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Julie Phillips 

. From: 
Sent: 
To: 
Subject: 

Adria E. Harper 
Senior Attorney 

Florida Public Service Commission 
AHarper@psc.state.fl.us 

(850) 413-6082 

Adria Harper 
Monday, March 13, 2017 11:02 AM 

Julie Phillips 
FW: Public Service Commission's proposed Rules 25-30.444 and 25-30.4445, F.A.C. 

Please note: Florida has very broad public records laws. Many written communications to or from the Florida Public 

Service Commission may be considered public records, which must be made available to anyone upon request. Your e­

mail communications may therefore be subject to public disclosure. 

From: Reform, Reg [mailto:Reg.Reform@eog.myflorida.com] 
Sent: Monday, March 13, 2017 11:01 AM 
To: Adria Harper 
Subject: RE: Public Service Commission's proposed Rules 25-30.444 and 25-30.4445, F.A.C. 

My pleasure. It was also just brought to my attention my information needs to be updated on 411.com, which I am in 

the process of doing so others may find me. © . Thanks,- Alexa 

From: Adria Harper [mailto:AHarper@psc.state.fl.us] 

Sent: Monday, March 13, 2017 10:37 AM 

To: Reform, Reg <Reg.Reform@eog.myflorida.com> 

Cc: Phillips, Alexandra <Aiexandra.Phillips@eog.myflorida.com> 

Subject: RE: Public Service Commission's proposed Rules 25-30.444 and 25-30.4445, F.A.C. 

Great! Thank you for your help. 

Adria 

Adria E. Harper 
Senior Attorney 
Florida Public Service Commission 

AHarper@psc.state.fl.us 

(850) 413-6082 

Please note: Florida has very broad public records laws. Many written communications to or from the Florida Public 

Service Commission may be considered public records, which must be made available to anyone upon request. Your e­

mail communications may therefore be subject to public disclosure. 

From: Reform, Reg [mailto:Reg.Reform@eog.myflorida.com] 
Sent: Monday, March 13, 2017 10:31 AM 
To: Adria Harper 
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Cc: Phillips, Alexandra 
Subject: FW: Public Service Commission's proposed Rules 25-30.444 and 25-30.4445, F.A.C. 

Good morning Adria, 

John graciously passed along the Director reigns end of the year. Thank you for sending this. Hope all is well. 

This email serves as confirmation that the Office of Fiscal Accountability and Regulatory Reform has received your 

Rulemaking Notification. 

Thank you in advance for your cooperation, and as always, please feel free to contact the office with any questions. 

Regards, 

Alexandra Phillips 

Director, Office of Fiscal Accountability and Regulatory Reform 

Office of Governor Rick Scott 

The Capitol, Suite 209 
Tallahassee, Florida 32399-0001 

(850) 717-9315 

From: Maciver, John 
Sent: Friday, March 10, 2017 10:19 AM 

To: Phillips, Alexandra <Aiexandra.Phillips@eog.myflorida.com> 

Subject: FW: Public Service Commission's proposed Rules 25-30.444 and 25-30.4445, F.A.C. 

From: Adria Harper [mailto:AHarper@psc.state.fl.us] 

Sent: Friday, March 10, 2017 10:17 AM 

To: Maciver, John 
Cc: Carlotta Stauffer ; Julie Phillips 

Subject: Public Service Commission's proposed Rules 25-30.444 and 25-30.4445, F.A.C. 

Dear Mr. Maciver: 

Please see the attached correspondence regarding the Commission's proposed Rules 25-30.444 and 25-30.4445, F.A.C. 

Please confirm receipt via return emai l. 

Please feel f ree to contact me further. 

Thank you, 
Adria 
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Adria E. Harper 
Senior Attorney 
Florida Public Service Commission 
AHarper@ psc.state . fl. us 

(850) 413-6082 

Please note: Florida has very broad public records laws. Many written communications to or from the Florida Public 
Service Commission may be considered publ ic records, which must be made available to anyone upon request. Your e­
mail communications may therefore be subject to public disclosure. 
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COMMISSIONeRS: 

JUUE I. BROWN, CHAIRMAN 

DoNALD J. POL.'-.11\NN 

Ar<TGRAHAM 

RONALD A. BRISt 

JIMMY PATRONIS 

STATE OF FLORIDA 

OFFICe OF n IE GeNeRAL COUNSEL 

KErn I C. HETRICK 
GENERAL COUNSEL 

(850) 413-6199 

Public Service Commission 

John Maciver 
Rules Ombudsman in 
The Execut ive Office of the Governor 
John. maci ver@eog.m yfl orida.com 

March I 0, 20 17 

Rc: Docket No. 160246-WS, Rules 25-30.444 and 25-30.4445, F.A.C. 
Dear Mr. Maciver: 

SENT VIA E-MAIL 

The Flo1ida Public Service Commission proposed the above-listed rules at their regular 

agenda conference on March 7, 201 7. The Commission has detem1ined that these rules will afTect 

small businesses. Accordingly, 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 March 9, 2017, edition of the FAR. Also enclosed is a copy of the statement of estimated 

regulatory costs (SERC). The SERC concluded that the proposed rules will not have an adverse effect 

on small business. Pursuant to your instructions, we have tilled out and included a copy of the 

OP ARR rulemaking notification fonn. 

If there are any questions with respect to this/these rules, please contact me at (850) 413-6082 

or aharper@psc.state. tl .us. 

