FLORIDA PUBLIC SERVICE COMMISSION
Capital Circle Office Center ® 2540 Shumard Oak Boulevard
Tallahassas, Florida 32399-0850

MEMORANDUM oty
February 4, 1999 : o
DIRECTOR, DIVISION OF RECORDS AND REPORTING (BAYO) ~

TO:

FROM: DIVISION OF APPEALS tml@ﬁﬂgnﬁg
DIVISION OF WATER & WASTEWATER , 8 ?
DIVISION OF RESEARCE & REGULATORY REVIEW (HEWITT )

RE : DOCKET NO. 980561-WS - PROPOSED AMENDMENT OF RULES 25-
30.420, ESTABLISHMENT OF PRICE INDEX, ADJUSTMENT OF
RATES; REQUIREMENT OF BOND; FILINGS AFTER ADJUSTMENT;
NOTICE TO CUSTOMERS; AND 25-30.425, PASS THROUGH RATE
ADJUSTMENT .

AGENDA : 2/16/99 - REGULAR AGENDA - RULE ADOPTION - PARTICIPATION
LIMITED TO COMMISSIONERS AND STAFF

RULE STATUS: ADOPTION MAY BE DEFERRED

SPECIAL INMSTRUCTIONS: 5:\PSC\APP\WP\9B0S561PH.RCM

By notice published in the Florida Administrative Weekly on
June 13, 1998, the Commission proposed revisions to HRules 25-30.420
and 25-30.425, F.A.C., the water and wastewater utility index and
pass-through rules. Florida Water Services Corporation ([“FWSC®)
requested a hearing. FWSC, Staff, and the Office of Public Ccunsel
(“OPC") prefiled comments. In addition, a Joint Administrative
Procedures Committee Staff Attorney (JAPC) submitted a letter to
staff regarding his concerns about certain provisions of Rule 25-
30.420, F.A.C. The Commission conducted a rulemaking hearing on
December 11, 1998. Posthearing comments were filed by FWSC, Staff,
and OPC.

The rules as originally proposed by the Commission are shown
in Attachment 1, with the changes recommended by the staff shaded.
Recommended additions to the rules are shown as shaded and
underlined. Recommended deletions are shown as shaded and atricken
through.
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DOCKET NO. 9B0561-WS
DATE: February 4, 1999

RISCUSSION OF ISSUES

ISSUR 1: Should the Commission adopt Rule 25-30.420 with changes?

RECOMMEMDATION: Yes, the Commission should adopt the rule with
changes.

STAFF AMALYSIS: Staff recommends several changes to address the
concerns of the JAPC. These changes were dliscussed in Staff's
prehearing comments and the participants at the hearing did not
take issue with them.

25-30.420(1): The application for a price index increase
should be adopted as a form and incorporated by reference.
{Attachment 2.)

25-30.420(1) (b) : This subsection addresses the data the
Commission will or may consider in setting the index. The proposed
rule provides that the Commission “will” use cost statistics
compiled by government agencies, but that it “may"” consider other
data in establishing the index. To respond to JAPC’s comments
that the term “may"” confers unbridled discretion and that the rule
lacks adegquate standards governing when the Commission will
consider other data, staff recommends changing “may” to “will.”
The change merely requires the Commission to “consider” (review and
weigh) cost data supplied by utility companies or other interested
parties, and applicable wage and price guidelines. It does not
bind the Commission to utilizing the informarion in determining the
index, but the Commission should have reasons if it chooses not to
use that information. Staff also recommends striking the phrase
“other relevant available data” because it is too broad to make it
required, and is unnecessary.

25-30.420(3): Staff recommends the following changes (shown as
shaded:
I ®¥he Commission, upon its own motion, meay
implementg an increase or decrease in the
rates of a utility based upon the application
of the jindex 4mdéees established pursuant to
subsection (1) and as authorized by sectlion
367.081(4) (a), F. S.Z08%he Commission Hi
require a utility to file @h
information required in subsection

— the
(2).
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This change is recommended to address the JAPC's concern about the
use of the term “may”. The change does not affect the Commission’s
discretion to implement an increase or decrease in rates upon its
own motion because that authority and discretion is conferred by
statute. Although it is unnecessary to restate it in the rule, the
rule should be reworded rather than deleted because it also gives
notice to utilities that certain information must be submitted.

