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,PISQJSSIOif OF ISSUJSS 

ISSQB 1: Should the Commission propose the attached amendments to 
Rules 25-6.0426, F.A.C., Recovery of Economic Development Expenses, 
and 25-7 . 042, F.A.C., Recovery of Economic Development Expenses? 

aATICJI: Yes. 

STAPP "fLXSIS: In 1995, Rules 25-6 . 0426, Florida Administrative 
Code, Recovery of Economic Development Expenses, and 25 - 7 . 042 , 
Florida Administrative Code, Recovery of Economic Development 
Expenses, were adopted to implement Section 288.035 , Florida 
Statutes . The ru~ es provide that public electric utilities and gas 
utilities can recover prudent economic development expenses that 
meet criteria established by the Department of Commerce and do not 
exceed the limitations set out in subsection (2) of both rules . 
The rules also require economic developr .. ent expenditures to be 
included in each utility ' s earnings surveillance report . Finally, 
the rules provide the procedures each ut i lity must follow to change 
the level ot r e covery o f economi c development expenses . 
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A Notice of Rule Development was published on October 24, 
1997 . No workshop was requested . 

The attached recommended amendments strike the references to 
the Department of Commerce in subsection (1) of both rules since 
that Department has since been abolished. The Office of Tourism, 
Trade, and Economic Development is now responsible for the criteria 
by which economic development expenses are to be judged . Section 
288 . 035(1), Florida Statutes . 

In addition, the attached recommended amendments change the 
level of sharing from 90 to 95 percent as set forth in subsection 
(2) of both rules. Section 288 . 035(3) requires the Commission to 
•adopt rules for the recovery of economic development expenses by 
public utilities, including the sharing of expenses by 
shareholders.• under the recommended amendments, ratepayers would 
be responsible for 95, instead of 90, percent of economic 
development expenses . Shareholders would be responsible for the 
remaining five perc(;nt of economic development expenses . This 
should create a furt her incentive for utilities to take pa ~t in 
economic development in their respective service areas. 

Finally, 
reference to 
subsection ( 5) 
file MMFRs . 

the attached recommended amendments strike the 
modified minimum filing requirements (MMFRs) in 
of both rules . Utilities are no longer required to 

Statutory Authority: Section 288 . 025(3) requires the 
Commission to •adopt rules for the recovery of economic development 
expenses by public utilities . • Rules 25-6.0426 and 25-7 . 042 
accomplish this legislative directive . 

State.ent of Bsti .. ted Regulatory Costs: Both shareholders 
and ratepayers could be affected by the attached recommended 
amendments . The amount of impact depends on whether utilities 
change their economic expenditures because of the rule changes, and 
whether the recommended amendments result in changes to rates in 
future rate cases. The Commission should experience no additional 
costs due to the recommended amendments. 

Although no utilities subject to the rules meet the statutory 
definition of a small business, a small busir.::ss located in a 
service territor .1 whose rates were increased to account for 
additional economic development expenses could be impacted. In 
addition, small businesses may be harmed if utility economic 
development expenditures result in attract ~ng competition . On the 
other hand, small businesses may be started or attracted by 
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additional economic development activities. 
indeterminable. 

The net effect is 

Finally, an alternative to the recommended amendments is a 
different sharing allocation between ratepayers and shareholders . 

ISSQB 2: If no reque•t• for hearing or comments are filed, should 
the proposed rule amendments be filed for adoption with the 
Secretary of State and the docket be closed? 

: Yes. 

BtlfP AIILJIIS: Unless comments or requests for hearing are filed, 
the rules as proposed may be filed with the Secretary of State 
without further Commission action. The docket may then be closed. 

Attachments: 
Recommended amendments to Rules 25-6.0426 and 25-7.042 
Statement of Estimated Regulatory Costs 

- 3 -



1 25-6.0426 Recovery of Economic Development Expenses 

2 (1) Pursuant to Section 288.035, Florida Statutes, the 

3 Commission shall allow a public utility to recover reasonable 

4 economic development expenses subject to the limitations contained 

5 in subsections (2) and (3), provided that such expenses are 

6 prudently incurred and are consistent with the criteria established 

7 by Rules 88-15.001, 88-15 . 002, and 88-15 . 003, Florida 

8 Administrative Code, ••••••• ey the SepartMeftt ef GeMMeree . 

9 (2) Prior to each utility's next rate change enumerated in 

10 subsection (5), the amounts reported for surveillance repcrts and 

11 earnings review calculations shall be limited to the greater of (a) 

12 the amount approved in each utility's last rate case escalated for 

13 customer growth since that time, or (b) ~ 9& percent of the 

14 expenses incurred for the reporting period so long as such doet not 

15 exceed the lesser of 0. 15 percent of gross annual revenues 0r $3 

16 million. 

