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ABSTRACT

Standby water fees/user fees for fire sprinkler system connections to water
mains, levied by water utility agencies, were being challenged as excessive and
unwarranted by fire protection organizations. Most water utility agencies claimed a
right to charge standby water fees/user fees and believed they were reasonable and
justified. The purpose of the research was to identify and evaluate the issues on both
sides of the debate and to formulate recommendations. Historical and descriptive
research methodology was use to answer these questions:

1. Which states have proposed or enacted legislation or rules regulating
standby water fees/user fees?

2. What is a reasonable standby water fee/user fee?

3. What services do water utility agencies provide to justify their standby
water fees/user fees?

4, What alternatives are available to water utility agencies that depend on
the revenue generated by standby water fees/user fees?

Published literature was reviewed, including detailed accounts of legislative
action in Florida and complaint proceedings before the Maine Public Utilities
Commission. Two separate survey instruments were prepared. Survey gquestionnaires
were received from state fire marshalsin all 50 states. Survey questionnaires were
received from 43 water utility directors from Broward County, Florida, and Palm
Beach County, Florida.

The "State Fire Marshal Survey" revealed that legislation and legal challenges
regulating or prohibiting standby water fees/user fees had been initiated in six states:
California, Florida, Louisiana, Maine, New Jersey, and Wisconsin. The "Water Utility
Director Survey" found that 53.3 percent of the water utility agencies in the 2-county
area charged standby water fees/user fees. The fee schedules ranged from zero dollars
for 20 water utility agencies to $10,283 annually for a 12-inch connection in Jupiter,
Florida. The total annual revenue for the 2 counties was $1,785,201. If al or part of
this revenue was lost due to a change in state laws a majority of water utility directors
favored shifting the cost burden to all customers. The 23 water utility directors that
charged fees also indicated the services provided to justify their fees.

A distinction was made between "standby water fees' and "user fees' for water
service. The study found that "user fees" for "administrative costs,” "mapping of
connections and street valves," "annual inspection and maintenance of street valves,"
and "contingency funding for eventual replacement of pipe" were reasonable and
justified. The study found that "standby water fees" that include "estimate for water
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that could be used during afire" and "charges to maintain fire flow capability" were
unreasonable and unfair.

The study recommended support for reasonable "user fees' for water service
and recommended the elimination of unreasonable "standby water fees." Boca Raton
Utility Services was encouraged to eliminate "charges to maintain fire flow capability"”
from their fee structure. Water utility agencies in Broward County and Palm Beach
County were encouraged to use the statistics in the study as benchmarks to evaluate
their own rates. The study also recommended that fire service agencies and water
utility agencies open lines of communications to assure the cost of maintaining fire
sprinkler systems s fair and reasonable.
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INTRODUCTION

Standby water fees/user fees for fire sprinkler system connections to water
mains, levied by water utility agencies, are being challenged as excessive and
unwarranted by fire protection organizations. Most water utility agencies claim aright
to charge standby water fees/user fees and believe they are reasonable and justified.
Some fire service agencies, fearing they will have to make up the revenue lost by the
water utility agencies, favor leaving the current fees as they are. The purpose of this
research is to identify and evaluate the issues on both sides of the debate and to
formulate recommendations.

This study uses historical and descriptive research methodology and seeks to
answer these questions:

1. Which states have proposed or enacted legislation or rules regulating
standby water fees/user fees?

2. What is a reasonable standby water fee/user fee?

3. What services do the water utility agencies provide to justify their
standby water fees/user fees?

4, What alternatives are available to water utility agencies that depend on
the revenue generated by standby water fees/user fees?

BACKGROUND AND SIGNIFICANCE

The National Fire Academy Executive Leadership course requires that each
student complete an applied research project within six months of completing the
class. Thisresearchisrelated to "Unit 12: Evaluating” of the Executive Leadership
course. Analysis methods for complex situations, asillustrated in case studies
presented with "Unit 12: Evaluating,” were used in thisresearch. The topic for this
research was standby water fees/user fees for fire sprinkler system connections to
water mains.