Enclosures 
cc: Office of the Commission Clerk 

Sincerely, 

~~~ 
Adria E. Harper 
Senior Attorney 

An Aflirmati\'e A~tion I f.qun l Opportunity F.mployrr 
I'SC Wfb51tr: http://"ww.noridupsc.com lnt r rnct E-mail: rontnrt@p5r.stutc.n.us 



To: John Maciver, Director 

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

Re: Rulemaking Notification for: 

Rule Number 
Rules 25-30.444, Utility Reserve Fund 
F.A.C. 

Rule Title 

Rule 25-30.4445, Notice of Application for Utility Reserve Fund 
F.A.C. 

Ltst EACH rule smgly. Add lines as needed. 

Date: [Date request sent to OF ARR] N/ A Date of anticipated publication: N/ A 

Does this rule qualify for Rules Ombudsman review in accordance with section 120.54(3)(b), F.S.? 
_X_Yes __ No 

Please complete this form when submitting rulemaking notification to the Office of Fiscal Accountability and Regulatory 

Reform (OF ARR) pursuant to Executive Order 11-211. If apy lpformatlon or documents are missing. the notification 

will be returned without review. OF ARB will indicate what Is missing, and the completed notification must be 

resubmitted. 

1. Proposed Rulemaking Activity: 

_ _ Notice of Development of Ru lemaking - Attach the proposed Notice. If no text is available, give a detailed 

explanation of the rulemaking, including why it is necessary. 

_X_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 I B-

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. 



Office of Fiscal Accountability and Regulatory Reform 
Rulemaking Notification 

(Executive Order J 1-211 requires agencies must submit all rulemaklng notices to OFARR at/east J week prior to publication) 

2. Is this rulemaking included in the agency's Annual Regulatory Plan (ARP)? _Yes. __ _ 

3. For eacb rule: 
lftbe rule dec:reases rqulation, explain in detail bow It alleviates unnec:essary, disproportionate, or advene effec:ts 

to business. You should address all relevant considerations, including: restriction on entry into a profession; effect on 
availability of services to public; effect on job retention; restriction on employment seekers; imposition of burdensome 
costs; cost-effectiveness vs. economic impact of rule. 

If the rule increases regulation, explain in detail what statute or statutes are being implemented and why the rule is 

necessary to implement the statutory language. 

Rule Number Detailed Explanation 
Rule 25-30.444, The rule does not decrease or increase regulation. 
F.A.C., 
Rule 25-30.4445, The rule does not decrease or increase regulation. 
F.A.C. 

List EACH rule singly. Add/mesas needed. 

4. Has the agency received any public comment about this rulemaking, since the last rulemaking notification? 
_NO __ 

If yes, please summarize the comment and the agency's position regarding the comment (i.e. has made or intends to make 

changes based on the comment, disagrees with the comment, etc.) and attach any documents. 

S. Has the agency received any lower cost regulatory alternatives (LCRA)? _NO __ 

If yes, describe in detail what action the agency took in response to the LCRA. 

6. Has the agency received any comment from JAPC, since the last rulemaking notification? _NO_ 

If yes, please summarize the comment and attach any documents. 

2 
Effective February S, 201S 



PUBLIC SERVICE COMMISSION 
RULE NOS.:RULE TITLES: 
25·30.444 Utility Reserve Fund 

Notice of Proposed Rule 

25-30.4445 Notice of Application for Utility Reserve Fund 
PURPOSE AND EFFECT: To implement rules for requests for water/wastewater utility reserve funds pursuant to 
Section 367.081, F.S. 
Docket No. 160246-WS 
SUMMARY: Pursuant to 2016 legislation, Rule 25·30.444, F.A.C., implements a utility reserve fund. Subsection 
(1) sets forth the projects eligible for the utility reserve fund. Subsection (2) sets forth the filing requirements in an 
application for a utility reserve fund, including the requirements for a capital improvement plan. Subsection (3) 
provides reporting requirements for the utilities so the Commission can track the monies collected for the utility 
reserVe fund. Subsection (4) lists the infonnation that a utility must provide to the Commission in order to receive 
Commission authorization for disbursement of the reserve fund monies. Subsection (5) sets forth the filing 
requirements to request a modification of the reserve fund. 
Subsection (6) of the rule provides the conditions under which the Commission will determine the final disposition 
of a utility reserve fund. 
Rule 25·30.4445, F.A.C., provides the noticing requirements for the application for a utility reserve fund, including 
applications filed as stand·alone applications or applications filed in conjunction with another rate case proceeding. 
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 concludes that any economic Impacts that might be incurred by affected entities would be a result of 
statutory changes to Sections 367.081 and 367.0814, F.S., made by the 2016 legislation and are not due to a 
Commission-initiated rulemaking effort. The SERC concluded that the rules will not likely directly or indirectly 
increase regulatory costs in excess of $200,000 in the aggregate in Florida within one year after implementation. The 
SERC concluded that the rules will not likely have an adverse impact on economic growth, private-sector job 
creation or employment, private sector investment, business competitiveness, productivity, or innovation in excess 
of $1 million in the aggJ"Cgate within five years of implementation. The rules will not have an adverse impact on 
small business and will have no impact on small cities or small counties. No regulatory alternatives were submitted 
pursuant to Section 120.S41(1Xa), F.S. None of the impact/cost criteria established in Section 120.541(2)(a), F.S., 
will be exceeded as a result of the new rules. 
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: 350.127(2), F.S., 367.081(2)(c), F.S., 367.121, FS. 
LAW IMPLEMENTED: 367.081, F.S., 367.091, FS. 
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 Shwnard Oak Blvd., Tallahassee, FL 32399·0850, (850)413·6082, aharper@psc.state.fl .us. 

THE FULL TEXT OF THE PROPOSED RULE IS: 

25·30.444 Utility Reserve Fund 
(1) PROJECT ELIGIBILITY. The following considerations shall be applied In detennlning whether a future 



infi:asttuctwe repair or replacement project is eligible for advance funding through a utilitv reserve f\md and whether 
a utilitv reserve fund is the most apptoj!riate methodoloc to address the requested project. 

Cal The following projects shall be eligible for a utility reserve fund: 
I I PrOjects to repair or replace existing utility infrastructure that js nearing the end of its useful life or is 

detrimental to water quality or reliability of service that is recorded in the National Association of Regulatory Utility 
Commissioners' Uniform System ofAceoun!S CNARUC USOAl water utility plant acc.ount numbers 304. 305. 306. 
307. 308. 309. 310. 311. 320. 3301 331. 333. 334. 335. 336. and 339. and wastewater utmty plant account numbers 
354. 355. 36Q. 361. 362. 363. 364. 365. 366. 367. 370~ 371. 374. 375. 380. 381. 382. and 389: 

2 ~ Future exoendjtures related to land or land rights recorded jo NARUC USOA water utility plant account 
number 303 or wastewater utility plant account number 353 if the expenditure is neccswy to the successful 
completion of an eligjble repair or replacement project: 

31 Upmdes or enhancements ofexjsting facilities !fit can be demonstrated that the upmde or enhancement js 
necessao' to comply with fedemt. SJtte. or local regulatory requirements. or proyjdes a more cost-effective or more 
reliable alternative than an identical replacement. and that the ypgrade or enhancement js not desjaned solely 12 
address future customer &rowth: 

4~ Repair Projects \hat may be expensed rather than CApitalized. as prescribed by Rule 25-301 l400XgX3l. 
F.A.C, if it can be demonstmted \hat tbe repair exoense js not already reflected jn the utility's current rates as on 
annual or amortized annual expense. or that the annual repair and maintenance exoense allowance reflected jn the 
utility's current mtes js insufficient to coyer the projected costs of the proposed repair project: or 

51 If a project includes both the repair or replacement of existing infrastructure and tbe exDDDsion or 
improvement of facilities to meet future customer srowth. tbe portion of the project that is related to the !"CJ!ilir and 
replacement of exjsting infrastructure js eligible if those costs can be jdentified and semgated ftom the portion of 
the project related to the expansjon or jmproyements desisned to meet future customer growth. 

Cbl The following pro!ects shall not be eligible for a utility reserve fund: 
I I Prqjects to repojr or replace geneml plant tbat js not directly associAted wjth the physical operation of the 

utility's water or wastewater systems that arc recorded in NARUC USOA water utjlitv plant account numbers 340. 
341.342. 343. 344. 345. 346. 347. and 348. and wastewater utmty plant account numbers 390. 391. 392. 393. 394. 
395. 396. 397. Md 398; 

2. Expenditures related to NARUC USOA water utility plant accounts 30 I and 302. and wastewater utili tv plant 
accounts 3S! and 3$2. whjcb cover omanization and franchise related exoenditurcs: 

3. Exoendirures related to land or land rights recorded in NARUC USOA. water utility plant account nwnber 
303 or wastewater utility plant account number 353 if the expenditure is necessary solely to meet future customer 
growth: or 

4. Capital improvement projects to expand existing facilities or construct new facilities solely to meet future 
