
COMMISSIONERS: 
JULIE I. BROWN, CHAIRMAN 
LISA POLAK EOOAR 
ART GRAHAM 
RONALD A. BRISE 
JIMMYPATRONIS 

STATE OF FLORIDA 
CAPITAL CIRCLE OFFICE CENTER 
2540 SHUMARD OAK BOULEVARD 
TALLAHASSEE, FL 32399-0850 

Public Service Commission 

John Maciver 
Rules Ombudsman in 
The Executive Office of the Governor 
John.maciver@eog.myflorida.com 

December 12, 2016 

Re: Docket No. 160223-WS; Rules 25-30.425 and 25-30.455, F.A.C 

Dear Mr. Maciver: 

SENT VI,A E-~IL 
. . Ct.._i 

-~-] 

·---,> 
AJ .. ,. 

\ ___ ~ 

The Florida Public Service Commission proposed the above-listed rules at their regular 
agenda conference on December 6, 2016. Pursuant to Section 120.54(3)(b)2.b.(l), Florida Statutes, 
enclosed is a copy of the Florida Administrative Register (FAR) notice of the proposed rules, which 
was published in the December .12th edition ofthe FAR. Also enclosed is a copy of the statement of 
estimated regulatory costs (SERC). The SERC concluded that the proposed rule amendments will not 
have an adverse effect on small business. Pursuant to your instructions, we have filled out and 
included a copy of the OF ARR rulemaking notification form. 

If there are any questions with respect to these rules, please contact me at (850) 413-6082 or 
aharper@psc.state.fl. us. 

Enclosures 
cc: Office of the Commission Clerk 

Sincerely, 

~£t~ 
Adria E. Harper 
Senior Attorney 

FPSC Commission Clerk
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Office of Fiscal Accountability and Regulatory Reform 
Rulemaking Notification 

(Executive Order 11-211 requires agencies must submit all rule making notices to OF ARR at least 1 week prior to publication) 

To: John Maciver, Director 

Submitted By: [Adria E. Harper, Senior Attorney] 
[Florida Public Service Commission] 
[850-413-6082] 

Re: Rulemaking Notification for: 

Rule Number 
25-30.425 Pass Through Rate Adjustment 
25-30.455 Staff Assistance in Rate Cases 

Rule Title 

List EACH rule singly. Add lines as needed. 

Date: [Date request sent to OF ARR] ~ / k Date of anticipated publication: ~ / -k 
D~ this rule qualify for Rules Ombudsman review in accordance with section 120.54(3)(b), F.S.? 

Yes No 

Please complete this form when submitting rulemaking notification to the Office of Fiscal Accountability and Regulatory 
Reform (OFARR) pursuant to Executive Order 11-211. If any information or documents are missing, the notification 
will be returned without review. OFARR will indicate what is missing, and the completed notification must be 
resubmitted. 

1. Proposed Rulemaking Activity: 

Notice of Development of Rulemaking- Attach the proposed Notice. If no text is available, give a detailed 
explanation of the rulemaking, including why it is necessary. 

Notice of Proposed Rule- Attach the proposed Notice, "Is a SERC Required" Checklist, and SERC (if required), 
all materials incorporated by reference, and all forms referenced or required by the rule. 

__ Notice of Emergency Rule- Attach the proposed Notice. Explain fully why emergency rulemaking is appropriate. 

Notice of Change- Attach the proposed Notice. Be sure the text is coded correctly according to Rule 1B-
30.003(5)(f), F.A.C. Explain why a change is required. Attach any correspondence from JAPC or the public. If 
no documents exist, summarize any public comment the agency has received or public hearings/workshops the 
agency has held. 

Notice of Withdrawal- Attach the proposed Notice. Explain why it is necessary to withdraw the rulemaking. 
Include any JAPC correspondence. 

__ Other- Attach the proposed Notice. Include detailed information about the rulemaking. 

Notices should be coded according to Rule JB-30.003(5)(/), F.A.C. 

Effective February 5, 2015 



PUBLIC SERVICE COMMISSION 
RULE NOS.:RULE TITLES: 
25-30.425 Pass Through Rate Adjustment 
25-30.455 Staff Assistance in Rate Cases 