25-30.420(4): This section of the rule provides:

Upon a finding of good cause, the
Commission may require that a rate increase
pursuant to section 367.081(4)(a), F. S., be
implemented under a bond gr ef corporate
undertaking in the same manner as {interim
rates. For purposes of this subsection, "good
cause"” shall include:

(a) Inadequate service by the utility;

(b) Inadequate record-keeping by the
utility such thut the Commission is unable to
determine whether the utility is entitled to
implement the rate increase or decrease under
this rule.

The JAPC staff attorney takes issue with the use of the terms
“may” and “goo  cause.” Although he recognizes that two examples
of “good cause” are included in the rule, he states that they do
not supply suffici. .t criteria to apprise the reader of the factors
to be considered by the Commission. Staff disagrees.

In a letter responding to the JAPC comments, Staff asserted
that the statute being implemented by this rule provision directs
the Commission to adopt precisely this language. Specifically,
section 367.081(4) (a), Florida Statutes, provides:

The rules shall provide that, upon a finding
of good cause, including inadeguate service,
the commission may order a utility to refrain
from implementing a rate increase hervunder
unless implemented under a bond or corporate
undertaking in the same manner as interim
rates may be implemented under s. 367.082.
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Staff also responded that the term “good cause”™ means if there is
a legitimate reason and that the rule currently states two
legitimate reasons. Staff further disagreed with the JAPC staft
comment that the term is capable of numercus and inconsistent
interpretations because that has not been the Commission’s
experience. Staff believes the rule complies with the statute
being implemented and does not recommend any changes.

Rule 25-30.420(5): Staff recommends deleting section (5). This
section provides for the Commission toc require a Class A or Class
B utility to file rate case MFRs pursuant to rule 25-30.436,
F.A.C. for the purpose of determining whether the utility has
exceeded its last authorized return on equity. As a practical
matter, the Commission has never invoked this provision of the rule
for the purpose of determining a utility's earnings position. The
Commission staff typically requests a staff audit of the utility
for that purpose. In addition, the Commission retains broad
authority to initiate rate proceedings on its own motion pursuant
to secticens 367.081(2Y(a) or 367.0822, Florida Statutes.
Therefore, the reiteration of that authority in this 1ule is
unnecessary.

IBSUE 2: Should the Commission adopt Rule 25-30.425, F.A.C., with
changes?

RECOMMENDATION: Yes, the Commission should adopt changes to the
proposed rule,

STAFF AMALYSIS: FWSC’s primary concern with the pass through rule
was the amendment of sections (1) (a) and (2)(a) to require the
utility that is passing through another utility’'s rate changes to
furnish evidence of the supplier’s rates in effect on January 1 of
each of the three preceding years. The new language is similar to
the existing rule provision for filing information about ad valorem
tax changes. The basis for the additional reguirement was to
enable staff to determine if the utility had not passed through a
prior decrease in rates, such that the current pass through
increase would result in rates greater than actual cost.

At the hearing, FWSC agreed that a pass through increase
should not enable the utility to collect an amount greater than
actual cost. At the same time, FWSC asserted that the Commission
should not offset current increases by prior decreases that were

- 4 =
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not passed through as long as the utility does not have more than
current cost in its rate. Staff agrees that such a result was not
its intent.

Subsequent to the hearing, Staff, FWSC, and OPC conferred and
agreed that the following language satisfactorily addresses the
respective concerns and should be added to Rule 25-30.425(6):

The amount authorized for pass through rate
adjustments shall not exceed the actual cost
incurred and shall not exceed the incremental
increase or decrease for the 12-month pericd.
Foregone pass through decreases shall not be
used to adjust a pass through increase below
the actual cost incurred.

The second concern FWSC stated in its comments dealt with the
change to section (B8) regarding the official filing date of a pass
through application. FWSC submitted comments stating its concern
that the Commission would be changing its existing procedures for
handling index and pass through applications. The changes that
were recommended by Staff and proposed by the Commission were
intended to improve the clarity of this provision., Staff did not
intend a change to existing procedures. Because the meaning of the
existing language has not been the subject of dispute, Staff
believes the proposed change on page 14, lines 12-17, of the rule
is not necessary and can be stricken.

ISSUR 3: Should the rules as adopted be filed with the Secretary
of State and the docket be closed?

RECOMMENDATION: Yes.

STAYF AMALYS8IS: 1If there is no challenge to the rules within 21
days after a notice of change is published in the Florida
Administrative Weekly, the rules as approved .say be filed for
adoption with the Secretary of State without further Commission
action. The docket may then be closed.
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25-30.420

Requirement of

Establishment of Price Index, Adjustment of Rates;

Bond; Filings After Adjustment; Notice to Customers.