customer growth. 

(c) When evaluatjng whether the utility's request to create a utility reserve fund js tbe most aporopriate 
methodoloav to ad<fress the utility's eligible future infrastructure repair and rePlacement pro!ects. the following 
additional factors wm be considered: 

I. Whetber the anticipated completion date of the project allows syfficjent time to accumulate the funds 
necesS!l(Y to fund the oroject 

2. Whether tbe anticipated completion date is wl!hjn 24 months of the end of the historic test year used in a 
jointly filed mte application. If tpplicable. thereby making tbe project eligible for consideration as a pro fonna 
project jn tbe rate proceeding Pursuant to Section 367 ~08 I C2)(al2, E.S.; 

3. Whether the contributlons-in-ajd-of;:onmvction that will result ftom the ut!!lty reserve fund will cause lhe 
utility to exceed the service oyailability po!icy gyidelines proyidcd in Rule 25·30.580. F.A.C.; 

4. Whether any of the eligible projects included jn the utility reserve fund wjll result jn the complete elimination 
of either the water or wastewater treatment process; 

5. Whether it has been more than seven Years since the utility's last mte case. if the request is filed as a stand· 
alone applicttion or in conjunction with a limited proceeding; or 

6. Whether the total increase resulting ftom jmplementatjon of the utility reserve fund swchme wjl! exceed the 
utility's annual revenues for lhe most recent 12-montb period or test year by more than 30 percent 



---- ------~---------------------------------------

C2l UTILITY R£SERYE FUND FILING REQUIREMENTS. Each applicant that requests approval to create a 
utility reserve fund shall proyjde the following infonnation to the Commjssjon. The request may be med as a stand­
alone application or in conjunction with an appljcatjon for mte increase filed pursuant to Sectjons 367.08IC2lCal. 
367.0814. or 367.0822. F.S. If the request js filed in conjunction with an application for rate increase that also 
requires the applicant's general jnfonnation. paragraphs (Zl(a). Cb). and C~l may be omjued fiom the utility reserve 
fund portion of the joint application. A utili tv that qualifies for staff assistance as proyided by Rule 25-30.455( 1 ), 
F.A.C .. may also request assistance with the utility reserve fund process. 

(A> The utility's name as it appears on the utility's certificate. &ddress. telephone number. and. If available. 
email address and fax number. 

Cbl The nameCsl. address(esl. and telephone number!sl of the person(s) that should be contacted regarding this 
application. 

Ccl The address within the service area where the application is available for customer jn5pection during the 
time the rate application is pending. 

Cdl A statement oftbe reasonCsl why the utility js reguestjnc ppproypl of a utility reserve fund. 
(e) A capital jmproyement plan that includes: a general description of the age and condition of the utility' s 

facilities; a description of all infrastructure repair or replacement pro!ects that the utility anticipates wm be 
necessaO' within the next five years. at a mjnimum. even if some projects will not be jnclucled jn the uti!ity reserve 
fund: and the fol!owjng infonnation for each jnftastructure rnajr or replacement project that the utmrv requests be 
included in the utjljty reserve fund: 

I. A descrjptjon of each plant asset that wm be repaired or replaced. including the NARUC USOA account 
number for each asset; 

2. The date each asset was originally placed into service or an estimate of the age of the plant assetCs) as 
reflected in the utility's dePreciation records jfthe original servjce date js unknown: 

3. A detailed descdptjon of the reasonCsl each repair or replacement project is necessazy to maintain or improve 
the quality or reliability of the water or wastewater service. including whether MY asset will be replaced prior to the 
end of its average servjce life as proyjdesJ by Rule 25-30.140. F.A.C.: 

4. If the repair or replacement p£Qjecl js required by a sovernmenta! or regulatory agency. include a copy oftbe 
rule. regu!atjon. Order. or other re&UiatOQ' djrectjve that requires the repajr Or replACement: 

5. The projected cost to repair or !lplace qcb asset. and documentation that supports the utility's calculation of 
the projected cost. The utility shall malse all reasonable efforts to obtain at least three comparative cost estimates for 
each requested project. Acceptable fonns of projected cost documentation are: an estimate by a professional 
engineer or other oerson knowledgeable in design and construction of water and wastewater plants; a bid from a 
vendor or service proyjder that includes a description of all work to be completed and an itemized list of all costs 
associated with the project: vendor infonnation regarding the purchase price of plant components tbat will be 
purchased directly by the utility and labor estimates for wodc that will be perfooned on the protect by a utility 
employee or contractual service provider. along with a statement that conflnns that the employee•s or contractual 
service proyjder's work on the project js not included jn their normal dutjes; or other jnformatjon that shows a 
detailed and verifiable estimate of the projected cost. If tbe utility is unable to obtain three cost estimates for each 
project. the utility shall provjde a statement explaining wbat steps the utility took to obtain the estjmates. why the 
utility was unftble to obtain three estimates. and any responses received from any contractors solicited. 

6. Detailed specifications for each asset that can be used to verjf>: the projected repair or replacement cost. such 
as type. size. quantity. or quality of the materials used to complete the repair or r~p!aCement of the asset· lftbe twe. 
sjze. quantity. or quality of the components used to make the repair or replacement wm be materially different than 
tbe plant assetCs) being ncpajred or replaced. describe the specific djtferences and why the change is eitbcr necessary 
or provides a bener resolution for !he repair or JU?lacementi 

7. If the !lpair or replacement will change the design of the system. include a statement explaining how the 
desjgn of the system will change and why the change is either necessary or wjl! orovjde a beqer resolution for the 
repair or replacement: 

8. A description of any alternatives to the proposed jnfrasttucture repair or replacement project that the utility 
considered. such as new technologies or jn!ercoMection with another utility system. and why the proposed project 
WAS detennined to be the most cost-effective optjon or will provide a better resolution for the repair or rmlacemeot: 



9. lfthe infi'astructw'e that is being, re.placed was subject to a non-used and useful adjushnent in the utility's last 
rate proceeding. include a statement explaining whetber the utilitv considered re<iucing, the sjze of the «placement 
inftastructwe to better match the utility's capacjty nee<is and tbe results of that analysis: 

I 0. A description of any expense increases or decreases tbat the utility anticipates wm occur following 
completion of the infrastructure repair or replacement project; and 

II . The projected timeline and anticipated completion elate for the repair or replacement project. Including a 
detailed description of any t&rget dates and significant milestones if the project wj!l be completed in multiple phues. 
If the repair or rmlacement proiect js required by a governmental or regulatory agency. include anv specific 
deadlines tbat have been imposed by that asency. and describe any penalties that wm be incurred by the utility if the 
deadlines are not met. 

CO A description of any other funding sources that may be used for the project. including a breakdown of the 
estimated project costs that wm be funded with the ytmty reserve fund. utility investment. and each ayailable 
external funding source. such as a bank loan. government loan. or government mot. as aoplicable. 

(g,} A schedule showing the calculation of the annualized revenues for the most recent 12-mootb period using 
the rates in effect at the tjme the utility files its application for approval to create a utility reserve fund. broken down 
by customer class and meter sjze. This schedule may be omitted from the utility reserve fund portion of the 
application if filed in coniunction with an aoplicatjon for a rate proceeding that also reauires an annuali;zed revenue 
calculation. 

(b) A schedule showing the calculatjon of the proposed utility reserve fund syrcbarge based on the number of 
bills by customer class and meter size for tbe most recent 12-month oeriod. or test year jf filed in conjunction with 
an BPPiicatjon for a rate proceeding. 

Cil Revised tariff sheets incomorating the utility reserve fund surcharge into the tarjff: The utility shall show the 
utility reserve fund surcharge as a separate charge jn its tarjffand on its customer bills. 

(j) A Statement indicating whetber the applicant will secure the utility reserve fund tbrougb an interest-bearing 
escrow account or an irrevocable Jetter of credit. If the utility's request to create a utility reserve account js ¥Proved 
by the Commission. the utility will be rCX~uired to provide documentation showjng that the escrow account bas been 
established or the irrevocable letter of credit has been obtaine<f prior to implementation of the utmty reserve fund 
surchar&e. 

(k) A description of the procedures that the utilitv will implement to semgate the monjes collected from tbe 
utility reserve fund surcharge on the utility's books and records. Separate accounting records must be maintained to 