Notice of Proposed Rule 

PURPOSE AND EFFECT: To amend the rules to implement amendments to sections 367.081 and 367.0814, F.S., 
from the 2016 Legislative Session and upate and clarifY the rules. 
Docket No. 160223-WS 
SUMMARY: The rule amendments to Rule 25-30.425, F.A.C., implement amendments made to sections 367.081 
and 367.0814, F.S., during the 2016 legislative session. The rule amendments to Rule 25-30.425 (2), F.A.C., clarifY 
the documentation that utilities must submit for recovery of pass-through costs. The amendments to subsection 25-
30.425(2), F.A.C., specifY the documentation required for the filing of concurrent pass-through and price index 
applications. The amendments to Rule 25-30.455, F.A.C., prohibit the Commission from approving a utility's 
expenses associated with outside experts in staff assisted rate cases under certain circumstances consistent with 
section 367.0814, F.S. 
SUMMARY OF STATEMENT OF ESTIMATED REGULATORY COSTS AND LEGISLATIVE 
RATIFICATION: 
The Agency has determined that this will not have an adverse impact on small business or likely increase directly or 
indirectly regulatory costs in excess of $200,000 in the aggregate within one year after the implementation of the 
rule. A SERC has been prepared by the Agency. 
The SERC examined the factors required by Section 120.541(2), F.S., and concluded that the proposed rules are not 
likely to have an adverse impact on the factors listed therein, and that there is no anticipated effect on state or local 
revenues and no cost to the Public Service Commission, or any other state and local government entity to implement 
and enforce the rule. 
The Agency has determined that the proposed rule is not expected to require legislative ratification based on the 
statement of estimated regulatory costs or if no SERC is required, the information expressly relied upon and 
described herein: based upon the information contained in the SERC. 
Any person who wishes to provide information regarding a statement of estimated regulatory costs, or provide a 
proposal for a lower cost regulatory alternative must do so in writing within 21 days of this notice. 
RULEMAKING AUTHORITY: 120.54; 350.127(2), (3); 367.121(1)(c), (f) F.S. 
LAW IMPLEMENTED: 367.081(4), 367.0814; 367.121(1)(c), (g), F.S. 
IF REQUESTED WITHIN 21 DAYS OF THE DATE OF THIS NOTICE, A HEARING WILL BE SCHEDULED 
AND ANNOUNCED IN THE FAR. 
THE PERSON TO BE CONTACTED REGARDING THE PROPOSED RULE IS: Adria Harper, Office of General 
Counsel, 2540 Shumard Oak Blvd., Tallahassee, FL 32399-0850, (850)413-6082, aharper@psc.state.fl.us 

THE FULL TEXT OF THE PROPOSED RULE IS: 

25-30.425 Pass Through Rate Adjustment. 
The verified aetiee te the CemmissieR ef an aEijustmeRt ef rates UREier the previsieRs ef SeetieR 3ti7.081 (4)(b), 

F.S., shall be maEle ffi the felle·wiag manBer: 
(I) This rule applies Prier to any regulated water or wastewater utility that adjusts its an ad:iustmeat ia rates 

pursuant to Section 367.081(4)(b). F.S .. to reflect beeause efan increase or decrease in the rates. fees. or costs for 
the following specified expenses pwehaseEl utility serviee, the utility shall file: 

(a) A eertifieEI eepy efthe erEier, erEiiRaaee er ether eviEieaee whereby the rates fer Water or wastewater utility 
service purchased from a are iRereasee er EleereaseEI ey the governmental authority ageRey or other ey....a water or 
wastewater utility regulated by the Commission~. aleag with e•tiEieaee ef the utility ser•liee rates ef that 
gevemmeatal ageney er water er vtastev;ater utility iR effeet ea .Jan.uary 1 ef eaeh af the three preeeEiiRg yeaFS. 

(b) Purchased electric power: A statemeRt settiRg aut by maRth the eharges fer utility serYiees purehasee fram 
the gevemmeatal ageaey ar FegulateEI utility fer the mast reeeat 12 maBth periae. 



(c) Ad valorem taxes; I. A statement setting el:lt 13y menth the galle~ ef water er wastewater treatmeHt 
pl:IFahased iTem the gevemmental agene}' er regt:1lated Htility fer the mast reeent 12 menth peried. If waste•nater 
treatment serviee is net 13ased eA a metered fle·ll', the nl:lml3er ef l:IAits 13y '11-hieh the serviee is meast:~red shaH be 
stateEh 

2. A statemeAt setting el:lt b~' menth ga11ens ef 'Nater and Hnits ef waste'Nater ser•tiee seld by the Htility fer the 
mast resent 12 meAth peried. 

(d) National Pollutant Discharge Elimination System (NPDES) Permit Program fees charged by the Florida 
Department of Environmental Protection: A statement setting el:lt by menta the galleAs ef water er wastewater 
treatment pt:~r~hased iTem~' ether ge•temmeAt entity er HtiHty eemj:lany. 

(e) Regulatory Assessment Fees imposed A statemeHt setting el:lt by the Commission: menth the gallens ef 
v;ater fll:lllifled er wastewater treated 13y the l:ltility iilisg the verified netiee. 

(f) If the tetal Wwater or wastewater guality testing reguired by the Department of Environmental Protection 
CDEP); available fer sale is in e:ll:eess ef 110% efthe water seld, a statemeAt e:ll:plaining the l:IHaeeel:lntea fer 'N·ater. 

(g) Wastewater biosolids disposal fees; 
(h) Tank inspection reguired by the DEP or a local governmental authority; 
{i) Treatment plant operator and water distribution system operator license fees reguired by the DEP or a local 

governmental authority; 
(j) Water or wastewater operating permit fees charged by the DEP or a local governmental authority: or 
(k) Consumptive or water use permit fees charged by a water management district. 
(2) Prior to an adjustment in rates pursuant to Section 367.081C4)(b). F.S .. 13eeat:~se efan inerease er aeerease in 

the eharge fer eleetrie pe•;¥er the utility shall file its verified notice and supporting documents with the 
Commission's Division of Accounting and Finance at least 45 days prior to the effective date of its pass through rate 
adjustment, or at least 60 days prior to the effective date of its combined or simultaneously filed price index and pass 
through rate adjustments if the utility reguests an exception to the 45 day effective date. as referenced in paragraph 
(2)(h). to allow the price index and pass through rate adjustments to be implemented as one rate adjustment pursuant 
to Section 367.081(4)(e), F.S. Each verified notice of a pass through rate adjustment shall include the following 
supporting documents. If the same information or supporting document is reguired for both the price index and pass 
through rate adjustments. such as revised tariff sheets, annualized revenue calculations. return on eguity 
affirmations. and customer notices. the applicant may file a combined supporting document to be used for both 
applications:· 