{1) The Commiseion shall, on or before March 31 of each year,

establish a price increase or decrease index as required by section

367.081(4) (a),

CODING:

F. S. The Division of Records and Reporting shall

Words underlined are additions; words in

etruek—threugh type are deletions from existing law.
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(b) In establishing the price jindex ..diees—for—major
eategoriecs—of eperating—eests, the Commission will may consider

cost statistics compiled by government agencies or bodies, cost
data supplied by utility companies or other interested parties, and
applicable wage and price guidelines;—es-eobher-—relevant—available

(2) Any utility seeking to increase or decrease its rates
based upon the application of the jpndex 4mdieecs established
pursuant to subsection (1) and as authorized by section
367.081(4)(a), F. 8., shall file an original and five copies of a
notice of intention and the materials listed in (a) through (g)
below with the Commission’s Division of Water and Wastewater at
least 60 days prior to the effective date of the increase or
decrease. The adjustment in rates shall take effect on the date
specified in the notice of intention unless the Commission finds
that the notice of intention or accompanying materials do not
comply with the law, or the rules or orders of the Commission. The
notice shall be accompanied by:

(a) Revised tariff sheets;

{b) A computation schedule showing the increase or decrease in
annual revenue that will result when the index is applied;

{c} The affirmation required by section 367.081(4){c), F. 8.,

{d) A copy of the notice to customers required by subsection

(6);

CODING: Words underlined are additions; words in
etruck—through type are deletions from existing law.

- 7 -




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

DOCKET NO. 9B80561-WS
DATE: February 4, 1999

(e) The rate of return op equity that the utility is affirming
it will not exceed pursuant to section 367.081(4) (c), F. 5.;

() An annualized revenue figure for the test year used in the
index calculation reflecting the rate change, along with an
explanation of the calculation, if there has been any change in the
utility’'s rates during or subsequent to the test year;

{g) The wtility's Department of Environmental Protection
Public Water Svetem jdentification number and Wastewater Treatment
Blant Operating Permit number.

(3) IfSE¥he Commission, upon its own motion, M8y implementg an
increase or decrease in the rates of a utility based upon the
applicaticon of the jipdex imndiees established pursuant to subsection
(1) and as authorized by wsection 367.081(4)(a), F. 5., _EtFhe
Commission SiLIM&Y require a utility to file amy—ef the information
required in subsection (2).

(4) Upen a finding of good cause, the Commission may require
that a rate increase pursuant to section 367.081(4)(a), F. 8., be
implemented under a bond gr e# corporate undertaking in the same
manner as interim rates. For purposes of this subsection, "good
cause"” shall include:

(a) Inadequate service by the utility;

{b) Inadequate record-keeping by the utility such that the
Commission is unable to determine whether the utility ism entitled

to implement the rate increase or decrease under this rule.

CODING: Wordes underlined are additions; words in
struek—threugh type are deletions from existing law.
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15)46% Prior to the time 2 customer begins consumption at the

rates established by application of the index, the utility shall
notify each customer of the increase 4or decrease} authorized and
explain the reasons therefor.

{6)%3% No utility shall file a notice of intention implement
a—rate—inerease pursuant te this rule unless the utility has on
file with the Commission ap e—eursent annual report as required by
Rule 25-30.110(3), F. A. C., for the tept vear ppecified in the
order establishing the index for the year.

[7]§!§ No utility shall implement a rate increase pursuant to
this rule within one year of the cfficial date that it filed a rate
proceeding, unless the rate proceeding has been completed or
terminated.

Specific Authority 2350.127(2), 367.081(4)(a), 2367.121(1)(c),
367.121(1) (£)P.8.

Law Implemented 367.081(4), 367.122(1)(c), 367.121(1) (g} .F.S.
History--New 4-5-81, Amended 9-16-82, Formerly 25-10,185, Amended

11-10-86, 6-5-91,

CODING: Worde underlined are additions; words in
struch—threugh type are deletions from existing law,
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25-30.425 Pass Through Rate Adjustment. The verified notice
to the Commission of an adjustment of rates under the provisions of
secticn 367.081(4)(b), P. S., shall be made in the following
manner:

{1) Prior to an adjustment in rates because of an increase or
decrease in purchased utility service, the utility shall file:

(a) A certified copy of the order, ordinance or other
evidence whereby the rates for utility service are increased or
decreased by the governmental agency or by a water or wastewater
utility regulated by the Commission, along with evidence ol the
utility service rates of that govexnmental agency or water or
wastewater utility in effect on January 1 of each of the three
preceding yeaxs.

(b) A statement setting out by month the charges for utility
services purchased from the governmental agency or regulated
utility for the most recent 12-month periecd.

