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l. Summary:

The bill creates a new method of determining when arefund of interim rate increase revenuesis
owed and of calculating the refund amount in water and wastewater rate increase proceedings.
The new method applies only in proceedings where the Public Service Commission
(commission) does not approve the full amount of the final rate increase requested by the utility.
The bill also requires the utility to refund to its customers all interim rate revenues collected if
the commission does not approve arate increase or approves a rate decrease.

This bill substantially amends s. 367.082, F.S.
Present Situation:

Section 367.082, F.S., provides that during a proceeding for a change in rates of awater and
wastewater utility, the commission may authorize the collection of interim rates until the
effective date of afinal order in the rate-change proceeding. The interim rate revenue is subject
to refund. Both the interim rates and any ultimate refund are cal culated according to an
earnings-based formula set out in the statute. The commission must enter its order on interim
rates within 60 days of the filing of the petition.

The existing statute provides that, at the conclusion of the rate case, the commission can require
arefund of al or aportion of the interim rates collected during the pendency of the rate case. A
refund could be necessary to reduce the utility’ s interim rate of return to the approved range of
the rate of return that was found fair for setting rates on a prospective basis.
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Effect of Proposed Changes:

Section 1 providesthat if awater and wastewater utility is seeking a rate increase and obtains an
interim rate increase and if the Commission does not approve the full amount of the final rate
increase requested by the utility, the utility may keep only a portion of the interim revenues
collected and must refund the rest to its customers. The bill creates a new formulafor
calculating the amounts of interim revenues to be retained and refunded. The new formulais not
earnings-based. It provides the following:

Interim revenues x Actual rate increase allowed = Amount of interim
collected Rate increase requested revenues the utility may retain

Under this formula, the maximum portion of interim revenues that the utility could keep once a
final decision has been made on the permanent rate increase is determined by multiplying the
total interim revenues collected by a fraction derived from dividing the actual rate increase
allowed by the commission by the annual rate increase requested by the utility. The difference
between this calculated amount and the interim revenues collected would be refunded to the
customers.

The bill also requiresthat al interim revenues collected by the utility be refunded if, at the end of
the rate case, no rate increase is approved or arate decrease is approved. Thisisanew
requirement not addressed in the current statute. However, according to the commission, this has
been its practice.

Section 2 provides that the bill takes effect on July 1, 2005.

Constitutional Issues:

A. Municipality/County Mandates Restrictions:
None.

B. Public Records/Open Meetings Issues:
None.

C. Trust Funds Restrictions:
None.

Economic Impact and Fiscal Note:

A. Tax/Fee Issues:

None.
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B. Private Sector Impact:

The bill creates a new method of determining when arefund is owed and how much is
owed in water and wastewater rate increase proceedings involving both a permanent rate
increase and an interim rate increase. The new method will result in different outcomes
than the current earnings test, and may, in some situations, result in the utility receiving
less revenue during the interim period than the amount approved on a going-forward

basis.
C. Government Sector Impact:
None.
VI. Technical Deficiencies:
None.
VII. Related Issues:
None.

This Senate staff analysis does not reflect the intent or official position of the bill’ s sponsor or the Florida Senate.
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VIIl.  Summary of Amendments:

None.

This Senate staff analysis does not reflect the intent or official position of the bill’ s sponsor or the Florida Senate.