(a) Revised tariff sheets reflecting the increased or decreased rates: A eertifiea eepy efthe eraer, erainaaee er 
ether eviaenee wbieh establishes that the rates fer eleetrie 13ewer ha>1e been inereasea er aeereased by the st:1pplier, 
aleng with eviaeaae ef the eleetria pewer rates ef the sl:lpplier in effeet en Jaat:1ary I ef eaeh ef the three Jlreeeding 
years,-

(b) A schedule showing, by menth, the calculation of eharges fer eleetrie pewer and eenst:~mptien fer the 
proposed rates, including mast reeeHt 12 menth Jleried, the following information. If the pass through rate 
adjustment is combined with a price index rate adjustment. a combined schedule that shows the calculation of both 
the price index and pass through rate adjustments may be provided: eharges that wet:1la have resHited had the new 
eleetrie rates been applied, and the differenee betweea the eharges Wlaer the ela rates and the eharges WlEler the new 
rate&: 

I. The calculation of the recurring annual or amortized annual amount of the new expense or incremental 
change calculated as referenced in subsection {3}: 

2. The utility's actual annual revenue or calculation of the annualized revenue for the most recent 12-month 
period. or 12-month test year if combined or simultaneously filed with a price index application. If there were any 
Commission-approved changes to the utility's rates during the 12-month period or test year. the revenue should be 
annualized to reflect the revenue that would have resulted if the rate change had been in effect the entire 12 months. 
The annualized revenue calculation should reflect the annual number of bills broken down by customer class and 
meter size. and the annual gallons of water or wastewater service sold broken down by customer class. Annualized 
revenues should be calculated separately if the utility provides both water and wastewater service; 

3. If the pass through of an increase or decrease in purchased water or wastewater utility service. purchased 
power. or wastewater biosolids disposal is applied only to the gallonage charge in the rate adjustment calculation. 



provide a schedule showing the gallons of water or wastewater service sold during each month of the most recent 
12-month period or test year. broken down by customer class and meter size. if not shown in the revenue calculation 
previously provided in subparagraph (2)(b)2. above: and 

4. The calculation of the proposed rates that shows the current rates. dollar amount ofthe pass through increase 
or decrease. and proposed adjusted rates. The percentage increase or decrease resulting from the pass through 
adjustment for any specified expense may be applied to all rates equally or allocated between the base facility 
charge and gallonage charge based on the following guidelines: 

i. The percentage increase or decrease in purcha5ed water or wastewater utility service. purchased power. or 
wastewater biosolids disposal may be applied solely to the gallonage charge: 

ii. The percentage increase or decrease in ad valorem taxes may be applied solely to the base facility charge: 
iii. The percentage increase or decrease in any specified expense that was adjusted using a specific allocation 

methodology in the utility's last rate proceeding or in a prior pass through adjustment may be applied using that 
same methodology: and 

iv. The percentage increase or decrease in any specified expense that reflects a single assessment to the water 
and wastewater systems combined may be allocated between the water and wastewater rates based on the equivalent 
residential connection ratio of water and wastewater customers: 

(c) A copy of smtemeet emlieieg the current invoice. proof of payment. or other documentation that 
demonstrates that measl:lfes takes ey the specified expense has been adjusted or is a new requirement. If the 
specified expense is an existing expense that was not previously included in the utility's rates. also provide a 
statement confirming that the specified expense has never been included in the utility's rates: wtility te eeeserve 
eleetrieity. 

(d) A copy of the invoice(s) or other documentation that supports the utility's calculation of the recurring annual 
or amortized annual increase or decrease in the specified expense referenced in subparagraph (2){b)l., as follows: 

I. For a frequently recurring specified expense. such as purchased power. provide a copy of all invoices 
received for the most recent 12-month period or test year: 

2. For a specified expense that occurs on an annual basis. such as ad valorem taxes. provide a copy of the 
invoice received for the prior year: 

3. For a specified expense that occurs less than annually. such as NPDES permit program fees, provide a copy 
of the invoice received the last time the expense occurred: or 

4. For the pass through of an incremental increase or decrease in regulatory assessment fees that were 
previously included in the utility's rates by another governmental entity prior to the Commission's regulation of the 
utility, provide documentation that shows the percentage or amount of regulatory assessment fees that were 
previously included in the utility's rates, such as a copy of an order, ordinance. rate calculation, or other available 
information that can be used to determine and verify the percentage of regulatory assessment fees that were 
previously included in the utility's rates. 

(e) The utility's DEP Public Water System identification number and Wastewater Treatment Plant Operating 
Permit number; 

(t) The affirmation required by Section 367.081(4)(c), F.S .. including the rate of return on equity that the utility 
is affirming it will not exceed with this rate adjustment: 

(g) A copy of the notice to customers required by subsection (6): and, 
(h) If applicable. a statement that the utility requests an exception to the 45 day effective date provided by 

Section 367.081C4){b). F.S .. to allow combined or simultaneously filed price index and pass through rate 
adjustments to be implemented together as one rate adjustment pursuant to Section 367.081(4)(e), F.S .. with an 
effective date 60 days after the official filing date of the utility's notice of intention to increase rates through a price 
index rate adjustment filed pursuant to Section 367.081C4)(a) and Rule 25-30.420(2), F.A.C. 