This research isimportant to the fire service for several reasons. The research:

Identifies which states have proposed or enacted legislation or rules
regulating standby water fees/user fees.

Determines what is considered a reasonable standby water fee/user fee.
Determines the services water utility agencies provide to justify their
standby water fees/user fees.

Determines alternatives available to water utility agencies that depend
on the revenue generated by standby water fees/user fees.
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L egislation proposing regulations on standby water fees has been debated in
Florida for the past three years. The City of Boca Raton Utility Services Department
could be faced with a $200,000 budget short fall if the legislation were enacted. The
City of Boca Raton Fire-Rescue Services Department has an interest in advocating fire
sprinkler protection and assuring that the cost of maintaining fire sprinkler protection
isreasonable.

LITERATURE REVIEW
Introduction

The literature review is subdivided into four main parts, one for each of the
issues covered by the research questions. The purpose of the literature review isto
determine what has been written about the issues.

State Legislation/Regulations on Standby Water Fees/User Fees

State of Florida

For the third consecutive year, legislation was filed with the State of Florida to
prohibit standby water fees. "The National Fire Sprinkler Association (NFSA) affiliate
chapter in Floridais already primed for the 1995 legislative session. On the agenda
for this year again is the Standby Water Fee Prohibition bill to be sponsored by Florida
Senator Pete Weinstein, though the association is still in need of a house sponsor on
thisissue" (Brumbeloe, January 1995, p. 24). Senator Weinstein's legislation was
labeled " Senate Bill 776" and can be found in Appendix A. The proposed change to
Florida Statute 180.192 reads, "A municipality within the state, or a private company
or corporation under contract with a municipality pursuant to s. [statute] 180.17, which
operates a waterworks system may not charge arate for fire sprinkler system
connections or any yard hydrants attached thereto. A municipal water system operator
or aprivate water system operator may charge areasonable rate if the needed fire flow
for a property, as determined in accordance with the standards of the Insurance
Services Office, creates a demand on the water supply system. This subsection does
not prohibit a municipal water system operator or a private water system operator from
charging connection fees, impact fees, or other user fees to offset costs directly
attributable to facilitating a fire sprinkler system” (Florida Senate Bill 776, 1995, p. 2).
A similar provision proposing an amendment to Florida Statute 153.64 for county
water agencies was also included in Senate Bill 776. Senate Bill 776 died in
committee before the end of the 1995 legislative session.

The Florida Fire Sprinkler Association's attempt with the legislation in 1994
was also unsuccessful. "We took areal beating from the private water companies this
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year," the association stated in its report for the first quarter of 1994. "The private
water companies simply do not wish to lose its standby water fee windfall¥s All
waterworks companies should have the ability to stop leaks within its system as good
as their lobbyists ability to stonewall our public interest legislation”
(Wakeman/Walworth, June 1994, p. 120).

The best success with the legislation was attained in the first attempt in 1993
when the legislation passed the Senate, but died in the House of Representatives.
"House Bill 2137, Fire Safety passed the Florida Senate but died on calendar before it
could get afull reading in the House. The bill prohibits charging standby water feesto
buildings with fire sprinkler system" (Wakeman/Walworth, June 1993, p. 10). The
purpose of the legislation was written in U. S. Fire Sprinkler Reporter, "Penalizing
consumers by charging monthly standby fees for their connection to the water main
while not penalizing nonsprinklered buildings which drive up fire suppression costs
and water supply distribution system costs is considered discriminatory”
(Wakeman/Walworth, January 1993, p. 11).

The Florida Fire Sprinkler Association went on record opposing standby water
charges as early as 1992. "According to Buddy Dewar, the Association's Executive
Director, in some areas of the state almost 60 percent of the cost of installing afire
sprinkler system is related to excessive fees and regulations¥ excessive standby water
chargesYa are making sprinkler systems unaffordable” (Brumbeloe, May 1992, p. 18).

