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Dear Ms. Jackson:

This letter is in response to your March 22, 2017, letter, in which you provided comments
to Rule 25-30.444, F.A.C. Your comments are reflected in bold type. Our response is below each
comment. :

25-30-444(1): Section 367.081(2)(c), Florida Statutes, permits the Commission to
authorize a utility reserve fund for infrastructure repair and replacement for a
utility for “existing distribution and collection infrastructure that is nearing the end
of its useful life or is detrimental to water quality or reliability of service....” The
same paragraph directs the Commission to adopt rules to govern the
“implementation, management, and use of the fund, including, but not limited to,
rules related to expense for which the fund may be used....” Therefore, it appears
that implementation is required for specific eligible expenses, but the eligible
expenses must constitute “existing distribution and collection infrastructure that is
nearing the end its useful life or detrimental to water quality or reliability of
service,” pursuant to the statute.

Subsection (1) purports to set forth eligible projects for the creation of a utility
reserve fund, but refers only to a “future infrastructure repairs or replacement.” It
appears that the quoted language may exceed the statutory requirement that the
project be “for existing distribution and collection infrastructure that is nearing the
end of its useful life or is detrimental to water quality or reliability of service,” as
stated in section 367.081(2)(c). See § 120.52(8)(c), Fla. Statute (2016). Please review
and advise.

You stated that Subsection (1) “refers only to a future infrastructure repairs or
replacement.” Subsection (1) is a lead-in or introductory paragraph which precedes the list of
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eligible projects that a utility may submit for consideration for a utility reserve fund. The word
“future” is simply used as a timing reference to represent that a utility reserve fund will be
established in the present time to collect funds in advance for projects that will be completed at
some point in the future. It is not intended to suggest that the utility reserve fund would apply to
future “new” construction. Per your suggestion, we have added the phrase “existing distribution
and collection infrastructure that is nearing the end of its useful life or is detrimental to water
quality or reliability of service” to clarify the language in the introductory paragraph.

25-30-444(f): Please see the comments above regarding section 367.081(2)(c), as they
related to the authorization granted in this paragraph. The paragraph permits the
disbursement of utility reserve funds for an “emergency repair or replacement that
is critical to the operation of the utility facilities,” which appears to expand the
statutory requirement that the project be for “existing distribution and collection
infrastructure that is nearing the end of its useful life or is detrimental to water
quality or reliability of service.” Please review and advise.

With regard to Subsection 25-30.444(4)(f), you suggest that the rule’s provision for
distribution for “emergency repair or replacement that is critical to the operation of the utility
facilities” expands the statutory requirement that the project be for “existing distribution and
collection infrastructure that is nearing the end of its useful life or is detrimental to water quality
or reliability of service.” Per your suggestion, we have added the phrase “existing distribution
and collection infrastructure that is nearing the end of its useful or is detrimental to water quality
or reliability of service” to clarify the language in the paragraph.

The changes are highlighted on the attached rule. We will recommend these changes to
the Commission at its next public meeting on May 4, 2017. Once the Commission votes on the
rule, the Commission will publish a Notice of Change in the Florida Administrative Register.
Please do not hesitate to contact me further if you have any questions.

Sincerely, )
(Lot & Honpen

Adria E. Harper
Senior Attorney

Enclosures
cc: Office of Commission Clerk



25-30.444 Utility Reserve Fund

(1) PROJECT ELIGIBILITY. The following considerations shall be applied in determining whether a future

infrastructure repair or replacement project of existing distribution and collection infrastructure that is nearing the

end of its useful life or is detrimental to water quality or reliability ¢“ -~ ' _is eligible for advance funding through

a utility reserve fund and whether a utility reserve fund is the most appropriate methodology to address the requested

project.

(a) The following projects shall be eligible for a utility reserve fund:

1. Projects to repair or replace existing utility infrastructure that is 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 of Accounts (NARUC USOA) water utility plant account numbers 304, 305, 306,

307,308.309,310,311,320,330,331, 333, 334, 335, 336, and 339, and wastewater utility plant account numbers

354,355, 360, 361, 362, 363, 364, 365, 366, 367, 370,371, 374, 375, 380, 381, 382, and 389;

2. Future expenditures related to land or land rights recorded in NARUC USQA water utility plant account

number 303 or wastewater utility plant account number 353 if the expenditure is necessary to the successful

completion of an eligible repair or replacement project;

3. Upgrades or enhancements of existing facilities if it can be demonstrated that the upgrade or enhancement is

necessary to comply with federal, state, or local regulatory requirements, or provides a more cost-effective or more

reliable alternative than an identical replacement, and that the upgrade or enhancement is not designed solely to

address future customer growth;

4. Repair projects that may be expensed rather than capitalized, as prescribed by Rule 25-30.140(1)(g)(3),

F.A.C., if it can be demonstrated that the repair expense is not already reflected in the utility’s current rates as an

annual or amortized annual expense, or that the annual repair and maintenance expense allowance reflected in the

utility’s current rates is insufficient to cover the projected costs of the proposed repair project; or

5. If a project includes both the repair or replacement of existing infrastructure and the expansion or

improvement of facilities to meet future customer growth, the portion of the project that is related to the repair and

replacement of existing infrastructure is eligible if those costs can be identified and segregated from the portion of

the project related to the expansion or improvements designed to meet future customer growth.