(3) The recurring annual or amortized annual amount Prier te aa aajwstmeRt iR rates eeeatJse of an ieerease er 
eeerease iR ad •;alerem taJEes the new expense or incremental change tJtiHty shall be calculated as follows file with 
the CemmissieR: 

(a) The change in aA frequently recurring specified expense, such as purchased power. SeJlY eft-he ad valerem 
taX eills WRieD iReR!aSeG eF Geereasee shall be calculated as an annual ana ee):lies ef the f!R!VietJS three years' bills; 
if eef!ies ha\'e been swbmittea f!Feviewsly, a sehedwle shewieg the tax total. broken down by month for the most 



recent 12-month period or for the 12-month test year if combined or simultaneously filed with a price index rate 
adjustment. The calculation shall reflect the following information: enly is aeeeJ*aele; ana 

1. All charges or fees included in the total specified expense. such as the purchased water or wastewater base 
facility charge, gallonage charge. any applicable billing or service fees. and taxes. even if some of the rates or fees 
did not change: 

2. The actual or annualized charges for the specified expense. If the rates or charges for the specified expense 
changed during the 12-month period or test year. the actual charges should be annualized to reflect the charges that 
would have resulted if the prior rates or charges had been in effect the entire 12 months: 

3. The annualized charges that would have resulted if the new rates had been in effect the entire 12 months: 
4. The difference between the charges at the prior and new rates: and 
5. If the utility's most recent rate proceeding included adjustments for excessive unaccounted for water (EUW) 

or excessive inflow and infiltration 0&0. the calculation of an increase or decrease in purchased water or 
wastewater utility service or purchased electric power shall also include the same percentage EUW or I&I 
adjustments. If the utility has taken steps to reduce EUW or I&I since its most recent rate proceeding. the utility 
may. but is not required to. provide additional information to demonstrate that the EUW or I&I percentages have 
been reduced. Any proposed revision to the EUW or I&I percentages should be calculated as referenced in 
subsection ( 4 ); 

(b) The change in aA specified expense ealeulatien efthe ameuBt efthe ad 'laleFem taxes FelateEI te that occurs 
on an annual basis. such as ad valorem taxes, shaH be calculated as an annual total based on a comparison of the 
prior expense and new expense. If applicable. the calculation of the increase or decrease peFtien ef the wateF eF 
·.vastewateF plant net used anEiusefl:ll in ad valorem taxes only shaH include the following additional adjustments: iB 
f!F9'1iEiing utility ser'liee. 

I. If any ad valorem tax bills reflect a single assessment for combined water and wastewater property. the 
calculation shaH also include the utility's calculation of the equivalent residential connection ratio of water and 
wastewater customers used to allocate the combined tax assessment between the utility's water and wastewater 
rates: and 

2. If the utility's last rate proceeding included adjustments for non-used and useful plant. the calculation shaH 
also include an adjustment to remove the portion of the ad valorem taxes related to the water or wastewater plant 
that is not used and useful in providing utility service; 

(c) The change in a specified expense that occurs less than annuaHy. such as NPDES permit program fees. shaH 
be calculated as an annual amortized amount based on a comparison of the prior and new expense. The expense 
shaH be amortized as a non-recurring expense in accordance with Rule 25-30.433(8). F.A.C., and the calculation 
shall include an explanation if the expense is amortized for a period other than five years. 

(4) Pi'ier te aB adjustment in Fates ~eeause ef aB iaerease er EleeFease in Ithe pass through eests of changes 
water EJUality er wastewater EJoality testing FeEJuireEI ~y the Def'lll'tment ef Bn'liFemBental Preteetien (DBP), eF 
~eeause ef an ineFease er EieeFease in purchased water or wastewater utility service or purchased electric power shaH 
be adjusted for EUW or I&I consistent with adjustments approved by the fees eharged ~y DBP in eermeetien 'Nith 
the Natieaal PellutaBt DisehaFge Blimiaatien System Pregmm, the utility shall file with the Commission in the 
utility's most recent rate proceeding. if applicable. If the utility has taken steps to reduce the EUW and I&I 
percentages since its most recent rate proceeding. the utility may. but is not required, to provide the following 
information to demonstrate that the EUW and I&I percentages have been reduced and that the previously approved 
EUW and I&I percentages should either be reduced or eliminated from the pass through rate adjustment calculation: 

(a) A description G9f'Y of any steps taken by the utility to reduce the EUW or I&I since the utilitv's last rate 
proceeding in•1eiee feF testing; and. 

(b) A schedule showing the updated cGalculation of EUW or I&I broken down by month for the most recent 
12-month period or test year including: ameFtizeel ameUBt. 

1. The gallons of water or wastewater treatment purchased from the governmental authority or regulated utility 
that has increased or decreased its rates. If wastewater treatment service is not based on a metered flow. describe 
how the wastewater flows are determined and include the number of units by which the service is measured: 

2. If the utility purchases water or wastewater service from more than one governmental authority or regulated 
utility. include the gallons of water or wastewater treatment purchased from any other governmental authority or 



regulated utility not reflected in subparagraph (4)(b)l. above. If wastewater treatment service is not based on a 
metered flow, describe how the wastewater flows· are determined and include the number of units by which the 
service is measured; 