record all transactions associated with the coJlectjon. deposit and use of monjes designated for the utjlity reserve 
fund. A separate bank account may be used to segregate the utilicy reserve fund monies that arc secured tbroygh an 
jrreyocable letter of credit but is not regujred. 

Cl) A statement signed by an officer of the utmty that the utility will comply with the noticing requirements in 
Rule 25-30.4445. F.A.C .. jfthe reayest js filed as a stao4-alone application. Rule 25·22.Q407. F.A.C .. if the request 
is tiled jn conjunction with an application for a rate increase filed pursuant to Sectjons 367.08!C2)(a) or 367.0814. 
F.S, or Rule 25-30.446. F.A.C, if the request if tiled in conJunction with a limited proceeding filed pursuant to 
Section 367.0822. F.S. 

Cml An Asset Management Plan prepared by the Florida Rural Water Association may be proyjded in lieu of a 
caPital improyement plan in paragmph (2lCel. 

(3) REPORTING REQUIREMENTS. Any utility tbat res:eives approval from or js reQuired by the Commjssjon 
to create a utility reserve fund must keep an accurate and detailed account of all monjes and re,port to tbe 
Commjssjon all monies it recejyes from the utility reserve fimd surcharge. The reporting reouirement shall begin 
when the uti!itv's reserve fund surs:harge tariff becomes effective. The utility must file perjodjc reports as follows: 

(a) The utility shall file a report wjtb the Commjssjon Clerk's office no later than the 20~~o of eyer:y month 
indicating the montbly and total amount of money deposited into. and monthly and total amount of disbursements 
made from the utility reserve ftmd as of the end of the preceding month. If the utility bjl!s its customers less 
freQuently than once a month. this reportin& reqyjrement may be modified to match the utmty•s noonal billing 
frequency. A copy of a bank statement that separately identifies the utility reserve fund dePOSits and disbursements 
may serve as the momhly report. 

Cb) At least once everv six montbs. the utility shall also report the statys of all eligible projects included jn the 



ulj!jty reserve fund for which work was perfonned during the last six months including the actual stan date. the 
estimated or actual completion date. the costs incurred during the last six months. and the total cost for anY pmjccts 
comoleJed durjng the last sjx months. 

((;l The reports shall conljnye as long as the utiUty reserve fund js jn effect and yntj! all funds have been 
disbursed either to pay for completed eligible projects or as refunds to customers. 

Cdl A reauest for djsbyrsement from the utility reserve fund escrow account or aythorizatjon to use funds 
secured by an irrevocable Jetter of credit may be filed in conjunction wjtb the utility's monthly or quarterly reports. 

(e) The utility shalf also smarately identify the utility reserve fund in its annual reoort filed with tbe 
Commission each year punuant to Rule 25-30.110. f.A.C. 

CO The ytility shalf file an ypdated CApital jmproycment plan with the Commjssjon at least once eyezy tbree 
years for as long as the utility reserve fund remains active. 

C4l DISBURSEMENT OF FlJNDS. A utjlity reQuesting disbursement of funds from an escrow account or 
autborizatjon to use funds secured by an irrevocable letter of credit shall file the following jnfonnation and 
suooonjng documentation: 

Cal A statement explainjng why the disbursement is needed, including a description of the completed project or 
if a Partial disbursement of funds is necessarv prjor to completion of the full project. a description of the completed 
phase of 1he project purthase of materials. payments to contractors or vendors. or construction draws. as ao.plicable; 

Cbl The dlte tbe project or phase of the project was compleJed and the replacement osset<s> was placed in 
service. as applicable; 

Ccl Documentation supoorting the amount of the requested djsbuaement. Acceptable fonns of documentation 
are: jnvojces. receipts. contractor 1pplication and request for payment forms. loan docJJmems. documents showing 
proof of payment. and otber jnfonnatjon that shows detailed and yerifiable project cos(S and payments; 

Cd> Documentatjon showjng that the compleled wor!c was inspected or approyed by the governmental or 
regulatory auihorjty that required the repair or replacement protect If applicable; and 

Cel Other documentation tbat demonstraJes the project was completed. such as photoeraphs of the completed 
wodc. may be submjued but is not required. 

CO A utility may reouest the disbursement of funds ftom a utility reserve fund to assist with making an 
emeraency repair or replacement that is critiCAl to the operation of the utility facilities and resulted fiom events that 

were out of the utiljty's control. such as wgtber related damge. accidents. or defective parts. The Utility's request 
for an emergency disbursement must include the following information: 

I. The jnfonnation required in paragraphs C4lCa> tbrougb (e) above: 
2. A description of any future funding sources that may be available to assjst the utmtv with the emergency 

repajr or replacement costs. such as government assistance for weather damage. insurance benefits. or manufacturer 
warrantjes for defective parts; 

3. A statement explaining bow the utility will reimburse lhe utility reserve fund for the emergency disbursemem 
through future fundjng sources. such as. government assistance. jnsuraoce benefi(S. manufacturer WOJIJDtjes. bank 
loans. or utility investment. If no funding sources will be available for reimbursement oftbe utj!!ty reserve fimd. the 
utility shall either proyjde a stasement describing how the utility reserve fimd project($) or time! inc may be modified 
to adciress the project fimdjng needs wjthout modj(yjng 1he amount of the utility reserve fund surchg. or provide 
the Information required in subsection (S> below to reqyest a modification of the utility reserve fund surcharge. 

CS) UTILITY RESERVE BJND MODIFICATIONS. A utility tbat must undertake a project that was not 
anticipated when the utility reserve fund was created or that must make significant mod!OcaJions to a previously 
approved project may request a modifteatjon of the utility reserve fund at any time following creatjon oftbe fund or 
in the utility's next rate proceeding by filing the fo!lowjng information: 

(a) A sratement describing why the new pro!ec1 or modification of a previously approved project js necessary. 
and whether the utility Is requesting a change jn the utmty reserve fimd surcharu or only ac!cnowledgement of tbe 
project modifications. If the new project or project modification Is required by a governmental or regulatory wocy. 
jnclude a copy of the rule. rcgylatjon. order. or other regulatoty djrectjve that requires the new project or Pmiect 
modjficatjon: and 

lb) The informalion required in pamgraphs (2lCel or (ml. and <Q. Cg>. Ch). and (i> j( the utility js regyesting a 
change in lhe uWity reserve fund surcharge. Also. jf the utility reserve fund js secured throu!W an irrevocable letter 



of credit. the utj!jty shall proyide an updated irrevocable letter of credit orior to implementation of the utility reserve 
fund surcharge jncreose. 

(6) FINAL DISPOSITION OF UTILITY RESERVE fUND. 
(a) The utility reserve fund surcharge shall be discontinued after all aPNOved eligible projecrsCsl have been 

como!eted. sufficjent funds have been collected in the utility reserve fund to cover the cost of tbe approved eligible 
projectCsl. and the final disbursement has been made fiom the utility reserve fund. Puring the utility's next mte 
proceeding. Jbe utility's rate base. capital SblJcture. ooemting expenses. and mtes shall be adjusted as needed to 
renect the completed projects. The amount of the new plant assets !hat are funded throygh a utility reserve fund shall 
be offset wi!h an equal addition to contributions-in-aid-of-construction. 

Cbl Any monies that remain in the utility reserve fund following the last disbursemem for the comoleted eligible 
prcijectCs> shall be refunded to the customers with interest in accordance with Rule 25-30.360. F.A.C. 

Ccl All monies collected and held in the utility reserve fund should remain with the utility regardless of any 
changes jn utility ownership. If a utility's ownership changes through a transfer or abandonment. the Commission 
shall detennine whether the utility reserve fund should be continued as follows; 

1. In the eyent that the utility's ownership changes through a transfer as provjded jn Rule 25-30.037. F.A.C .. the 
transfer agreement shall include provisions that State: that the utility reserve fund shall remajn witb the utWty 
followin& the close of the sale: that the seller shall provjde copies of all documents related to the utility resem fund 
to the byyer. jnc!yding the approved capital improvement plan. financial records. and status reDOJ1s: whether the 
byyer reQuests to contjnye the ytility reserve fund following the transfer: and whether the byyer will assume 
responsibility for the escrow accoynt or obtain an irrevocable lener of credit to secyre the utility reserve fund. If the 
byyer does not reQyest to continue the utility reserve fund or does not proyide sufficient documentation to guarantee 
the continued security of the utility reserve fund and compliance with the provisions set forth jn this rule. all monies 
held jn the utility reserve fund shall be refunded to the customers with interest jn accordance wjth Rule 25-30.360. 
F.A.C .. and the utility reserve fund surcharae and utility reserve fund shall be djscontjnued. However. if the transfer 