(b) The following projects shall not be eligible for a utility reserve fund:

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



1. Projects to repair or replace general plant that is not directly associated with the physical operation of the

utility’s water or wastewater systems that are recorded in NARUC USOA water utility plant account numbers 340,

341,342, 343,344, 345, 346, 347, and 348, and wastewater utility plant account numbers 390, 391, 392, 393, 394,

395, 396, 397, and 398;

2. Expenditures related to NARUC USQA water utility plant accounts 301 and 302, and wastewater utility plant

accounts 351 and 352, which cover organization and franchise related expenditures;

3. Expenditures related to land or land rights recorded in NARUC USOA water utility plant account number

303 or wastewater utility plant account number 353 if the ex™ "~ "™ re 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 evaluating whether the utility’s request to create a utility reserve fund is the most appropriate

methodology to address the utility’s eligible future infrastructure repair and replacement projects, the following

additional factors will be considered:

1. Whether the anticipated completion date of the project allows sufficient time to accumulate the funds

necessary to fund the project;

2. Whether the anticipated completion date is within 24 months of the end of the historic test yvear used in a

jointly filed rate application, if applicable, thereby making the project eligible for consideration as a pro forma
project in the rate proceeding pursuant to Section 367.081(2)(a)2., F.S.;

3. Whether the contributions-in-aid-of-construction that will result from the utility reserve fund will cause the

utility to exceed the service availability policy guidelines provided in Rule 25-30.580, F.A.C.;

4. Whether any of the eligible projects included in the utility reserve fund will result in 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 rate case, if the request is filed as a stand-

alone application or in conjunction with a limited proceeding; or

6. Whether the total increase resulting from implementation of 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.

() UTILITY RESERVE FUND FILING REQUIREMENTS. Each applicant that requests approval to create a




utility reserve fund shall provide the following information to the Commission. The request may be filed as a stand-

alone application or in conjunction with an application for rate increase filed pursuant to Sections 367.081(2)(a),

367.0814, or 367.0822. F.S. If the request is filed in conjunction with an application for rate increase that also

requires the applicant’s general information, paragraphs (2)(a), (b), and (¢) may be omitted from the utility reserve

“-~4 portion of the joint application. A utility that qualifies for staff assistance as provided 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, address, telephone number, and, if available,

email address and fax number.

(b) The name(s). address(es), and telephone number(s) of the person(s) that should be contacted regarding this

application.

(c) The address within the service area where the application is available for customer inspection during the

time the rate application is pending.

(d) A statement of the reason(s) why the utility is requesting approval of a utility reserve fund.

(e) A capital improvement plan that includes: a general description of the age and condition of the utility’s

facilities; a description of all infrastructure repair or replacement projects that the utility anticipates will be

necessary within the next five years, at a minimum, even if some projects will not be included in the utility reserve

fund: and the following information for each infrastructure repair or replacement project that the utility requests be

included in the utility reserve fund:

1. A description of each plant asset that will 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 asset(s) as

reflected in the utility’s depreciation records if the original service date is unknown:

3. A detailed description of the reason(s) each repair or replacement project is necessary to maintain or improve

the quality or reliability of the water or wastewater service, including whether any asset will be replaced prior to the

end of its average service life as provided by Rule 25-30.140, F.A.C.;

4. If the repair or replacement project is required by a governmental or regulatory agency, include a copy of the

rule, regulation, order, or other regulatory directive that requires the repair or replacement;

5. The projected cost to repair or replace each asset, and documentation that supports the utility’s calculation of













(4) DISBURSET “"™T OF FUNDS. A utility requesting disbursement of funds from an escrow account or

authorization to use funds secured by an irrevocable letter of credit shall file the following information and

supporting documentation:

(a) A statement explaining why the disbursement is needed, including a description of the completed proiject, or

if a partial disbursement of funds is necessary prior to completion of the full project, a description of the completed

phase of the project, purchase of materials, payments to contractors or vendors. or construction draws, as applicable;

(b) The date the project or phase of the project was completed and the replacement asset(s) was placed in

service, as applicable;

(¢) Documentation supporting the amount of the requested disbursement. Acceptable forms of documentation

are: invoices, receipts, contractor application and request for payment forms, loan documents, documents showing

proof of payment, and other information that shows detailed and verifiable project costs and payments:

(d) Documentation showing that the completed work was inspected or approved by the governmental or

regulatory authority that required the repair or replacement project, if applicable; and

(e) Other documentation that demonstrates the project was completed, such as photographs of the completed

work, may be submitted but is not required.

(f) A utility may request the disbursement of funds from a utility reserve fund to assist with making an

emergency repair or replacement of existing distribution and collection infrastructure that is nearing the end of its

useful life or is detrimental to water quality or reliability of service that is critical to the operation of the utility

facilities and resulted from events that were out of the utility’s control, such as weather related damage, accidents, or

defective parts. The utility’s request for an emergency disbursement must include the following information;

1. The information required in paragraphs (4)(a) through (e) above:

2. A description of any future funding sources that may be available to assist the utility with the emergency

repair or replacement costs, such as government assistance for weather damage, insurance benefits, or manufacturer

warranties for defective parts;

3. A statement explaining how the utility will reimburse the utility reserve fund for the emergency

disbursement through future funding sources, such as, government assistance, insurance benefits, manufacturer

warranties, bank loans, or utility investment. If no funding sources will be available for reimbursement of the utility

reserve fund, the utility shall either provide a statement describing how the utility reserve fund project(s) or timeline