17 (3) At the time of each utility's next rate case and for 

18 subsequent rate proceedings enumerated in subsection (5) the 

19 Commission will determine the level of sharing of prudent economic 

20 development costs and the future treatment of these expenses for 

21 surveillance purposes. 

22 (4) Each utility shall report its total economic development 

23 expenses as a separate line item on its income statement schedules 

24 filed with the earnings surveillance report required by Rule 25 -

25 6.1352, Florida Adminietrative Code . Each utility shall make a 

CODING : Words underlined are additions; words in 
st~eh thre~th type are deletions from existing law. 
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1 line item adjustment on its income statement schedule to remove the 

2 appropriate percentage of economic development expenses incurred 

3 for the reported period consistent with subsections (2) and (3) . 

4 (5) Requests for changes relating to recovery of economic 

5 development expense• •hall be considered only in the context of a 

6 full revenue requirements rate case gx~ in a limited scope 

7 proceeding for the individual utility, er ift a Me~ifiea MiftiM~M 

9 Specific Authority : 288 . 035(3), 350 . 127(2), F . S. 

10 Law Implemented: 288.035, F.S. 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

History : New 07/12/95._ ______ __ 
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1 25-7.042 Recovery of Economic Development Expenses 

2 (1) Pureuant to Section 288.035, Florida Statutes, the 

3 Commission shall allow a public utility to recover reasonable 

4 economic development expense& subject to the limitations contained 

5 in subsections (2) and (3), provided that such expenses are 

6 prudently incurred and are consistent with the criteria established 

7 by 8£-15.001, 8E-15.002, and 8E-15 . 003, Florida 

8 Administrative Code, aeep~ee ey the 9epartMeftt ef CeMMeree. 

9 (2) Prior to each utility's next rate change enumerated in 

10 subsection (5), the amounts reported for surveillance reports and 

11 earnings review calculations shall be limited to the greater of (a) 

12 the amount approved in each utility's last rate case escalated for 

13 customer growth s i nce that time, or (b) ~ % percent of the 

14 expense& incurred t or the reporting period so long as such does not 

15 exceed the leaser ~ f 0 . 15 percent of gross annual revenues or $3 

16 million . 

17 (3) At the time of each utility's next rate case and for 

18 subsequent rate proceedings enumerated in subsection 15) the 

19 Commission will determi ne the level of sharing of prudent economic 

20 development costs and the future treatment of these expenses for 

21 surveillance purposes. 

22 (4) Each utility shall report its total economic development 

23 expenses as a separate line item on it s income s t a t eme nt schedules 

24 filed with the earnings surveillance report required by Rule 25 -

25 7.1352, Florida Administrative Code. Each utility shall make a 

CODING : Words underlined are additions; words in 
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1 line item adjustment on its income statement schedule to remove the 

2 appropriate percentage of economic development expenses incurred 

3 for the reported period consistent with subsections (2) and (3) . 

4 (5) Requests for changes relating to recovery of economic 

5 development expenses shall be considered only in the context of a 

6 full revenue requirements rate case QX~ in a limited scope 

7 proceeding for the individual utility, er ift a ~eaifiea ~iai~~~ 

9 Specific Authority: 288 . 035(3), 350 . 127(21, F.S. 

10 Law Implemented: 288.035, F.S . 

11 History: New 07/12/95~----------

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

ecodevl2.mah 
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MEMQIAHDllM 

December 30, 1997 ' . .... . 

TO: DMSION OF APPEALS (HELTON) 

DMSION OP RESEAilCH AND REGULATORY REVIEW (HEWITT) cB ~ F~ 
~ 

FROM: 

SUBJECT: STATEMENT OP ESTIMATED REGULATORY COST FOil DOCKET NO. 
971334-EG, PROPOSED AMENDMENTS TO RULE 25-6.0426, F.AC .• 
RECOVERY OP ECONOMIC DEVELOPMENT EXPENSES. AND 25-7.042. 
F.AC., RECOVDY OP ECONOMIC DEVc.U>PMENT EXPENSES 

SUMMARY Of DIB vg 
eun.ly, ltulll 25-6.0426 llld 25-7.042, F.AC., RlcxMry of Boonomic ~ 

Expea-. allow public eleclric IDd p1 utilitiel to recover 90 ~ of prudelmy incurred 

ecooomic ~ _,... ••. The IUthorizina ltalute, Section 218.035, Flo1lda Statutes. 

specifies ........ of thole ....... widlllllr'ebolden. 

n. prapalld n* am-dnwa would increue to 95 percent the lhare of allowed economic 

clewloiiiiWif ....... (up to Olrtain limits) to be paid by ratepayen. 

Any public elec:Cric or p1 utility • allowed to recover 90 percent or prudently incumd 

economic~..,.. ....... their lhare ofthote expen~e~ would fall &om 10 percent to S 

percent. n.. .,. 8w iawllor-owned electric utilitiel uad nine investor-owned su utilities. 