of ownership Is requested pwsyant to Rule 25-30.037(5>. F.A.C .. and will result in !he transfer of ownership to an 
exempt entity other than a governmental utility. the buyer shall not be rc:gyjred to obtain an escrow account or an 
irrevocable !ener of credit. 

2. In the event that the utility is abandoned as provided in Rule 25-30.09Q. F.A.C .. all monies held In the utility 
reserve fund and all documents related to the utility reserve fund shall remajn with the utility and be turned over to 
the coyrt-aPJ)Ointed receiver. If tbe ytj!jty remains under Commission jurisdjctjon following the abandonment. the 
court-appointed receiver shall be resoonsjble for managing the utility reserve fund jn accordance with this rule and 
all applicable Commjssjon Orders. 

(d) If the ytll!ty fails to follow tbrough with the el!gjble projes;t<sl covered by tbe ytUity reserve fund or comply 
with the security. fund maintenance. or reponing reoyirements set forth jn tbis rule. the Commission shall initiate a 
review of the utility reserve fund and syrcbarge to detennine wbether !he ytj!jty reserve Nod and surcharge shoyld 
be discontinued and whether all monies in the reserve fund sboyld be refunded to the cystomers wj!h interest in 
accordance with Ry!e 25·30.360. f.A.C. 
Rulrmqklng Authoricv 350, 117(2). 367.08/aJicJ. 367. I 21 FS. l4w lmnlemcmcd 36Z.Q81(1JfqJ FS. Hlll(lr:y-Ncw 

25-30.4445 Notice of Application for Utility Reserve Fund. 
(J) This rule applies to all petitions to create a utility reserve fund filed by a water or wastewater utility that are 

filed as a stand-alone application. Petitions that are filed in cgnjynction with another mte proceeding filed pursuant 
to Sections 367.081C2)(al. 367.0814. or 367.0822. F.S .. shall comply with Jbe noticing requirements set forth in Rule 
25-22.0407 or 25-30.446. F.A.C .. as applicable. 

(2) Upon fUjng a petition to create A utility reserve fund. the utility shall mail a copy of the petitjon to the chief 
executive officer of the aovemjog body of each municipality and coynty wjthjn the service areas jnc!yde<f jn the rate 
reauest. Each copy of the petition shall be accompanied by a statement that a copy of tbe utilitv reserve fund 
minimum OUng reQuirements (MFRsl set forth jn Rule 25-30,444, F.A.C .. when accepted by the Commjssjon. can 
be obtained from the petitioner upon reguest. 

(3) Within 30 days after the official date of tbe fi!jng established by the Commission. the utility shall place a 
copy of the petition and MfRs at its official headquarters and at all business offices it has in the service areas 



included in the request. Such copies shall be available for public impes:tjon dyring the utility's regular business 
hours. If the utility does not have a business office in a servjce area included in its petition. tbe utility shall malce 
other arrangements to provide public access to the petition and MFRs. Acceptable public access options are; placing 
a CORY of the petiljon and MESs at the main county !!boo. tbe local communjty center. or other appropriate 
location which is within or most convenient to the service area and which is wm;D!! to accept and JVPYide public 
access to the copjes: providing customers with infoanation about how to access the petition and MFRs jn the 
utility's docket file on the Commission's Web site: or proyjdin& a R£inted or electronic copy of the petitjon and 
MFBs to anY customer who reguescs access to a coPY. 

C4Xal Within SO days after the official date ofmjng established by the Commjssjon. the utility shall provide. in 
wrjtjng. an initial customer notice to all customers within the service areas included in the utility reserve fund 

request and to all persons In the same service areas who have filed a written request for service or who have been 
provided a wrjtten estjmate for servjce within the 12 calendar months prior to the month tbe request js filed. If a 
utmty that qualifies for staff assistance under Rule 2S-30.4SSC I). F.A.C .. requests assistance with the utility reserve 
fund process and a customer meeting is scheduled. tbe jnjtjal customer notice may be combined with tbe customer 
meeting notjce and Rmvided jn accordance with subses;tion CSl instead of SO days after the official filing d8te 
established by the Commjssjon. 

(b) The initial customer notice must be approved by Commission staff prior to distribution and shall include the 
following: 

I . The date the notjce js to be issued: 
2. A statement tbat tbe utility has filed a utility reserve fund request with the Commission and a statement of the 

general reasons for the request: . 
3. A statement of the locatjonCsl where a cooy of the petition and MFRs are available for pyblic iMpection and 

the hours and days when inspection may be made. or instructions on bow to obtain a copy If the utility has made 
alternate public access arrangements !IS referenced in subsection (Jl above: 

4. A comparison of current utility reserve fund surc:barae. if applicable. and the progosed new utility reserve 
fund surcharge: 

S. The utility's address. telephone number. and business hours: 
6. A statement tbat Wfinen commencs resarding utility seryjce or the proposed utility reserve fund rates and 

chows should be addressed to the Office of Commission Cledt. 2S40 Shumard Oak Boulevard. Tallahassee. Florida 
32399-0ISO. and tbat such comments should jdentjtv tbe docket number assimed to tbe proceeding: 

7. A statement that complaints regarding service may be made to tbe Commjssjon's Office of Consumer 
Assistance and Outreach at tbe following toll-free number: lCIOOl 342-3SS2: and 

I. The docket number assjgned by the Commission's Office of Commission Clerk. 
c,l The jnjtja! customer notice shall be mailed to the out-of-town address of all customers who baye provided 

the utility with an out-of-town address. 
CSl No less than 14 days and no more tban 30 days prior to Jbe clate of a customer meeting conducted by tbe 

Commission staft the utility shall J)!'Ovide written notice of the date. tjme. location. and purpose of tbe customer 
meeting to all customers within the service areas designated by the Commission stan: The notice must be ARProvcd 
by Commission staff prior to distribution. The notice shall be mailed to tbe out-of-town address of all customers 
wbo have provided the uti!ity with an out-of-town address. 

C6l If a proposed aaency action oaier issued in thecae js protested and anY hearings are sub5equently held tbe 
utility shall sive notice no less than 14 davs and no more than 30 days odor to tbe date of each hearing held in or 
near a utility service area included in tbe utility reserve fund request. No less than 14 days and no more than 30 
days prior to the hearins. the utility shall have published In A newspaper of general c!rcylat!on In the area jn whjcb 
sycb hearing js to be held a display adyenisement stating the date. time. location. and py!J)OSe of the hearing. These 
notices must be aporoyed by Commjssion staff prior to publication. 

(7l After the Commission jssyes an order granting or denying a utilitv reserve fund reaucsL the utility shall 
notify its customers of the order and any revised mtes. The customer notification must first be approved by 
Commjssjon staff and shall be distributed no later than with the f!I'St bill containing anY revised rates. 
Bul,mgktng Authority 350,11701. 367.08/0J(cl. 367.121 FS. Lgw lmp/cmcawi 367.08/aJfcJ. 367.091. FS. History--New 
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State of Florida 

DATE: 

TO: 

FROM: 

february 22, 2017 

Juhlir$mrtt.e cttnttnttisshnt 
CAPITAL C IRCLE OFFICE C ENTER • 2540 SHUMARD O AK BOULEVARD 

T ALLAIIASSEE, FLORrDA 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 {)fJf:_ 
RE: Statement of Estimated Regulatory Costs (SERC) for Proposed New Rules 25-

30.444 and 25-30.4445, Florida Administrative Code (F.A.C.). 

During the 2016 session, the Florida Legislature enacted House Bi ll 491 which was incorporated 
into Chapter 2016-226, Laws of Florida. Among other things, the legislation created new 
paragraph 367.081(2)(c), Florida Statutes (F.S.). These laws became effective on July I, 20 16. 
To implement the new laws, staff is recommending two new rules: Rule 25-30.444, F.A.C., 
Utility Reserve Fund, and Rule 25-30.4445, F.A.C., Notice of Application for Utility Reserve 
Fund. Staff is recommending these new rules 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 paragraph 367.081 (2)(c), F.S., and not 
due to a Commission-initiated rulemaking effort. Key provisions of the new rules that are 
discussed in the attached SERC are summarized below. 

Staff is recommending Rule 25-30.444, F.A.C., to address the legislative requirement that the 
Commission's rules to implement paragraph 367.08 1(2)(c), F.S., must include: (a) provisions 
related to the expenses for which the fund may be used, (b) segregation of the reserve fund 
accounts, (c) requirements for the utility to maintain a capital improvement plan, and (d) 
requirements for Commission authorization prior to disbursements from the fund.' 
Recommended Rule 25-30.444, F.A.C. , is comprised of six subsections. 

Subsection 25-30.444(1 ), F.A.C., lists the considerations that shall be applied in determining 
whether or not a future infrastructure repair and replacement project is eligible for advance 
funding through a reserve fund. Subsection 25-30.444(2), f.A.C., delineates the information that 
must be provided by utili ties in conjunction with an application to create a reserve fund. 
Subsection 25-30.444(3), F.A.C., establishes the reporting requirements with which utilities must 