3. The gallons of water pumped or wastewater treated by the utility. if applicable; 
4. The gallons of water or wastewater service sold by the utility; 
5. The total unaccounted for water or inflow and infiltration; and 
6. A statement explaining the EUW or 1&1 if the total water available for sale or total wastewater treatment 

purchased is still in excess of 110 percent ofthe water or wastewater service sold. 
(5) The amount administratively approved for a pass through rate adjustment Ia additien te s~:~eseetiens (1), (2), 

(3) and (4) aee¥e, the atility shall not exceed the actual cost incurred. Foregone pass through decreases shall not be 
used to adjust a pass through increase below the actual cost incurred. alse file: 

(a) A sehed1:1le ef J3reJ3esed rates vlflieh wiiiJ3ass the inereased er deereased eests en te the eustemers in a fair 
and nendiseriminatery manner and en the basis ef e1:1rreat eustemers, and a ealeulatieR shewing hew the rates 'Nere 
determined; 

(b) A statement, by elass ef eustemer and meter siz;e, setting eat by menth the gallens ef water and ooits of 
wastewater serviee seld ey the 1:1tility fer the most reeent 12 menth 13eried. This statement shall net be reEJYired in 
filings fer the 13ass threugh ef inereased regalatery assessment fees er ad valerem taxes; 

(e) The affirmatieR refleeting the aatheriz;ed rate efretl:lm eR eEJuity reEJuired ey Seetien 367J)81(4)(e), F.S.; 
(d) A ee13y efthe netiee te eastemers reEJYired by sabseetien (7) efthis rnle; 
(e) Revised tariff sheets refleetiRg the iRereased rates; 
(f) The rate efretl:lm eR eEJaity that the 1:1tility is affirming it will Ret e)Eeeed p1:1rsuaRt te Seetien 367.Q81(4)(e), 

F.S.; and 
(g) The 1:1tility's DEP Puelie Water System identifieatieR number and lJlastewater Treatment Plant OJ:!erating 

Permit number; 
(6) The utility shall provide each customer with written notice of the administratively approved rate adjustment. 

including the effective date and an explanation of the reasons for the increase or decrease, prior to the time each 
customer will begin consumption at the adjusted rates. If the pass through rate adjustment is combined or 
simultaneously filed with a price index rate adjustment. the utility may provide the information for both. rate 
.adjustments in a combined customer notice ameoot aatheriz;ed fer pass threugh rate adjastmeRts shall net exeeed the 
aetl:lal east in:ear:red and shall Rat exeeed the meremeRtal iRerease er deerease fer the 12 month 13eriad. Faregeae 
J3aSS threagh deereases shall Ret ee used te adjust a J3aSS threagh inerease eelaw the aetl:la] east mearred. 

(7) Ia erder fer the Cemmissien te determine whether a atility vlflieh had adjlJSted its rates J3m'Saant te Seetien 
367.()81(4)(9), F.S., has thereey eneeeded the FaAge efits last aatheriz;ed rate efretllm, the Cammissien may reEJuire 
a atility te file the iafermatien reEJuired in Rale 23 3().437, F.A.C., fer the test year SJ3eeified. 

(8) Prier ta the time a eustemer eegins eensam13tien at the adjusted rates, the utility shall netify eaeh eustemer 
ef the inerease autheriz;ed and e*J3lain the reasens fer the inerease. 

(9) The atility shall file an original and fi'l•e ee13ies ef the verified netiee and SYJ3J39Fting deeuments 'Nith the 
Cemmissien Clerk The rates shall eeeeme effeeti¥e 43 days after the ef4.ieial date ef filing. The eft.ieial date ef 
filing fer the verified netiee ta the Cemmissien ef adjustment iR rates shall ee at least 4 3 days befere the new rates 
are imJ3lemented. 
Rulemaking Authority 350.127(2), 367.081, 367.12l(l)(c), (f) FS. Law implemented 367.081(4), 367.12J(l)(c), (g) FS. 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, 4-18-99..._ __ _ 

25-30.455 Staff Assistance in Rate Cases. 
(I) Water and wastewater utilities whose total gross annual operating revenues are $275,000 or less for water 

service or $275,000 or less for wastewater service, or $550,000 or less on a combined basis, may petition the 
Commission for staff assistance in rate applications by submitting a completed staff assisted rate case application. If 
a atility that eheeses te 1:1tiliz;e the staff assistanee e13tien eJBtlleys eatside ex13erts te assist in de·;ele13iRg infermatien 
fer staffer te assist in e\•al1:1ating staffs sehedl:lles aad eeneiYsiens, the Rreasonable and prudent rate case expense 
shall will be eligible for recovery reee¥eraele through the rates developed by staff. Recovery of attorney fees and 
outside consultant fees related to the rate case shall be determined based on the'reguirements set forth in Section 



367.0814(3), F.S. A utility that chooses not to exercise the option of staff assistance may file for a rate increase 
under the provisions of Rule 25-30.443, F.A.C. 

(2) through (14) No change. 
Rulemaking Authority 350.127(2), 367.0814, 367.121 FS. Law 1mplemented 367.0814 FS. Histo~New 12-8-80, Formerly 25-
10.180, Amended 11-10-86, 8-26-91, 11-30-93, 1-31-00, 12-16-08, 8-10-14.....___ ___ _ 

NAME OF PERSON ORIGINATING PROPOSED RULE: Martha Golden. 
NAME OF AGENCY HEAD WHO APPROVED THE PROPOSED RULE: Florida Public Service Commission. 
DATE PROPOSED RULE APPROVED BY AGENCY HEAD: December 6, 2016 
DATE NOTICE OF PROPOSED RULE DEVELOPMENT PUBLISHED IN FAR: Volume 42, Number 183, 
September 20, 2016. 