There has been local opposition to these legislative attempts. J. M. Chansler,
P.E., Director of Boca Raton Utility Services wrote, "Mr. Dewar has a point in that
there may be no way to determine afee for water standing in pipes, but he is being
presumptive when he says, "There is no reasonable monthly charge for fire sprinkler
connections¥s'." Maintenance of the tapping sleeve and fire service line from the water
main to the property line (and their eventual replacement) are the financial
responsibility of the water supplier. Any damagesincurred to pavement, sidewalks,
landscaping, or anything else involved in that maintenance becomes a city liability. In
the case of Boca Raton, it would not take much maintenance to cause more than even
ten years worth of fees" (personal communication, March 16, 1993).

Boca Raton Utility Services remained opposed to the legislation in 1995. J. M.
Chansler wrote, "If this legislation is adopted, the Utility Services Department would
lose approximately $210,500 in annual revenue under the existing fee schedule. The
General Fund would lose approximately $14,000 annually in utility tax moneyYs The
existing capacity charge on residential water bills would go from $9.48 per unit to
$10.00 per unit if this revenue source is eliminated” (personal communication, April 4,
1995).
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State of Maine

The standby water fee controversy in Maine started in 1993. Several
complaints alleging excessive standby water fees were filed with the Maine Public
Utilities Commission. "The Maine Association of Fire Sprinkler Contractors
(MAFSC), led by NFSA [National Fire Sprinkler Association] member John Haynes
of Eastern Fire Protection, has forced the Maine Public Utilities Commission (PUC) to
address the problems brought on by excessive standby charges' (Lake, 1994, p. 13).

Some city and fire service leaders in Maine were opposed to regulations on
standby water fees. Lake wrote, "Opposition to the proposed rule change, which
would establish a statewide regulation governing the establishment of standby charges,
came from some unexpected corners. In a meeting with State Fire Marshal Dennis
Lundstedt, it was learned that the Maine Municipal Association and the Maine Fire
Chiefs Association opposed any rule change which would eliminate standby fees for
private fire protection systems. These groups had been informed by the water utilities
that any reduction in standby fees would cause them to shift revenues to other areas,
namely hydrant rental fees. This could subsequently have a detrimental effect on
municipal and fire department budgets' (1994, p. 13).

The Maine Water Utilities Association defended their right to charge a
reasonable fee. N.R. Lamie, P.E., President, Maine Water Utilities Association, wrote
to the Maine Public Utilities Commission regarding possible rule changes. N. R.
Lamie said, "Any changes in the rule should reflect a consistency as in respect to other
utilities (electric, telephone)¥s Any change in the rule should consider that these costs
may include, but may not be limited to the following: a. Operations and maintenance
cost of certain portions of water distribution system, b. Billing and administrative cost,
c. Inspections, d. Maintenance and ownership of the utility's portion of the service
drop (typically 6 inch diameter or larger), e. The cost of readiness to serve a potential
demand on afacility or system, f. Replacement and repair of the utilities portion of a
service drop (many are located under major highways), g. Flow testing of afacility,
and h. Water quality issues regarding private systems" (personal communication,
November 11, 1994).

D. Lundstedt left no doubts regarding his position on standby water fees. In
written comments to the Maine Public Utilities Commission, D. Lundstedt wrote, "The
State Fire Marshal's Office is opposed to any standby charges assessed on properties
protected by automatic sprinkler systems and recommends elimination of these fees"
(personal communication, November 21, 1994). D. Lundstedt continued,"% as the
primary statewide advocate of life safety and fire protection in Maine, we submit the
standby charges applied to sprinklered buildings are a significant disincentive to
sprinkler systems, are inordinately unfair and if put to afull legal test are likely to be
ruled improper (personal communication, November 21, 1994).
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Following public hearings and deadlines for the receipt of written comments,
the Maine Public Utilities Commission (MPUC) met on March 20, 1995, to deliberate
theissues. In the document adopting the rule, the MPUC cited testimony on the
effectiveness of fire sprinkler systems "% in a comparative test conducted by Factory
Mutual Research and Operation Life Safety organization, in extinguishing similar
fires, the sprinkler system used 72 gallons of water while one fought by the fire
department used over 20,000 gallons of water" (Maine Public Utilities Commission,
April 11, 1995, p. 11). The disparity in standby charges between communitiesin
Maine was also cited: "4 for the same size service connection (six inch): Bucksport
Water Company charges $288.00 per year (for service covering a 25,000 square foot
facility) whereas the Millinocket Water Company charges $1,640.20 (covering a 7,000
square foot area)" (Maine Public Utilities Commission, April 11, 1995, p. 17).