Municipllllld cooperative udlililln DOt ccmnd by tbe rule. · 

Sbanboldtn IDd ,....,.,_.. oftbe covered utilitiel could be aft"ected. The raamber would 

be depenlleat Oil wllich 1dilitiel c:hanpd their IIDOWII of economic development expenditures aDd 

whether there ilalllblequeat r.te cue where rates cbanp. 
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ompcr coau m DIE AQBNCY 
AND 01]fp STAD 01 LOCAL OOYJRNMENI JN Ill 16$ 

n. P1arida Pubic s.mc. em- . . c.- (Conuri .... ) lbauld haw 110 ldditioall direc:t COlli 

widl .... ofdll ..... rule dw ........ utililill apt' •• economic~ COltS 

CUIIIIdy 11111t i..._ till 811111• • 11iae it8D on their aneiiiiDce report. No om. direc:t COlli 

to 1tate or local penaeat•lti•.,. font no. 

Tbere lbould be 110 ........ ldditioall trMIICdon COltS to make tbe chanie tom 
recoveriaa 90 .,_... .,._. of lllowable economic cleYelopmel'.t expen111 to 9S pen:eatliace 

compaaia .,. an.dy npadiD8 till amauat apeaded • 11iae item oa thlir 1UrWi111Dce report~. 

A ......... ......,.. .. oat ....... to~ with die rule. tMy could be IUbjecaed to tbe 

impact of lddiliol .. ~ ............ apetitunl. If tt.e is I nt: cue. tbe economic 

developmeat ...... could be included iD .... ratel. The ........ allowl recov.y of ocoaomic 

clewlloptrWf .,.. aat ~ .._ ._, of0.15 perca oflfOII UDIII revenue or Sl miDion 

for aay one utility. 1'hua. tbe mni"'V"' additional money allowed for any one utility would be 

S 150,000 llld could pa ltitiy be plid by ,...,.,... However, tbe rule doea not preclude I utility 

from ...,.-. MdiiMJall ...... oa ecoaomic development expeaditura. not recoverable ftom 

ratepayers. that it ..... bene6c:ill to lharebolden. 

IMPACT ON pur J BUSINf-SS SMA'' CJTIE$. OR SMA'' COUNTIES 

None of die ~ IUbject to die rule met the staSutory definition of a IIM1I bulineu. 

However, ...U be.llin1111 loaad iD utilily terriloriel where ecoaomic ~ activitie1 

increue could be d'ecled i( iD 1 IUblequeat rate cue their buliMII utility ra1e1 are railed to 

indude edditioall eoaoomic ~ ..,... Allo, .,Oiti•IIMll buliMuel may be harmed 

if ecaanic .,........,. IICil vitiel ftnaaced with tbe ldditioaal moaiel annct compeciton. OD the 
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other blad. ...0 h•W?IIIII may be lllned or lltncted by ldditional economic developa...c 

ICtivilill. 1'111 ... dct ................ 

No additioall dina a.p.a oa 1111111 em. or 1111111 (Qintiel ia fore••• Wlleu they benefit 
.c.,_ __ .... :..:--• • ...__._ • ...._ • .a....:... ·~ 

UUUI tiUUI~ ec:oDOIIIIC .................... _....,..1ft.._, JUI'I~. 

REASONABLE AL'IDNA'I1VE MEDIQDS 

A difla• llloclliaa ol ........ oliOOIIOIIIie developa...c ..,..... ia the ilterniiM. ud 

,.......,.. per10111 c:u .... on the ......,.-.IIIIOUIIC to be plid by the competina intereltl of 

sharebolden IDd rlhlplya'l. Expendibn~ for ecDDOIDic developmenc ICtivitiel are up-tiont and 

c:oacade. s.-11• &om r-. expenoclmn~ are lOIII term and uncetlliD. However, the implcb per 

individual are ..a wiiiDIIIoclled -millioN ofnlepa)WI or thoutudl of lhareholden. 

CBH:tf7e ecadv2 

7 



' e 
I!COIDS AND IE,OITING FLORIU.A 'UILIC SEIYICI COMMISSION 

Dll1te L I J..::..., I I ) 

Ccplll,. ~ ___ ,_;,.._/ -

t--------------.... ··---------------t 
In Doc:~* No.----
In Doc:~* No. I 'I I 

Ao-.m Fer IDI*J .QJ.dlr No. 
_ ..... t_ Nob or ' . . . , ' . \) h r' ,__._ . rtr fDc*J _.....,. ___ _ 

---~--------------------------------------------------t-----------..... , ..... _. t .... ------------; 

t------=-=------ Nnt811p¥1C g n ----~-------1 
Job Number --""/-.w-"3____ V.._.lr --""'·/l~('""". '""'J llfllj' t......_f! ______ _ 

Date ens 111M Corn' 'llod --'-.'+' /._, 7 
__ _ 

I 1------------... -¥ Enln --.,..---------i 
Date Mailed---,../~--- V .... lr --~;_...--------/ 