{c) 1. A statement setting out by month the gallons of water
or wastewater treatment purchased from the governmental agency or
regulated utility for the most recent 12-month period. If
wagstewater treatment service is not based on a metered flow, the
number of units by which the service is measured shall be stated.

2. A statement setting out by month gallons of water and
units of wastewater service sold by the utility for the =ost recent

1Z2-month period.

CODING: Words underlined are additions; words in
struchk—through type are deletions from existing law.
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(d) A statement setting out by month the gallons of water or
wastewater treatment purchased from any other government entity or
utility company.

{e) A statement setting out by month the gallons of water
pumped or wastewater treated by the utility filing the verified
notice.

() If the total water available for sale ia in excess of
110% of the water sold, a statement explaining the unaccounted for
water.

{2) Prior to an adjustment in rates because of an increase or
decrease in the charge for electric power the utility shall file
with the Commission:

(a) A certified copy of the order, ordinance or other
evidence which establishes that the rates for electric power have
been increased or decreased by the supplier, alona with evidence of
the electric power rates of the supplier in effect on Japuary 1 of
each of the three preceding years.

{(b) A schedule showing, by month, the chargea for electric
power and consumption for the most recent 12 month perioed, the
charges that would have resulted had the new electric rates been
applied, and the difference between the charges under the old rates
and the charges under the new rates.

{c) A statement outlining the measures taken by the utility

to coenserve electricity.

CODING: Words underlined are additions; words in
struchk—through type are deletions from existing law.
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(3) Prior to an adjustment in rates because of an increase or
decrease in ad valorem taxes the utility shall file with the
Commission:

{a) A copy of the ad valorem tax bills which increased or
decreased and copies of the previocue three years' bills; if copies
have been submitted previously, a schedule showing the tax total
only is acceptable; and

{(b) A calculation of the amount of the ad wvalorem taxes
1elated to that portion of the water or wastewater plant not used
and useful in providing utility service.

(4) Prior to an adjustment in rates because of an increase or
decrease in the costs of water quality or wastewater quality

testing required by the Department of Environmental Protection

Elimination Svstem Program, the utility eempany shall file with the

Commission:

{a) A copy of the invoice for testing;

(b} Calculation of the amortized amount.

{5) In addition to (1), (2), emd (3), and (4) above, the
utility shall also file:

(a) A schedule of proposed rates which will pass the

increased or decreased costs on to the customers in a fair and

CODING: Words . derlined are additions; words in
type are deletions from existing law.
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nondiscriminatory manner and on the basis of current customers, and
a calculation showing how the rates were determined;

(b) A statement, by class of customer and meter size, ~t' .ng
out by month the gallons of water and units of wastewat~: service
sold by the utility for the most recent 12 month pe:.od. This
statement shall not be 1equirsd in filings for the pass th:ough of
increased regulatory assessment fees or ad valorem taxes ;-

(e) The affirmation reflecting the authorized rate of return
on equity required by section 367.081(4)(c), F. S5.; and

(d) A copy of the notice to customers required by subsection

{7) of this rule;

(e) Revised tariff sheets reflecting the increased rates; and
(£) The rate of return Qn_equify that the utility is

affirming it will not exceed pursuant to section 367.081(4) (c), F.

{7146+ In order for the Commission to determine whether a

utility which had adjusted its rates pursuant to section

CODING: Worde underlined are addit.ons; words in
struck—threugh type are deletions from existing law.
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367.081(4) (b), F. 8., has thereby exceeded the range of its last
authorized rate of return, the Commission may require a utility to
file the information required in Rule 25-30.437, F. A. C., for the
test year specified.

{8)4#+ Prior to the time a customer begins consumption at the

adjusted rates, the utility shall notify each customer of the

increase authorized and explain the reasons for the increase.

resukremonter— date of filing for'the verified notice
to the Commission of adjustment in rates shall be at least 45 daye
before the new rates are implemented.

Specific Authority 350.127(2), 267.221(1)(¢c), 367.121(1)(f), F.S.
Law Implemented 367.081(4), 367.121(1)(c), 367.121(1)(g)., F.S.