At the April 11, 1995, meeting the MPUC adopted the noncontroversial
portions of the rule. MPUC allowed user feesfor "1. Depreciation and debt service or
return on utility investment in the service drop portion of the private fire service lines,
2. Normal maintenance and repair of the service drop portion of private fire service
lines; 3. Any maintenance, repair, inspection, or testing services performed routinely
by the utility for all private fire protection service customers; and 4. A reasonable
allowance for the cost of water used for flushing and testing the private fire service
lines" (Maine Public Utilities Commission, April 14, 1995, p. 3).

The controversial, nonadopted portion of the rule states, "A water utility's
private fire protection charge shall not include: 1. Any allocation of capital or
maintenance costs for back-up capacity or back-up facilities unless added and
maintained by the utility solely for the benefit of the private fire protection customer”
(Maine Public Utilities Commission, August 22, 1995, p. 3). The MPUC ordered the
formation of atask force, comprised of affected interest groups to study the issues
regarding backup capacity costs. "% the task force will provide a midcourse report on
its progress by the end of 1995 and will submit its recommendations to this
Commission by July 1, 1996" (Maine Public Utilities Commission, April 11, 1995, p.
41). Standby water fees will remain a hot topic in Maine.

Reasonable Standby Water Fees/User Fees

Is an annual charge of $288 by the Bucksport Water Company in Maine a
reasonable fee for a six-inch fire sprinkler system connection? The Millinocket Water
Company in Maine charges 5 times more: $1,640 for the same size (6-inch). Aronson
and Schwartz (1987) in the International City Management Association (ICMA)
publication Management Policiesin Local Government Finance wrote, "Some charges
serve as arevenue source or as a method of allocating service among users without
consideration of costs' (p. 261). Wahl (1991) in the National Fire Protection
Association (NFPA) Fire Protection Handbook echoes the ICMA opinion. Wahl
wrote, "Annual charges for connections to fire protection systems are often established
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in water rate schedules for the sole purpose of obtaining additional revenue" (1991, p.
5-67).

Many water utility agencies are "enterprise funded." Enterprise fund is defined
by the Government Finance Officers Association (GFOA) in Governmental
Accounting, Auditing, and Financial Reporting as"A fund established to account for
operations financed and operated in a manner similar to private business enterprises
(e.g., water, ...utilities...). In this case the governing body intends that costs ... of
providing goods or services to the general public on a continuing basis be financed or
recovered primarily through user charges' (Government Finance Officers Association,
1988, p. 162).

Bland (1989) in A Revenue Guide for L ocal Government offered suggestions
on cost analyses for setting reasonable fees. Bland wrote, "...the use of service
charges by local governments requires that all charges and fees be reviewed annually
and that rates be adjusted to reflect changes in the cost of service delivery" (1989, p.
118). Bland also wrote, "Legally, cost analyses provide evidence of the
reasonableness of a charge. They can buttress a government's contention that its prices
were not arbitrarily set..." (1989,

p. 121).

Some water utility agencies charge nothing for fire sprinkler system
connections to water mains. This could be viewed as an incentive to install fire
sprinkler protection. "If the goal of the fire service isto have all buildings protected
by sprinklers, the objective must be to make it cheaper to install them than it is to omit
them. More cost-related incentives must be offered, and deterrents removed" (Paige,
June 1990, p. 44).

