize.  The primary duty of the PUC is to ensure that the services rendered by public utility providers (defined in the PUC Act) are satisfactory and that the charges imposed in respect of those services are reasonable. The PUC has the power to fix the rates and the Quality of Service Standards for a public utility provider.  The PUC also awards licenses and monitors and enforces compliance with license’ conditions.   On March 23, 2001 the PUC issued an operating license for a period of twenty five years to Belize Water Services (BWS).

The Water and Sewerage (Tariff) Byelaws, Statutory Instrument No. 67 of 2002, passed on June 1, 2002 establishes the Full Tariff Reviews Proceedings (FTRP) and the Annual Review Proceedings (ARP).  The First FTRP for BWS was conducted during the period October 31, 2003 through April 17, 2004.  On April 17, 2004, the PUC issued their Final Decision, which among other determinations, approved a revenue increase through tariffs of 17 % effective April 01, 2004.

Application by Belize Water Services 

Statutory Instrument No. 67 of 2002 requires the PUC to hold an ARP on the request of BWS and on the basis of “Exceptional Circumstances”.   “Exceptional Circumstances” is defined in the Bye Laws as any act, event, or circumstance beyond the reasonable control of BWS which has a material effect on the financial position of BWS.  On December 20, 2004, BWS applied to the PUC for an ARP based on their claim of the occurrences of  the following two “exceptional circumstances”:.

1. the tariff reclassification of some 4500 customers from sewer to water only rates based on the FTRP Final Decision.  The reclassification has caused a projected loss in revenue of some $3.02 million over the FTP (Sewer Zone Delineation). 

2. the increased cost from the unforeseen need for additional chemical treatment required at the Double Run Water Treatment Plant to ensure compliance with standards.  The estimated additional cost is projected at $4.64 million over the FTP.

The application states that these two matters were not considered during the FTRP, did not form part of the Final Decision, and were not raised in the judicial review proceedings.  BWS is seeking a 7% tariff increase effective April 1, 2005 to allow the business to meet its operational and capital expenditure costs, performance targets, and contractual and legal obligations.  

Exercise of Regulatory Authority

The PUC with the authority given under the Water and Sewerage (Tariff) Byelaws, Statutory Instrument No. 67 of 2002 and other governing legislation renders the following initial decisions:  

Decision 1

 The PUC hereby approves an adjustment to the Tariff Basket as set out in Appendix 1 to correct the loss in revenue to BWS resulting from the reclassification of customers from sewer to water only rates as a result of the Final Decision.  The Tariff Basket adjustment will return Revenue Levels to those levels approved by the PUC in its Final Decision.  The Revised Tariff Structure is to become effective on April 1, 2005.

Reasons for Decision

On April 17, 2004 the PUC issued their Final Decision of the FTRP approving a revenue increase through tariffs of 17%.  In determining the tariff basket that would apply different rates to different customer classes and aggregately provide the 17% increase, the PUC used a customer database provided by BWS to the PUC during the FTRP.  The customer database had approximately 4,500 customers classified as “water and sewer” customers who were actually “water only” customers.  The PUC required BWS to reclassify these customers so that they would be charged for the services that they actually received and as a result of the reclassification BWS experienced a shortfall in revenue from tariffs.

Considering that this change was required of BWS by the PUC in the Final Decision and that the database used leading to the Final Decision reflected the historical assessment of tariffs by BWS wherein the differentiation was not required under the governing regulations, the PUC determined that the loss of revenue was beyond the reasonable control and had a material effect on the financial position of BWS.   

The PUC has therefore adjusted the Tariff Structure to be used over the four remaining year of the FTP.

Decision 2:
The PUC has determined that the application by BWS to increase tariffs to cover the cost for additional chemicals at the Double Run Water Treatment Plant has no merit and hereby disapproves the proposal.

Reasons for Decision

In their application BWS stated that the PUC did not provide for any additional chemicals in the Final Decision of the FTRP.  As a result “BWS is now faced with meeting the significant additional unforeseen costs required to ensure WHO compliance”.  

During the FTRP the PUC Review Team and the Independent Expert reviewed the operations at the Double Run Plant including the issue of aluminum spikes in the treated water.  The PUC approved some $1.43 million in the business plan to be disbursed in year 5 of the FTP to address the water quality improvement needs of the Double Run Plant.  These improvements are still pending.  As required by the Bye Law, the aluminum spikes are not an “unforeseen circumstance”.

In regards to the “required WHO compliance”, the World Health Organization does not have a health based guideline value for Aluminum levels in drinking water as to date there is no consistent, convincing evidence that Aluminum in drinking water causes adverse health effects in humans.  However, t  he WHO has recommended practicable levels of Aluminum in drinking water based on optimization of the coagulation process in water treatment plants that use Aluminum based coagulants.  The Double Run Plant is not operating optimally thus contributing to the failure to meet the practicable level of residual aluminum as recommended by the WHO.