State of Florida 

DATE: 

TO: 

FROM: 

RE: 

November 9, 2016 

Jlu&Ik~mrfu 4tlllnt1thmhtn 
CAPITAL CIRCLE OFFICE CENTER • 2540 SHUMARD OAK BOULEVARD 

TALLAHASSEE, FLORIDA 32399-0850 

-M-E-M-0-R-A-N-D-U-M-

Adria Harper, Senior Attorney, Office of the General Counsel 
C. Donald Rome, Jr., Public Utility Analyst II, Division of Economics ~ 
Statement of Estimated Regulatory Costs (SERC) for Proposed Amendments to Rules 25-30.425 and 25-30.455, Florida Administrative Code (F.A.C.). 

During the 2016 session, the Florida Legislature enacted House Bill 491 which was incorporated into Chapter 2016-226, Laws of Florida. Among other things, the legislation modified two subsections of the Florida Statutes (F.S.): Subsection 367.081(4) and Subsection 367.0814(3), F.S. These laws became effective on July 1, 2016. To implement the new laws, staff is recommending revisions to Rule 25-30.425, F.A.C., Pass Through Rate Adjustment, and Rule 25-30.455, F.A.C., Staff Assistance in Rate Cases. Staff is recommending these rule changes so that Commission rules will continue to be consistent with the requirements of the empowering statutes as revised during the 2016 legislative session. Therefore, any economic impacts that might be incurred by affected entities would be a result of statutory changes promulgated under subsections 367.081(4) and 367.0814(3), F.S., and not caused by staff's recommended changes to Commission rules. Key changes that are discussed in the attached SERC are summarized below. 

Staffs draft amendments to Rule 25-30.425, F.A.C., are being recommended to implement the new provisions of subsection 367.081(4), F.S. Prior to the 2016 legislative action, water and wastewater utilities regulated by the Commission were limited to passing through the following specified expense items without the requirement of a Commission rate proceeding: (a) purchased water or wastewater service, (b) costs of electric power, (c) ad valorem taxes, (d) Commission Regulatory Assessment Fees, (e) Department of Environmental Protection (DEP) fees for the National Pollutant Discharge Elimination System (NPDES) Program, and (f) water quality or wastewater quality testing required by DEP. 1 The 2016 legislation modified subsection 367.081(4), F.S., to expand the types ofspecified expense items that are eligible for pass-through treatment: (a) fees charged for wastewater biosolids disposal, (b) costs incurred for a tank inspection required by DEP or a local governmental authority, (c) treatment plant operator and water distribution system license fees required by DEP or a local governmental authority, (d) water or wastewater operating permit fees charged by DEP or a local governmental authority, and (e) consumptive or water use permit fees charged by a water management district. 2 

1 Florida House Bill Analysis and Fiscal Impact Statement, April 15, 2016; page 5. 2 ld., p. 10. 



Staff's recommended revisions to subsections (2), (3), and (4) of Rule 25-30.425, F.A.C., provide clarification to prospective applicants regarding the documentation required for staff to evaluate an applicant's submission for recovery of pass-through costs. Staff believes that placing this additional clarification in the rule will help to reduce the number of data requests that would be necessary during the pass-through application process and, therefore, assist in streamlining the process for both staff and applicants. Staff recommends additional amendments to subsection 25-30.425(2), F.A.C., to enable applicants to file concurrent pass-through and price index applications more efficiently. 

Staff's draft amendments to subsection (1) of Rule 25-30.455, F.A.C., are being recommended to implement the new provisions of subsection 367.0814(3), F.S. The new statutory language prohibits the Commission from approving a utility's expenses associated with services of outside experts in a staff assisted rate case proceeding· unless another party has intervened in the case. However, subsection 367.0814(3), F.S., provides two exceptions Where a utility's recovery of rate case expense may be authorized by the Commission as follows: (a) if the fees are incurred to provide consulting or legal services ·to the utility after the initial Commission staff report is issued to customers and the utility, or (b) if the fees are incurred after any protest or appeal of the Commission's decision by a party other than the utility. 3 
. ·. 

The attached SERC addresses the considerations requirt:<f pursuant to Section 120.541, F.S. A workshop to solicit input on the recommended rules was conducted by Commission staff on November 4, 2016. Several comments that either were received during the workshop or were otherwise provided during the rulemaking process were incorporated into the draft rules to provide additional clarification. No regulatory alternatives were submitted pursuant to paragraph 120.541(l)(a), F.S. None of the impact/cost criteria established in paragraph 120.541(2)(a), F.S., will be exceeded as a result of the recommended revisions. 

cc: (Draper, Daniel, Shafer, Golden, CibuJa, SERC file) 

3 Id., p. II. 
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FLORIDA PUBLIC SERVICE COMMISSION STATEMENT OF ESTIMATED REGULATORY COSTS Rules 25-30.425 and 25-30.455, F.A.C. 

1. Will the proposed rule have an adverse impact on small business? f120.541(1)(b), F.S.J (See Section E, below, for definition of small business.) 