Some people within the fire service community are of the opinion that all user
feesfor fire sprinkler system connections to water mains are unreasonable. Endthoff
(1994) wrote, "Building owners should not be charged additional fees for providing a
fire sprinkler system when they are also paying for the main and fire hydrants at the
Street"

(p. 7). Paige (1990) said, "Water Purveyors who penalize the owners of sprinklered
buildings should reevaluate their rate schedules’ (p. 44). Nielsen (1990) wrote,
"Government makes the building owner install these sometimes costly items to meet
local and national codes and then penalizes the same owner through a separate fee
system. Thisfee system is placed upon the building's water bill. Thisisaform of
double jeopardy” (p. 82). Coleman (1993) expressed the frustration of many fire
officials: "So what are we doing assessing these systems 'standby charges? For what?
Less water than fills up a Jacuzzi, less pressure demand than the combined flushing of
all the toiletsin a housing tract at half-time for the Super Bowl. Hey water guys, what
isthedeal?' (p. 51).
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Services Provided to Justify Standby Water Fees/User Fees

There are a number of services that should be provided for fire sprinkler system
connections to water mains. Some services have already been identified in this report
(see the Maine Utilities Association list on page 170 and the Maine Public Utilities
Commission rule list on page 171).

There are administrative services and costs in providing fire sprinkler system
connections to water mains. "In general, user charges should reflect the full costs of
service, including operation, maintenance, and capital costs for production and
distribution” (Aronson & Schwartz, 1987, p. 269).

Mapping of connections and street valves is a one-time service. "Water
systems cannot function efficiently if the only records of locations and size of mains,
valves, and services are stored in the minds of afew employees. Management has to
devise and carry out a procedure that will generate a complete record system of maps
and files that can be used by any trained person” (Cristofano & Foster, 1986, p. 286).

Annual inspection and maintenance of street valves serving the fire sprinkler
system is an important service. "Every gate valve should be checked and operated
every one to three years depending on size and importance. The number of turnsto
open and close the valve should be counted to make certain that the valve is fully
open...A separate maintenance card should be kept for each valve" (Cristofano &
Foster, 1986, p. 286). Wahl wrote, "Gate valves should be operated periodically to
ensure that they are in proper working condition and that gate boxes are not silted up
or tarred over" (1991, p. 5-64). "The function of avalve in awater distribution system
isto provide a means of controlling the flow of water through the distribution piping.
Valves should be operated at least once a year to keep them in good condition... The
importance of a valve maintenance program cannot be overemphasized" (Fire
Protection Publications, 1988,
pp. 60-61).

Contingency funding for the eventual replacement of the pipe and valves,
owned by the water utility agency serving the fire sprinkler system isaservice. "No
vehicle, piece of equipment, or water supply facility will last indefinitely...It is one of
management's responsibilities to see that the system does not become obsol ete”
(Cristofano & Foster, 1986, p. 287).

Many services should be provided; however most are recommended and no
reference to mandated requirements was found in the literature review.

Alternatives for Standby Water Fee/User Fee Revenues

Most water utility agencies are enterprise funded and alternatives for lost
revenues are necessary.
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Some of the alternatives proposed by water utility agencies have not been
greeted with enthusiasm by the fire service. "...[The Maine Municipal Association
and the Maine Fire Chiefs Association] had been informed by the water utilities that
any reduction in standby fees would cause them to shift revenues to other areas,
namely hydrant rental fees. Thiswould subsequently have a detrimental effect on
municipal and fire department budgets' (Lake, 1994, p. 13).

Nonsprinklered buildings create the fire flow requirement for the water
distribution system. "The quality and pressure demand for water within a community
is based on the needed fire flow for nonsprinklered buildings. Property owners of
sprinklered buildings are paying for the water supply burden created by non-
sprinklered buildings' (B. Dewar, personal communication, February 22, 1993). This
philosophy would indicate that the redirected cost burden should be shifted to
nonsprinklered buildings.

The most equitable cost-shift may be to all customers. In responseto "What is
the correct back-up capacity and facilities cost allocation among a utility's private and
public fire protection services and other services?' ...D. Lundstedt
responded..."Equal, with no special allocation for a customer with a sprinkler system"
(personal communication, November 21, 1994).

Summary

The most notable outcome of the literature review was the revelation that the
State of Florida was not alone in debating the standby water fee/user fee issue. |
learned the issue was well known to many in the State of Maine. This finding
influenced my decision to conduct a survey of all 50 state fire marshals to determine if
other states were also debating the issue.