The review by the PUC has confirmed that BWS has not incurred any increase in expenses for additional chemicals to treat aluminum spikes through January 31, 2005

REVIEW DOCUMENTATION

Reports and other documentation used in the Annual Review Proceedings are available for viewing at the offices of the Public Utilities Commission, No. 63 Regent Street, Belize City, Belize.  Some of the documentation will be also made available on the PUC website:  www.puc.bz.

BY ORDER OF THE OFFICE

SIGNED THIS 8th DAY OF MARCH 2005

Dr. Gilbert Canton

Chairman

	Appendix 1

	Per US Gallons (4/5 Imperial Gallon)

	Areas of Supply
	Rates and Conditions

	
	

	A.  Those areas of Belize City and Belmopan City within the sewer zones.
	2.(a)  In any one month for less than 1,001 gallons a fee of ………………………..…$9.00

	
	   (b)  Proportionate fee for every gallon thereafter up to 2,000 gallons inclusive at the rate per 1,000 gallons of ………………..$15.50

	
	   (c)  Proportionate fee for every gallon above 2,000 gallons and up to 3,000 gallons inclusive at the rate per 1,000 gallons of .………..$17.00

	
	   (d)  Proportionate fee for every gallon above 3,000 gallons and up to 4,000 gallons inclusive at the rate per 1,000 gallons of .………..$18.00

	
	   (e)  Proportionate fee for every gallon above 4,000 gallons and up to 5,000 gallons inclusive at the rate per 1,000 gallons of .………..$19.00

	
	   (f)  Proportionate fee for every gallon above 5,000 gallons and up to 6,000 gallons inclusive at the rate per 1,000 gallons of .………..$20.00

	
	   (g)  Proportionate fee for every gallon above 6,000 gallons and up to 7,000 gallons inclusive at the rate per 1,000 gallons of .………..$20.50

	
	   (h)  Proportionate fee for every gallon above 7,000 gallons and up to 8,000 gallons inclusive at the rate per 1,000 gallons of .………..$21.00

	
	   (i)  Proportionate fee for every gallon above 8,000 at the rate per 1,000 gallons of ...$21.50

	
	

	B.  Corozal, Orange Walk, Benque Viejo del Carmen, San Ignacio/Santa Elena, Dangriga, Punta Gorda, Burrell Boom, San Jose Succotz, Ladyville, Sandhill, Hattieville, Roaring Creek, Camalote, Teakettle, and those areas of Belize City and Belmopan outside of sewer zones and all other sub-urban and villages serviced by Belize Water Services Limited.
	2.(a)  In any one month for less than 1,001 gallons a fee of ………………………..…$7.50

	
	   (b)  Proportionate fee for every gallon thereafter up to 2,000 gallons inclusive at the rate per 1,000 gallons of ………………..$12.00

	
	   (c)  Proportionate fee for every gallon above 2,000 gallons and up to 3,000 gallons inclusive at the rate per 1,000 gallons of .………..$13.00

	
	   (d)  Proportionate fee for every gallon above 3,000 gallons and up to 4,000 gallons inclusive at the rate per 1,000 gallons of .………..$13.50

	
	   (e)  Proportionate fee for every gallon above 4,000 gallons and up to 5,000 gallons inclusive at the rate per 1,000 gallons of .………..$14.00

	
	   (f)  Proportionate fee for every gallon above 5,000 gallons and up to 6,000 gallons inclusive at the rate per 1,000 gallons of .………..$15.00

	
	   (g)  Proportionate fee for every gallon above 6,000 gallons and up to 7,000 gallons inclusive at the rate per 1,000 gallons of .………..$16.00

	
	   (h)  Proportionate fee for every gallon above 7,000 gallons and up to 8,000 gallons inclusive at the rate per 1,000 gallons of .………..$16.50

	
	   (i)  Proportionate fee for every gallon above 8,000 at the rate per 1,000 gallons of ...$17.00

	C.  San Pedro, Ambergris Caye
	2.(a)  In any one month for less than 1,001 gallons a fee of ………………………..…$22.00

	
	   (b)  Proportionate fee for every gallon thereafter up to 2,000 gallons inclusive at the rate per 1,000 gallons of ………………..$26.00

	
	   (c)  Proportionate fee for every gallon above 2,000 gallons and up to 3,000 gallons inclusive at the rate per 1,000 gallons of .………..$28.00

	
	   (d)  Proportionate fee for every gallon above 3,000 gallons and up to 4,000 gallons inclusive at the rate per 1,000 gallons of .………..$30.00

	
	   (e)  Proportionate fee for every gallon above 4,000 gallons and up to 5,000 gallons inclusive at the rate per 1,000 gallons of .………..$32.00

	
	   (f)  Proportionate fee for every gallon above 5,000 gallons and up to 6,000 gallons inclusive at the rate per 1,000 gallons of .………..$38.00

	
	   (g)  Proportionate fee for every gallon above 6,000 gallons and up to 7,000 gallons inclusive at the rate per 1,000 gallons of .………..$45.00

	
	   (h)  Proportionate fee for every gallon above 7,000 gallons and up to 8,000 gallons inclusive at the rate per 1,000 gallons of .………..$50.00

	
	   (i)  Proportionate fee for every gallon above 8,000 at the rate per 1,000 gallons of ...$55.00
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