Yes 0 No fZ1 
For clarification, please see comments in Sections A(3) and E(1), below. 
2. Is the proposed rule likely to directly or indirectly increase regulatory costs in excess of $200,000 in the aggregate in this state within 1 year after implementation of the rule? f120.541(1)(b), F.S.J 

Yes 0 No [8J 

If the answer to either question above is "yes", a Statement of Estimated Regulatory Costs (SERC) must be prepared. The SERC shall include an economic analysis showing: 

A. Whether the rule directly or indirectly: 

( 1) Is likely to have an adverse impact on any of the following in excess of $1 million in the aggregate within 5 years after implementation of the rule? f120.541(2)(a)1, F.S.] 

Economic growth Yes 0 No IZI 
Private-sector job creation or employment Yes 0 No fZ1 
Private-sector investment Yes 0 No IZI 

(2) Is likely to have an adverse impact on any of the following in excess of $1 million in the aggregate within 5 years after implementation of the rule? [120.541(2)(a)2, F.S.J 

Business competitiveness (including the ability of persons doing business in the state to compete with persons doing business in other . states or domestic markets) Yes 0 No 1Z1 
Productivity 

Innovation 

Yes 0 No IZI 
Yes 0 No IZI 



(3) Is likely to increase regulatory costs, including any transactional costs, in excess of $1 million in the aggregate within 5 years after the implementation of the rule? [120.541(2)(a)3, F.S.] 

Yes 0 No 1Zl 
Economic Analysis: 
A summary of the recommended rule revisions is included in the attached memorandum to Counsel. Specific elements of the associated economic analysis are discussed below in Sections 8 through F of this SERC. 

During the 2016 session, the Florida Legislature enacted House Bill491 which was incorporated into Chapter 2016-226, Laws of Florida. Among other things, the legislation modified two subsections of the Florida Statutes (F.S.): Subsection 367.081 (4) and Subsection 367.0814(3), F.S. These laws took effect on July 1, 2016. 

To implement the new laws, staff is recommending revisions to Rules 25-30.425 and 25-30.455, Florida Administrative Code (F.A.C.). Staff is recommending these rule changes so that agency rules will continue to be consistent with the requirements of empowering statutes as revised during the 2016 legislative session. 

Therefore, any economic impacts that might be incurred by affected entities would be a result of statutory changes promulgated under subsections 367.081(4) and 367.0814(3), F.S., and not caused by staff's recommended changes to Commission rules. Staff believes that none of the impacVcost criteria established in paragraph 120.541(2)(a), F.S., will be exceeded as a result of the recommended rule revisions. 

B. A good faith estimate of: f120.541(2)(b), F.S.J 

(1) The number of individuals and entities likely to be required to comply with the rule. 
The amendments to Rule 25-30.425, F.A.C., would affect 145 investor-owned water and_ wastewater utilities that serve approximately 175,000 Florida customers. The amendments to Rule 25-30.455, F.A.C., would affect the 116 investor-owned water and wastewater utilities that fall below the revenue thresholds stated in subsection (1) of the rule; these utilities serve approximately 30,000 Florida customers. Utilities which come under the jurisdiction of the Commission in the future also would be required to comply. 

(2) A general description of the types of individuals likely to be affected by the rule. 
The 145 investor-owned water and wastewater utilities are located in 37 counties. 
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C. A good faith estimate of: f120.541(2)(c), F.S.J 

(1) The cost to the Commission to implement and enforce the rule. 

1ZJ None. To be done with the current workload and existing staff. 

D Minimal. Provide a brief explanation. 

0 Other. Provide an explanation for estimate and methodology used. 

(2) The cost to any other state and local government entity to implement and enforce the rule. 

~ None. The rule will only affect the Commission. 

0 Minimal. Provide a brief explanation. 

0 Other. Provide an explanation for estimate and methodology used. 

(3) Any anticipated effect on state or local revenues. 

fZJ None 

D· Minimal. Provide a brief explanation. 

D Other. Provide an explanation for estimate and methodology used. 

D. A good faith estimate of the transactional costs likely to be incurred by individuals and entities (including· local government entities) required to comply with the requirements of the rule. "Transactional costs" include filing fees, the cost of obtaining a license, the cost of equipment required to be installed or used, procedures required to be employed in complying with the rule, additional operating costs incurred, the cost of monitoring or reporting, and any other costs necessary to comply with the rule. (120.541 (2)(d), F.S.J 

D None. The rule will only affect the Commission 

D Minimal. Provide a brief explanation. 

~ Other. Provide an explanation for estimate and methodology used. 

Staff's suggested amendments to Rules 25-30.425 and 25-30.455, F.A.C., are being recommended to implement the new provisions of subsections 367.081(4) and 367.0814(3), F.S., respectively. As noted in Section A above, any economic 
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impacts that might be incurred by affected· entities [e.g., utilities, customers] would be a result of statutory changes promulgated under subsections 367.081(4) and 367.0814(3), F.S., and not caused by staff's recommended changes to Commission rules. Key elements of staff's recommended rule revisions are discussed below. 

(1) Recommended amendments to Rule 25-30.425, F.A.C. 

As summarized in the attached memorandum to Counsel, statutory changes to subsection 367.081(4), F.S., added five additional specified expense items for which water and wastewater utilities regulated by the Commission can use the referenced rule's pass-through provisions without the requirement for a rate proceeding. Staff's suggested clarifications to the rule should assist applicants regarding the documentation required for staff to evaluate submissions for recovery of pass-through costs. Staff believes this should help to reduce the number of data requests that would be necessary during the pass-through application process, thereby streamlining the process for both staff and applicants. Staff is recommending additional amendments to subsection 25-30.425(2), F.A.C., to enable applicants to file concurrent pass-through and price index applications more efficiently . 
. 