Many sources in the literature review spoke of excessive standby water
fees/user fees. However, no one placed a dollar amount on a reasonable standby water
fee/user fee. Thisinfluenced my decision to conduct a survey of water utility agencies
in Broward County, Florida, and Palm Beach County, Florida. The City of Boca
Raton is the southernmost community in Palm Beach County and shares a border with
Broward County. The "Water Utility Director Survey" would provide a local
comparison of standby water fees/user fees.

Thelists of services provided in several documents in the literature review
became the foundation for question #5 in the "Water Utility Director Survey."
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PROCEDURES
Introduction

Two separate surveys were conducted to answer the research questions. Both
surveys are detailed here.

State Fire Marshal Survey
Population

State fire marshalsin all 50 U.S. states were the target of the survey
guestionnaire. The mailing list was obtained from the Fire Marshals Association of
North America

Instrumentation

The goal for the "State Fire Marshal Survey" was to answer research question
#1.

Question #1 asked if there were any state laws currently in effect that prohibit
or regulate standby water fees/user fees for fire sprinkler system connections to water
mains. The state fire marshal was asked to provide a copy if the answer was "yes."

Question #2 asked if any state laws had been proposed that were intended to
prohibit or regulate standby water fees/user fees for fire sprinkler system connections
to water mains. Again, the state fire marshal was asked to provide a copy if the
answer was "yes."

Question #3 asked if the state fire marshal knew of any legal challenges
regarding standby water fees/user fees for fire sprinkler system connections to water
mains. They were asked to be specific if the answer was "yes."

Question #4 asked if there were any statewide incentives to support the
installation of fire sprinkler systems contained in the state laws.

Question #5 asked for any additional information that would be helpful in the
research.

The questionnaire was reviewed by members of the Boca Raton Fire-Rescue

Services Department. Some modifications to the format of the questionnaire were
made. A copy of the survey questionnaire is displayed in Appendix B.
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Assumptions and Limitations

It is assumed that only knowledgeable individuals responded to the surveys and
that they did so honestly.

The survey provides representation from all 50 state fire marshals. No
statistical analysis was made to determine the margin of error in the survey results.

Tabulation of Surveys

One month was allowed for returning the completed surveys. Of the 50
guestionnaires mailed, 32 were returned by the first deadline. A "second request” was
mailed to the 18 outstanding states. Three weeks was allowed for returning the
"second request.” Of the 18 outstanding states, 15 state fire marshals returned the
completed surveys by the second deadline. A "third request” was made by telephone
and fax to the three remaining states. All three provided completed survey
guestionnaires. All survey questionnaires were tabul ated.

Water Utility Director Survey
Population

All water utility directorsin Broward County, Florida (26), and Palm Beach
County, Florida (17), were the target of the survey questionnaire. The mailing list was
obtained from the City of Boca Raton Utility Services Department.

Instrumentation

The goal for the "Water Utility Director Survey" was to answer research
questions #2, #3, and #4.

Question #1 asked the water utility director to indicate whether the water utility
agency was publicly or privately owned.

Question #2 asked if the water utility agency was primarily "enterprise funded.”
Question #3 asked if the water utility agency charged a standby water fee/user
fee for fire sprinkler system connections to water mains. A copy of the rate schedule

was requested if the answer was "yes."

Question #4 asked for the total amount of annual revenue collected for standby
water fees/user fees by the water utility agency.
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Question #5 asked the water utility director to identify all the services provided
for by the standby water fees/user fees. Seven possible services were listed. The
listed services were determined from the literature review. The seven listed services
were administrative costs, mapping of connections and street valves, annual inspection
and maintenance of street valves, actual water used for inspection and flushing fire
sprinkler systems, estimate for water that could be used if the building caught fire,
charges to maintain fire flow capability for the entire system, and contingency funding
for the eventual replacement of the pipe and valves. The water utility director was
asked to specify any other services.

Question #6 referred the water utility director to an enclosed copy of Florida
Senate Bill 776. The water utility director was asked how the water utility agency
would raise replacement revenues if it was prohibited from charging all or part of the
standby water fees/user fees.