History--New 6-10-75, Amended 4-5-79, 4-5-81, 10-21-82, Formerly

25-10.179, Amended 11-10-86, 6-5-91,

CODING: Words underlined are additions; words in
etruek—threueh type are deletions from existing law.
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FLORIDA PUBLIC SERVICE COMMISSION

- o = = Lyear]) INDEX APPLICATION
TEST YEAR ENDED DECEMBER 31,_ _ _ _

DEP PWS ID MO. HATER WASTEWATER
DEP WWIF ID MO,
*  _ — _ Operation and Maintenance Expensen b1 5
(year)
LESS:
(a) Pass=-through Itema:
{1) Purchased Fower
{2) Purchased Water
{3) Purchased Wastewater Treatment
** (4) DEP Required Water Testing
*** {5) DEP Required Waatewater Testing
{6) HFDES Fees
b} Rate Case Expense Included in
- = — = |year) Expenses
(e) Adjustments to O & M Expenses f{rom
last rate case, if applicable:
{1
(2) e ] o T
Costa to be Indexed 5 -1

Multiply by change in GDP Implicit
Frice Deflator Index

e —— = e —— -
Indexed Coata -] -1
ssséshdd Pass-Through Items:
(1)
(23
Divide Index and Pass=Through Sum by
Expansion Factor for Regulatory
Assessment Fees i
Increase in Revenue 8 5
#eessivide by _ _ _ _ (year) Revenue
Percentage Increase in Rates L1 i

EXPLAMATORY HOTES APPEAR ON THE FOLLOMING PAGE

PSC/WAW 15 (_/ )
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BAGE 1 NOTES

This amount pust match (year) annual report.

Testing for volatile organic and unregulated contaminants pursuant to DEP
Rule 62-550.590, F.A.C., and lead and copper testing pursuant to DEP Rule
62-551.450, F.A.C.

Routine daily, weekly, or monthly testing required by the Department of
Environmental Protection (DEP) not currently included in the utility's
rates.

This may include an increass in purchased power, purchased water,
purchased wastewater treatment, required DEP testing, and ad valorem
taxes, providing that those increases have been incurred within the 12
month period prior to the submisaion of the pass-through application.
Pass-through NPDES fees and increases in regulatory assesament feass are
eligible as pass-through costs but not subject to the twelve month rule.
DEP water and wastewater testing pass-throughs require involces. See Rule
25-30.425, F.A.C. for more information.

If rates changed after January 1, _ _ _ _, the book revenues must be
adjusted to show the changes and an explanation of the calculation should
be attached to this form. See Appendix 'B' for instructions and a sample
format.




Have the rates charged for customer services changed since January 1, _
o
{) If no, the utility should use actual revenues. This form may be
disregarded.

{1 If yes, the utility must annualize its revenues. HRead the remainder of
this form.

Arnualizing calculates the revenues the utility would have earned based
uponh _ _ _ . lyear)} customer consumptlon at the moat current rates in effect,
To complete this calculation, the utility will need consumption data for
— (year) to apply to the exlsting rate schedule. Below ls a sample format
which may be used.

CALCULATION OF ANNUALIZED EEVENUES®
Consumption Data for _ _ _ _ (year]
Humber of Current Annualized
Bill/Gal, Sold X PRateas Eevenuea
Residential Service:

Billa: 5/8"x3/4" meters .....crcivnsns AR g R T

I" MBtOrs . cc-cciasans PRI Pyt A T
11;2.“t'r' I I I R R R L] LI B O O BN A F S B ERS
2V BMALEEE i esiieasieies e ek s 8w pannsnea

Gallons Sold ....coiiivaaenan shaesis 00 sessamasaa

General Service:

Bills: S/B™®I/4"™ moters ....coceamvans —— o B e i
1" BOEBES . ssvcsrssapavas  sasascas omATe e eiE e e
11!2."t-r' @ FF R AN FAER R L R B N
2" MAterd Licaasessasana — .
3" meters ..... LA e e Falointa b St e b
A" meters ... e o e R .
G MBLOLE . sisssirsaines o R e
Gallons Sold .iceciannanses ars e
Total Annualized Revenues for _ _ _ _ (lyear] S —
s Annualized revenues puat be calculated sepasrately if the utllity conslsts

of both a water system and a wastewater asystem. This form Ais designed
specifically for utilities using a base facility charge rate structure. It
annualized revenues must be caleulated and further assistance ls needed, contact
the Commission Staff at (850)413-6900.

-3-
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I, the underaigned owner/officer of the above-named uwtility, hawve read
the foregoing and declare that, to the best of my knowledge and belief, the
information contained in this application is true and correct.

1 am aware that pursuant to section 837.06, F.S5., whoever knowing.y
makes a false statement in writing with the intent to mislead a public servant
in the performance of his official duty shall be qullty of a misdepeancr of
the second degree.

Urilicy Official Title
{Signature)

Date

(Hame=-Tlease Print)

Telephone Number

Fax Number

-18-
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