comply to keep an accurate and detailed account of all monies received from the reserve fund 
surcharge. Subsection 25-30.444(4), F.A.C., details the information that a utility must provide 
when it seeks a disbursement of reserve fund monies from an escrow account or an authorization 
to use reserve fund monies secured by an irrevocable letter of credit. Subsection 25-30.444(5), 
F.A.C., provides a mechanism for utilities to accommodate: (a) new projects, (b) significant 

1 florida House Bill Analysis and Fiscal Impact Statement, April 15, 20 16; page I 0. 



modifications to existing projects, and (c) changes to reserve fund surcharges, if contingencies 
arise that were not anticipated when the reserve fund was created. Subsection 25-30.444(6), 
F.A.C., specifies the conditions under which the final disposition of a utility reserve fund shall be 
accomplished. 

Staff is recommending Rule 25-30.4445, F.A.C., to specify the noticing requirements for 
requests made by a utility to create a reserve fund that are filed as a stand-alone application (i.e., 
not as part of a rate case proceeding). The requirements contained in recommended Rule 25-
30.4445, F.A.C., are consistent with the requirements of Commission Rule 25-30.446, F.A.C., 
pertaining to applications for limited proceeding rate increases. 

The attached SERC addresses the considerations required pursuant to Section 120.541, F.S. A 
workshop to solicit input on the recommended rules was conducted by Commission staff on 
December 16, 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(1)(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 rules. 

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



FLORIDA PUBLIC SERVICE COMMISSION 
STATEMENT OF ESTIMATED REGULATORY COSTS 

Rules 25-30.444 and 25-30.4445, F.A.C. 

1. Will the proposed rule have an adverse impact on small business? 
[120.541(1)(b), F.S.] (See Section E., below, for definition of small business.) 

Yes 0 No 181 

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? [120.541(1)(b), F.S.] 

Yes 0 No 181 

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? 
[120.541(2)(a)1 , F.S.] 

Economic growth Yes D No 1:83 

Private-sector job creation or employment Yes D No 181 

Private-sector Investment Yes 0 No 181 

(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.] 

Business competitiveness (including the ability of persons doing 
business In the state to compete with persons doina_business in other 
states or domestic markets) Yes U No 181 

Productivity 

Innovation 

Yes 0 No 181 

Yes 0 No 1:81 



(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 D No C8l 

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 B 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 created new paragraph 367.081(2)(c), Florida Statutes (F.S.). 
These laws took effect on July 1, 2016. To implement the new laws, staff is 
recommending two new rules: Rules 25-30.444 and 25-30.4445, Florida 
Administrative Code (F.A.C.). Staff is recommending these new rules so that 
agency 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 urider paragraph 
367.081(2)(c), F.S., and not due to a Commission-Initiated rulemaking effort. 
Staff believes that none of the impact/cost criteria established in paragraph 
120.541(2)(a), F.S., will be exceeded as a result of the recommended rules. 

B. A good faith estimate of: [120.541(2)(b), F.S.] 

(1) The number of Individuals and entities likely to be required to comply with the rule. 

Recommended Rules 25-30.444 and 25-30.4445, F.A.C., would affect 145 investor­
owned water and wastewater utilities that serve approximately 175,000 Florida 
customers. Utilities which come under the jurisdiction of the Commission in the future 
also would be required to comply. It is not anticipated that all utilities under the 
Commission's jurisdiction will establish reserve funds; however, the number of 
prospective reserve funds is difficult to estimate. 

(2) A general description of the types of individuals likely to be affected by the rule. 

The 145 1nvestor-owned water and wastewater utilities are located in 37 counties. 

2 



C. A good faith estimate of: (120.541(2)(c), F.S.] 

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

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

D Minimal. Provide a brief explanation. 

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

The evaluation of utilities' requests to establish reseiVe funds will require 
additional efforts on the part of Commission staff in the Division of Accounting 
and Finance, Division of Economics, Division of Engineering, and the Office of 
General Counsel. The Division of Consumer Assistance and Outreach also 
would be affected if a customer meeting is necessary. The Commission also may 
authorize creation of a utility reseiVe fund upon its own motion. Potential 
increased review costs that would be incurred by the agency are difficult to 
estimate; however, any such costs are expected to be de minimis in comparison 
to the work that is typically performed during a rate proceeding. 

The long-term nature of the utility reseiVe funds potentially may result in 
additional administrative costs associated with staffs monitoring of the reseNe 
fund; these costs are not typically incurred in most rate proceedings. Again, 
however, staff does not expect these costs to be significant in comparison with 
the costs associated with a typical rate proceeding. 

Paragraph 367.081(2)(c), F.S., does not provide for the Commission to assess a 
fee to process a utility's request to establish a reseiVe fund. Therefore, the 
recommended new rules do not include an application fee to help defray costs 
associated with Commission staffs evaluation of the application. 

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

181 None. The rule will only affect the Commission. 

D Minimal. Provide a brief explanation. 

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

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

181 N_one 

D Minimal. Provide a brief explanation. 

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

3 



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.) 

0 None. The rule will only affect the Commission 

0 Minimal. Provide a brief explanation. 

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

Draft Rules 25-30.444 and 25-30.4445, F.A.C., are being recommended to 
implement the new provisions of paragraph 367.081(2)(c), F.S. As noted in 
Section A above, any economic impacts that might be incurred by affected 
entities [e.g., utilities, customers) would be a result of statutory changes 
promulgated under paragraph 367.081(2)(c), F.S., and not due to a Commission­
Initiated rulemaking effort. Key elements of draft Rules 25-30.444 and 25-
30.4445, F.A.C., are discussed below. 

(1) Background 

Prior to the passage of the 20161egislation, utilities could not begin recovering 
costs Incurred for repairing or replacing infrastructure until after the work was 
completed and supporting documentation was provided In association with a rate 
filing, such as a rate case or limited proceeding. This traditional ratemaking 
approach has been problematic for some utilities that have difficulty covering 
project costs due to limited cash reserves, limited availability of owner or Investor 
funding, or difficulty obtaining reasonably priced bank financing. 

Utilities that lack adequate funding will often delay necessary infrastructure repair 
or replacement projects. Deferred maintenance of critical infrastructure 
components can in tum lead to increased service interruptions, increased safety 
issues, and a general decline in quality of service. A lack of adequate funding 
may also diminish a utility's ability to obtain competitive bids and hire contractors 
to work on the needed projects due to concerns over the utility's ability to make 
full payment when the work is completed. Replacement of a utility's infrastructure 
system, or even portions of a system, can be quite expensive and result in 
significant rate increases to customers. Deferred maintenance, high cost 
financing, and the inability to obtain competitive bids all serve to increase the 
overall project costs and contribute to even higher rate Increases. 

Pursuant to paragraph 367.081(2)(c), F.S., utilities now have the option of 
requesting Commission approval to create a utility reserve fund to begin 
accumulating funds in advance to pay for specific, planned future repairs or 
replacements of existina infrastructure that Is nearina the end of its useful life or 
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is detrimental to water quality or reliability of service. A reserve fund may also be 
created by the Commission on its own motion. A utility's reserve fund will be 
funded by a portion of the water and/or wastewater service charges billed to the 
utility's customers. To ensure that the funds will be available for the specified 
projects when needed, and also to protect the customers who are paying the 
funds in advance of when those funds will be used, the utility reserve fund will be 
secured through an escrow account or a letter of credit obtained by the utility. 

(2) Potential Benefits to Affected Entities 

The new reserve fund option is expected to help utilities maintain or improve the 
quality and reliability of service to customers by helping utilities address 
upcoming necessary repairs or replacements more quickly and efficiently. This is 
particularly beneficial to utilities that have limited cash resources or difficulty 
obtaining outside financing. Depending on the extent of the repairs or 