Question #7 asked for any additional information that would be helpful in the
research.

The questionnaire was reviewed by members of the City of Boca Raton Utility
Services Department. A copy of the survey questionnaire is displayed in Appendix B.

Assumptions and Limitations

It is assumed that only knowledgeable individuals responded to the surveys and
that they did so honestly.

The survey is not representative of the entire water utility industry. No
statistical analysis was made to determine the margin of error in the survey results.

Tabulation of Surveys

One month was allowed for returning the completed surveys. Of the 43
guestionnaires mailed, 21 were returned by the first deadline. A "second request” was
mailed to the 22 outstanding water utility directors. Three weeks was allowed for
returning the "second request.” Of the 22 outstanding water utility agencies, 17 water
utility directors returned the completed surveys by the second deadline. A "third
request" was made by telephone and fax to the five remaining water utility agencies.
All five provided completed survey questionnaires. All survey questionnaires were
tabul ated.
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RESULTS
State Fire Marshal Survey

Only the Wisconsin State Fire Marshal indicated that current state laws regulate
standby water fees/user fees for fire sprinkler system connections to water mains.
Specific information was not available. None of the states have current laws that
prohibit standby water fees/user feeds.

State fire marshals from six states (California, Florida, Louisiana, Maine, New
Jersey, and Wisconsin) indicated that state laws had been proposed that would prohibit
or regulate standby water fees/user fees. Theissuesin Florida and Maine were
detailed in the literature review portion of this study. The California Public Utilities
Commission (CPUC) instituted an investigation of rate-making policies and other
matters on November 20, 1990. The CPUC issued a report on October 20, 1994,
following workshops with representatives of the water utilities. The California State
Fire Marshal's office was present for discussions on customer charges based on fire
flow requirements. Issues have been identified, including standby water fees;
however, the CPUC has not taken any actions on the rate-making policies. The
Louisiana State Fire Marshal provided a copy of a Senate bill from the 1991 legislative
session that was intended to prohibit the placement of water meters on fire sprinkler
system firelines. The New Jersey State Fire Marshal included proposed legislation,
titled, "Assembly, no. 2038," introduced on August 29, 1994. The summary stated,
"This bill prohibits water companies and authorities in the State from charging afee
for standby water service to property owners whose buildings are equipped with
automatic sprinkler systems. The bill permits water companies to charge a property
owner for actual costs of water main connection necessary for the installation of the
sprinkler system but does not permit them to charge any other fees in excess of the
cost of water actually used for the sprinkler system” (New Jersey Assembly no. 2038,
August 29, 1994, p. 5). At the suggestion of the New Jersey State Fire Marshal's
Office, | requested and received a copy of the standby water fee/user fee schedule for
Atlantic City, New Jersey. | wastold Atlantic City had the highest feesin New Jersey.
Atlantic City charges aflat fee plus a metered fee for actual water used. The annua
fee amounts are: $800 for 4-inch connections, $1,200 for 6-inch connections, $2,000
for 6-inch connections with a fire pump, $3,600 for 8-inch connections, $6,000 for 10-
inch connections, and $8,000 for 12-inch connections. The Wisconsin response
indicated proposals to regulate standby water fees, but specifics could not be obtained.

Only Maine acknowledged alegal challenge to standby water fees/user fees
(detailed in the literature review).

State fire marshals from eight states indicated that statewide incentive programs
existed to support the installation of fire sprinkler systemsin their state laws.
Responses from Louisiana, Maine, Maryland, North Carolina, and Wisconsin
indicated building construction trade-off incentives or mandatory requirements.
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Responses from 3 states, Alaska, California, and Minnesota, indicated direct monetary
incentives. Alaska state law allows two percent of the assessed value of a structure to
be exempt from property tax if the structure contains an operating fire sprinkler
system. The California State Fire Marshal's office drafted Guidelines for Incentives
Relevant to One- and Two-Family Residential Fire Sprinklers. Fire service standby
charges are discouraged in the document. Minnesota state law exempts the market
value of automatic fire sprinkler protection from state property tax in certain
residential occupancies. Minnesota also exempts sales tax from the gross receipts of
fire sprinkler systems sales.