Regulated utilities should benefit from the recommended rule revisions associated with the statutory changes that expanded the types of expenses which are eligible for recovery through a pass-through adjustment. Utilities will have more opportunities to avoid the time and expenses associated with full rate case proceedings and should be able to begin recovering the additional expenses in a more timely manner, thereby reducing potential revenue losses for under-recovery of prudent expenses. Utility ratepayers' also should benefit from being able to receive smaller incremental rate increases that address specific expense charges that would otherwise require recovery through a full rate case proceeding at a higher cost and potentially higher rate increase. 

Staff anticipates that additional transactional costs, if any, to affected entities would be de minimis, particularly when compared to the costs that would otherwise be incurred to recover those same expenses in a full rate proceeding. In addition, as noted in Section A above, any economic impacts that might be incurred by affected entities would be a result of statutory changes promulgated under subsection 367.081(4), F.S., and not caused by staff's recommended changes to Commission rules. 

(2) Recommended amendments to Rule 25-30.455, F.A.C. 

Staff's suggested changes to subsection (1) of the referenced rule are being recommended to implement the new provisions of subsection 367.0814(3), F.S. The new statutory language prohibits the Commission from approving a utility's expenses associated with services of outside experts in a staff assisted rate case unless another party has intervened in the case. 

It is possible that the new statutory requirements and the associated prospective rule revisions potentially may result in additional transactional costs to utilities. 
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The potential impact would be to reduce the amount of rate case expense that utilities may recover by disallowing recovery of fees for attorneys or outside consultants who are engaged for the purpose of preparing and filing a staff assisted rate case. Henceforth, utilities would only be allowed to recover attorney or consultants' fees that are incurred for advisory work that is performed after the Staff Report is issued. The Staff Report is a preliminary recommendation issued in staff assisted rate cases that serves to advise the utility and its customers about the expected level of increase in that particular rate case. 

Although not specifically prohibited in the statute, the amended statutory language also has the effect of disallowing recovery of any attorney or consultants' fees incurred for other work related to the rate case that occurs before the Staff Report is issued, such as assisting in the preparation of responses to Commission staff data requests. For example, it is not uncommon for a utility to request that the contractual plant operator assist with answering Commission engineering staff's data requests that are issued early in the rate case. The contractual plant operator will typically charge additional fees for this type of work, as it is not part of the operator's regularly scheduled contractual duties. Under the new statutes and amended rules, those fees would no longer be eligible to be recovered through rate case expense because the outside consultant fees would be incurred by the utility for work performed before the Staff Report is issued. However, as noted in Section A above, any economic impacts that might be incurred by affected entities would be a result of statutory changes promulgated under subsection 367.0814(3), F.S., and not caused by staff's recommended changes to Commission rules. 

Utility ratepayers potentially may benefit from the rule revisions being recommended to implement the statutory changes. Benefits may accrue from limiting the type of rate case expense that may be recovered in a staff assisted rate case, thereby resulting in less of a rate increase than would otherwise be necessary. 

E. An analysis of the impact on small businesses, and small counties and small cities: [120.541 (2)(e), F.S.J 

(1) "Small business" is defined by Section 288.703, F.S., as an independently owned and operated business concern that employs 200 or fewer permanent full-time employees and that, together with its affiliates, has a net worth of not more than $5 million or any firm based in this state which has a Small Business Administration 8(a) certification. As to sole proprietorships, the $5 million net worth requirement shall include both personal and business investments. 

1Z1 No adverse impact on small business. [See clarification below.] 
0 Minimal. Provide a brief explanation. 

D Other. Provide an explanation for estimate and methodology used. 
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While it is difficult to estimate the number of affected entities that would meet the 
definition of "Small Business" as defined in Section 288.703, F.S., it is 
reasonable to assume that many of the affected entities would meet the statutory 
definition and, therefore, potentially .could incur.additional transactional costs as 
discussed in Section D, above. However, as noted in Section A above, any 
economic impacts that might be incurred by affected entities would be a result of 
statutory changes promulgated under subsections 367.081(4) and 367.0814(3), 
F.S., and not caused by staff's recommended changes to Commission rules. 

(2) A "Small City" is defined by Section 120.52, F.S., as any municipality that has an 
unincarcerated population of 10,000 or less according to the most recent decennial 
census. A "small county" is defined by Section 120.52, F.S., as any county that has an 
unincarcerated population of 75,000 or less according to the most recent decennial 
census. 

/23 No impact on small cities or small counties 

0 Minimal. Provide a brief explanation. 

0 Other. Provide an explanation for estimate and methodology used. 

F. Any additional information that the Commission determines may be useful. 
[120.541 (2)(f), F.S.J 

0 None. 

Additional Information: 
A workshop to solicit input on the recommended rules was conducted by 
Commission staff on November 4, 2016. Several comments that either were 
received during the workshop or were otherwise provided during the rulemaking 
process were incorporated into the draft rules to provide additional clarification. 
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G. A description of any regulatory alternatives submitted and a statement adopting the 
alternative or a statement of the reasons for rejecting the alternative in favor of the 
proposed rule.f120.541(2)(g), F.S.J 

r;gJ No regulatory alternatives were submitted. 

0 A regulatory alternative was received from 

0 Adopted in its entirety. 

0 Rejected. Describe what alternative was rejected and provide 
a statement of the reason for rejecting that alternative. 
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