replacements, some utilities may be able to cover the full cost of some projects 
with monies from the reserve fund and partially offset the cost of some other 
projects, thereby reducing the amount of outside financing or owner investment 
that is needed to complete the projects. The availability of the reserve fund also 
may improve utilities' ability to obtain outside financing and possibly even lower 
cost financing. These factors may help to reduce the overall cost of the projects, 
thus reducing the impact of the associated rate increase to utility customers. 

Utility ratepayers potentially may benefrt from the new statutes and 
recommended rules from the consistent maintenance or possible improvement in 
the utility's quality and reliability of service. This is anticipated to result from 
utilities' improved ability to address necessary infrastructure repair or 
replacement projects in a more timely and efficient manner through the use of a 
utility reserve fund. Ratepayers also potentially may benefit from the suggested 
language included in subparagraph 25-30.444 (1)(c)6.,F.A.C., which states that 
the Commission shall consider whether the utility reserve fund surcharge will 
exceed the utility's annual revenues for the most recent 12-month period or test 
year by more than 30 percent. This recommended provision potentially might 
help to mitigate rate increases to customers in comparison to larger increases 
through traditional rate case proceedings resulting from deferred maintenance by 
utilities. 

The recommended rules potentially may benefit contractors that are hired by 
utilities to perform repair and replacement work. Having reserve funds available 
potentially may create additional work opportunities for contractors resulting from 
utilities' proactive planning for future repairs; contractors also may benefit from 
receiving more timely payments for work performed. 

State and local government entities that have environmental regulatory authority 
over water and/or wastewater utilities potentially may benefit from a reduction in 
regulatory work related to enforcement actions that become necessary when 
poorly maintained utilities fall out of compliance with government regulations. 
Local governments that may become court-appointed receivers and owners of 
abandoned utilities may benefit from a possible reduction in: (a) the number of 
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utilities abandoned due to financial and environmental compliance issues, and 
(b) the enforcement work associated with receivership or ownership of those 
utilities. 

(3) Potential Additional Transactional Costs to Affected Entities 

(a) General Discussion 

Taking advantage of the new recommended rules is optional to utilities except in 
cases where the Commission acts on its own motion to require the creation of a 
utility reserve fund (possibly during the context of a traditional rate proceeding). 
Staff does not anticipate that all145 regulated utilities will want or need to create 
a utility reserve fund. For utilities that do ultimately create a reserve fund, 
additional transactional costs potentially may be incurred; these costs are 
discussed below. 

A utility that does not already have a capital improvement plan may incur 
additional costs associated with hiring an outside engineering consultant to help 
detennine the utility's necessary future repair or replacement projects and 
develop a capital improvement plan. Also, a utility may incur additional 
transactional costs associated with the maintenance of the utility reserve fund 
after it is approved, such as costs associated with establishing an escrow 
account, filing reports on the status of the escrow account, and filing the 
necessary documentation to request disbursements from the escrow account to 
pay for completed projects. Utilities that qualify to secure the utility reserve fund 
through a letter of credit are expected to incur some additional transactional 
costs associated with segregation of the reserve fund surcharges from revenues 
received, filing regular reports, and obtaining approval to use the collected funds 
for completed projects. 

Staff does not anticipate that additional transactional costs, If any, would be 
significant in comparison to the costs that would otherwise be incurred if the 
utility requested approval of those same projects under the traditional approach 
in a rate case proceeding. Further, it is possible that additional transactional · 
costs may be offset by cost savings resulting from a decrease In the amount or 
cost of outside financing obtained to pay for the projects, or a reduction in project 
costs resulting from the utility's ability to address certain repair and replacement 
projects before the need becomes critical and possibly more expensive. 
Additional benefits that potentially could offset additional transactional costs are 
discussed in Section 0(2) above. 

Ratepayers are not expected to incur additional costs as a result of the 
recommended new rules other than a possible increase in rates that would have 
otherwise occurred as part of a regular rate proceeding. As discussed in Section 
0(2) above, use of a reserve fund potentially could mitigate rate increases to 
customers in comparison to larger rate increases resulting from traditional rate 
case proceedings. 
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(b) Specific Comments by Affected Entities 

During the course of this rulemaking initiative, affected entities expressed 
comments regarding potential additional transactional costs which generally can 
be categorized into three major subject areas. These items are discussed below. 

1. As discussed in paragraph D(3)(a) above, utilities potentially may incur 
additional transactional costs associated with the compilation of the capital 
improvement plans required pursuant to paragraph 367.081(2)(c), F.S. 
Recommended Rule 25-30.444(2)(e), F.A.C., contains staffs suggested listing of 
the basic capital improvement plan infonnation needed to determine whether a 
project is appropriate to be covered by a reserve fund and to calculate the proper 
surcharge billed to customers. Affected entities expressed differing opinions 
regarding whether or not capital improvement plans also should include 
Information pertaining to projects in addition to those directly associated with the 
specific request to establish or modify the reserve fund. 

In response to suggestions by several participants at a rule development 
workshop conducted by staff on December 16, 2016, staff amended the draft 
language of Rule 25-30.444(2)(e), F.A.C., to provide additional clarification 
regarding the appropriate content of capital improvement plans. Staff believes 
that the recommended rule language provides a reasonable balance that 
encourages utilities to plan for future infrastructure repairs or replacements 
without creating an overly burdensome process where utilities would have to 
provide information that is not essential for staff to evaluate utilities' applications. 
Draft Rule 25-30.444(2)(m), F.A.C., also would allow utilities to submit an Asset 
Management Plan prepared by the Florida Rural Water Association in lieu of a 
capital improvement plan. 

2. As discussed in paragraph D(3)(a) above, utilities potentially may incur 
additional transactional costs associated with the maintenance of the utility 
reserve fund after it is established. Among other things, paragraph 367.081(2)(c), 
F.S., requires the Commission's rules to address the implementation, 
management and use of the fund, and the segregation of reserve account funds. 
Recommended Rule 25-30.444(3), F.A.C., sets forth the reporting requirements 
that utilities with reserve funds must follow. Affected entities opined that the 
proposed frequency of reporting was excessive, particularly for longer term 
projec~s for which less frequent reporting, at least initially, may be sufficient. 

In response to suggestions by several participants at the December 2016 rule 
development workshop, staff amended the draft language of Rule 25-
30.444(3)(b), F.A.C., to require semi-annual rather than quarterly project status 
reporting. The recommended rule language is intended to establish reasonable 
checks and balances and an appropriate means of accounting for the monies 
received from the reserve fund surcharges. Staff believes that the reporting 
requirements included in the recommended rules are necessary because utility 
customers would be paying for planned repair and replacement projects in 
advance, before the infrastructure has been determined to be "used and useful." 
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3. Staff is recommending new Rule 25-30.4445, F.A.C., pertaining to noticing 
requirements for utilities that file a request for a reserve fund as a stand-alone 
application rather than as part of a rate case or a limited proceeding. Affected 
entities expressed concerns with the potential noticing costs that would be 
associated with recommended Rule 25-30.4445, F.A.C. Possible alternative 
suggestions included: (a) making the process simpler similar to that used for 
indexes and pass-throughs, and (b) placing the responsibility for doing the 
noticing on Commission staff rather than the utility. 

Staff modeled the noticing requirements in recommended Rule 25-30.4445, 
F.A.C., after the noticing requirements in Rule 25-30.446, F.A.C., pertaining to 
applications for limited proceeding rate increases. Noticing requirements for 
limited proceedings are less detailed than noticing requirements required for 