Under the request for additional information the Delaware State Fire Marshal's
office provided a listing of standby water charges from across their state from a survey
conducted in September 1994. Nine water utility agencies, serving mostly residential
areas, reported not charging any standby water fees. Nine other water utility agencies
reported fees as low as $60 per year for a 4-inch connection. The Tidewater Utilities
company had the highest annual fees: $1,716 for 4-inch connections, $3,324 for 6-
inch connections, and $5,252 for 8-inch connections. A summary of all the Delaware
fees can be found in Appendix C.

Most of the "State Fire Marshal Survey" results can be found in Appendix D.
Water Utility Director Survey

Four tables are provided in Appendix E that detail portions of the "Water
Utility Director Survey" results.

Only two (4.7 percent) water utility agencies, both in Broward County, reported
being privately owned. The majority (41, 95.3 percent) were found to be owned by
government agencies.

Most (41, 95.3 percent) water utility agencies reported being "enterprise
funded." Only two water utility agencies (4.7 percent) stated that they were not
"enterprise funded.”

Table 1
Standby Water Fees/User Fees--Comparison

Size Broward Palm Beach Combined Jupiter Boca Raton
Average Average Average Fees Fees
4" $203 $323 $263 $1,231 $197
6" $389 $579 $488 $2,412 $444
8" $662 $935 $804 $3,842 $790
10" $825 $1,616 $1,299 $5,508 $1,234
12" $796 $4,861 $2,538 $10,283
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A little more than one-half (23, 53.5 percent) of the 43 water utility agenciesin
the 2-county area charge a standby water fee/user fee for fire sprinkler system
connections to water mains. The percentage is higher (12/17, 70.6 percent) in Palm
Beach County. Only 42.3 percent (11/26) of the water utility agenciesin Broward
County charge fees. A significant number (20, 46.5 percent) of water utility agencies
in the 2-county area do not charge a standby water fee/user fee.

Rate schedules for standby water fees/user fees for fire sprinkler system
connections to water mains were supplied by the 23 water utility agencies that charge
fees. The rate schedules are based on the size of the connection. This study collected
the rates for 4-, 6-, 8-, 10-, and 12-inch connections (see Appendix E/Table E-3 and
Table E-4). Some water utility agencies only established fees for the connection sizes
found in their service area. Averages established in this study are based on the number
of agencies charging afee for a certain size connection (see Appendix E/Table E-5 for
the average calculations). The average calculations would be significantly different if
all the water utility agencies charging nothing ($ -0-) for the service were factored in.
The average rates for Broward County, Palm Beach County, and the combination of
both counties can be found in Table 1. Palm Beach County standby water fees/user
feesfor 4-, 6-, and 8-inch connections are 46.5 percent higher on average than
Broward County (see Calculation #4 in Appendix E/Table E-5). Jupiter, Florida,
reported the highest rates in the two-county area. Jupiter standby water fees/user fees
for 4-, 6-, 8-, 10-, and 12-inch connections are 331.7 percent higher on average than
the combined average for Broward County and Palm Beach County (see Calculation
#5 in Appendix E/Section e-5). Boca Raton, Florida, standby water fees/user fees for
4-, 6-, 8-, and 10-inch connections were 6.6 percent lower on average than the
combined average for Broward County and Palm Beach County (see Calculation #6 in
Appendix E/Section E-5). Jupiter and Boca Raton fees also may be found in Table 1.

Table 2
Services Provided for Standby Water Fees/User Fees

Service (based on 23 responses) no. v

Administrative costs 22 95.7
Mapping of connections and street valves 14 60.9
Annual inspection and maintenance of street valves 14 60.9
Actual water used for inspection and flushing 13 56.5
Estimate for water that could be used during afire 7 30.4
Charges to maintain fire flow capability 15 65.2
Contingency funding for eventual replacement of pipe 9 39.1
Other 1 4.3
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Water utility agencies in Broward County reported atotal of $743,181 in
annual revenue for standby water fees/user fees. Water utility 