general rate case proceedings filed pursuant to Rule 25-22.0407, F.A.C. Staff 
believes that the proposed noticing requirements in the new rules are reasonable 
and necessary because unlike simple indexes and pass-throughs for which the 
resultant rate increases to customers typically are small, rate increases 
associated with reserve funds are likely to be larger (although less than those 
typical of general rate case proceedings) and customers should be notified. Staff 
also notes that the infrastructure repairs and replacements for which reserve fund 
surcharges would be collected may be related to addressing water quality issues; 
therefore, customers should receive notice of the potential reserve fund 
surcharge to provide customers with an opportunity to express complaints, if any, 
regarding utility water quality. 

In response to suggestions by several participants at the December 2016 rule 
development workshop, staff made several modifications to the draft language of 
Rule 25-30.4445, F.A.C. Staff attempted to address the concerns associated with 
potential noticing costs while maintaining assurance that customers would 
receive adequate notification of utilities' reserve fund applications. Staff deleted 
language which would have required utilities that file petitions for the creation of a 
reserve fund to publish a notice of application in a newspaper of general 
circulation in the service areas included in the utility reserve fund petition. Staff 
also added language to allow additional options for utilities to provide public 
access to reserve fund petitions and their associated MFRs (minimum filing 
requirements). 

Staff has further endeavored to mitigate the cost impacts of noticing for smaller 
utilities. Recommended Rule 25-30.4445(4)(a), F.A.C., provides that if a utility 
that qualifies for staff assistance as provided by Rule 25-30.455(1), F.A.C., 
requests assistance with the utility reserve fund process and a customer meeting 
will be held for this proceeding, the initial customer notice may be deferred and 
combined with the required customer meeting notice. Staff also works with 
utilities that qualify for assistance to develop the wording of customer notices. 
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Staff recommends that utilities rather than Commission staff be responsible for 
conducting the noticing required for the establishment of a reserve fund. This is 
consistent with Commission noticing requirements for other rate-related 
proceedings. Staff also notes that utilities are more familiar with their service 
area(s} and have a better idea than staff regarding whom to notice. 

E. An analysis of the impact on small businesses, and small counties and small cities: 
f120.541(2)(e}, F.S.] 

(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. 

1:81 No adverse impact on small business. [See clarification below.] 

0 Minimal. Provide a brief explanation. 

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

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 realize benefits and/or Incur additional 
transactional costs as discussed in Section D, above. 

As discussed in Section 0(3) above, staff does not anticipate that additional 
transactional costs, if any, would be significant in comparison to the costs that 
would otherwise be incurred if the utility requested approval of those same 
projects under the traditional approach, such as requesting approval of pro forma 
projects in a rate proceeding. Further, it is possible that additional transactional 
costs may be offset by cost savings resulting from a decrease in the amount or 
cost of outside financing obtained to pay for the projects, or a reduction in project 
costs resulting from the utility's ability to address certain repair and replacement 
projects before the need becomes critical and possibly more expensive. 
Additional benefrts that potentially could offset additional transactional costs are 
discussed in Section 0(2} above. 
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{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. 

181 No impact on small cities or small counties 

D Minimal. Provide a brief explanation. 

D 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.] 

D None. 

Additional Information: 
A workshop to solicit input on the recommended rules was conducted by 
Commission staff on December 16, 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. 

During the December 2016 workshop, affected entities initiated several topics of 
discussion that were conceptual in nature and pertained to the purpose and 
operation of prospective utility reserve funds. These discussion topics generally 
can be categorized into three major subject areas and are discussed below. 

{1) "Emergency" Reserve Funds 

Several stakeholders suggested that prospective utility reserve funds should be 
structured so as to be flexible enough to accommodate emergency projects that 
are not included in a utility's required capital improvement plan when unforeseen 
circumstances arise and funds are needed to pay for emergency work. The 
stakeholders represented that the emergency fund concept was discussed during 
the state Water Study Committee meetings during 2012. The findings ultimately 
voted on by the Water Study Committee formed the basis for the 2016 statutory 
language contained in paragraph 367.081(2)(c), F.S. 

Other stakeholders opined that the language in paragraph 367.081(2)(c), F.S., 
enacted during the 2016 legislative session did not provide for the establishment 
of an emergency fund from which disbursements could be made for sudden 
unexpected projects. These stakeholders represented that while the emergency 
fund topic was discussed by the Water Study Committee, the final proposal voted 
out of the Committee did not s eclficall reference emer en funds. Staff 
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believes that because paragraph 367.081 (2)(c), F.S., is silent regarding the 
concept of emergency funds, prospective utility reserve funds should not serve 
as a savings account or rainy day fund for unplanned repairs in general. 

However, in response to suggestions by several participants at the December 
2016 rule development workshop, staff made several modifications to the draft 
language of subsection 25-30.444(4), F.A.C., that would allow reserve fund 
disbursements for certain emergency repairs under specific circumstances. Staff 
added recommended paragraph 25-30.444(4)(1), F.A.C., to assist utilities with 
making an emergency repair or replacement that is critical to the operation of the 
utility facilities, and which resulted from events that were outside the utility's 
control, such as weather-related damage, accidents, or defective parts. Other 
than in the foregoing specific circumstances, staff believes that utility reserve 
funds should not function as general savings accounts for all unplanned repairs 
that are not included in a utility's capital improvement plan. 

Staff also notes that recommended subsection 25-30.444(5), F.A.C., affords 
utilities the opportunity to modify utility reserve funds if the need should arise. 
The draft language in subsection (5) of the recommended rule provides the 
flexibility for a utility to modify its reserve fund at any time following creation of 
the fund or in the utility's next rate proceeding, either to accommodate significant 
modifications to a previously approved project or to undertake a different project 
that was not anticipated when the utility reserve fund was created. The utility has 
the option of requesting Commission approval for a change to its reserve fund 
surcharge or only the Commission's acknowledgment of the project modifications 
without a change to the surcharge. 

(2) Matching of the Timing of Fund Collections and Disbursements 

Rule workshop participants discussed the possibility of having flexible surcharge 
collection rates and flexible reserve fund disbursement provisions to allow for the 
matching of fund inflows and outfloWs when money is needed to pay for 
construction draws for work in progress. Staff confirmed that draft paragraphs 25-
30.444(4)(a) and (c), F.A.C., were intended to address periodic construction 
draws; thus, staff added clarifying language to the draft rules. 

(3) Funds of Utilities that are Transferred to Governmental Entities 

Several stakeholders suggested that draft subsection 25-30.444(6), F.A.C., 
should contain special provisions to address the potential disposition of reserve 
fund monies when a utility Is transferred to a governmental entity. One 
stakeholder suggested that the reserve funds remain with the customers and 
should be treated similarly to any customer deposits the utility has on hand at the 
time of the transfer (i.e. , refunded to the customers). Staff and other workshop 
participants observed that the transfer of a utility to a governmental entity occurs 
as a matter of right pursuant to paragraph 367.071(4)(a), F.S. Therefore, staff 
believes that the Commission's statutory authority is limited In this regard and the 
Commission does not have the authority to determine how the governmental 
entity potentially would administer the reserve fund. 
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G. A description of any regulatory alternatives submitted and a statement adopting the 
alternatlve or a statement of the reasons for rejecting the alternative in favor of the 
proposed rule. [120.541(2)(g), F.S.] 

181 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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