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Water Industry:  
Challenges and 
Opportunities

Grace D. Soderberg 
National Association of Water Companies 
(NAWC)  



• Introduction to NAWC 
• Water Industry Fundamentals 



National Association of Water 
Companies (NAWC)

• Trade association representing all aspects of 
the private water service industry

• Nearly 73 million Americans receive water 
service from a privately owned water utility or 
a municipal utility operating under a public-
private partnership

• Private water companies own and operate 
17% of the nation’s community water 
systems.

• Key member services include regulatory, 
governmental and water service solutions



NAWC: History and 
Background
• Founded in 1895 in Pennsylvania 
• Only investor-owned utilities until 2009
• Integrated PPP-company Water 

Partnership Council on June 1, 2009
• Members in every region of U.S. 

including large companies owning or 
operating in hundreds of communities to 
small utilities with a few hundred 
customers



NAWC: Member Concentration 

California 
12%

Northwest 
4%

Midwest 
9%

Southwest 
16%

Mid-Atlantic 
27%

Southeast 
12%

Northeast 
20%
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Water – A Necessity of Life

• Only utility service physically ingested

• Must be “safe” regardless of cost 

• Increasingly stringent quality standards 

• Increasing threats to supply

• Service largely taken for granted

• Expectation of high level of reliability

Key role in society  



Water Compared to Other Utilities
• There is no substitute  

• Critical for fire protection

• Critical for economic stability & growth

• Only utility sector that has not been   
“deregulated”

• Environmental regulation – no Federal   
agency like FERC or FCC 

• High capital needs - low rate of capital     
recovery 

• Least expensive, on average, to consumers

• Fragmented - low economies of scale
7
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A Fragmented Industry

Constraints contributing to inability to achieve                   
maximum efficiencies from economies of scale:

• Quantity
o More than 52,000 community water systems

• Size
o 83% of the water systems serve less than 3,300 people

o Less than 1% of the water systems serve more than                   
100,000 people

Over 80% of market are public entities



Cost Comparison
• Water is most affordable utility expense 

on average
• In 2014, U.S. household on average 

spends $4,980 per year on utility services 
o Electricity - $1,851 
o Telephone and ICT - $1,764
o Natural Gas and Fuel Oil - $688
o Water and Wastewater - $677

• But Water requires significant investment  

9



EPA: $384.2 Billion Needed By 2030

Treatment 
$72.5

Other $4.2

Source 
$20.5

Storage 
$39.5

Transmission 
& 

Distribution 
$247.5

Source: EPA Drinking Water Infrastructure Needs Survey and Assessment, Fifth Report to Congress



Water Industry is the Most 
Capital Intensive Industry

Source: 2009 AUS Utility Reports
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EPA Rules require large 
investment (filtration 
plants, compliance 
measures) 

Substantial investment 
needed for supply and 
distribution system 

More capital per 
revenue than all other 
utilities

Capital Invested per $1 of Revenue



Lowest Depreciation Rates

Replacement cost 
much higher than 
historic cost

Water industry has 
longest capital 
recovery period

Source: 2009 AUS Utility Reports
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• Water Industry Challenges 



Industry Challenges
•

• Aging Infrastructure 

• Growing EPA Mandates

• Tight Credit Markets 

• Scarce Supply 

• Declining Consumption 

• Increasing Expenses 

• Limited Opportunities for Growth  

• Security Concerns 

• Regulatory Lag     



Alternative Regulation Across 
Utilities
• In 2013, NAWC investigated mechanisms 

that allow timely recovery for aging 
assets and rising costs

• First study of its kind; data confirms 
assumptions of regulatory treatment of 
water utilities

• Conclusions
o Significant progress made in recent years (specifically DSICs 

& FTY)
o Water remains well behind regulated energy counterparts:

- “…electric and natural gas delivery industries have in 

place a larger number and a greater variety of alternative 
regulation policies compared to the water industry.”



Alternative Regulation Survey 
Results

Electricity Natural 
Gas Water

Revenue Stabilization: Mechanisms that adjust base 
revenues without addressing costs between rate cases. 

Examples: Conservation adjustments, decoupling, LRAM
27 30 5

Comprehensive Alternative Ratemaking: Mechanisms that 
move beyond the general rate cases of cost of service 
regulation and integrate future costs from investment projects 
and other sources.

Examples: Formula rates, multi-year rate mechanisms

34 18 4

Alternative Ratemaking for Capital Expenditures: 
Mechanisms designed to collect the costs of standard 
investments to maintain the integrity of distribution systems.

Examples: DSIC and CapEx riders

17 22 15



• Water Industry Opportunities 



Recent Developments & 
Shifting Policy Momentum
• Significant policy momentum toward 

alternative regulation in the past three 
years

o States with infrastructure cost recovery 
mechanisms has gone from 9 in 2011 to 15 in 
2014.

• NARUC Resolutions Passed:
o Recognizing role of alternative regulation (2013)
o Recognizing ROE gaps across water industry (2013)
o Identifying best practices in the regulation of small 

water systems (2013)



Infrastructure Investment with 
DSIC

0
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200

Utility 1 Utility 2

• Miles of line replaced per year in Pennsylvania since 
implementation of DSIC in 1997

• Average time between rate cases has increased 66%



Infrastructure Investment with 
DSIC (continued)
• Investment in water infrastructure in Missouri has steadily 

increased since implementation of ISRS (DSIC equivalent)
• Average time between rate cases has doubled

ISRS Legislation Passed



Recent Developments in Best 
Practices

State Best Practice Date Law

PA Future test year; wastewater infrastructure 
mechanism; water and wastewater rate base 
consolidation 

2/14/2012 Act 11

NJ Water infrastructure mechanism 10/23/2012 NJAC 14:9 – 10 

CT Water infrastructure surcharge expansion; 
acquisitions; RAM 

3/7/2013 Public Act # 13 – 78 

OH Water and wastewater infrastructure 
surcharge expansion; future test year

3/27/2013 HB 379

TN Allow alternative regulatory methods 4/19/2013 HB 191

ME Water infrastructure mechanism 6/1/2013 Chapter 675

NC Water and wastewater infrastructure 
mechanism; purchased water pass through

6/6/2013 HB 710

AZ Water infrastructure mechanism 6/27/2013 Decision 73938

NV Water infrastructure surcharge; repression; 
decoupling 

7/1/2013 Bill #436

IN Future test year 7/1/2013 SB 560
21



• Small Systems 



Remaining Challenge: Small 
Systems

• Affects the majority of systems across the 
U.S. 

• Small system rate applications are very 
expensive per customer

• Small system rate applications are 
complicated and time consuming limiting 
timely filings

• Large percentage of CIAC plant reduces rate 
base

• Capital not readily available for emergencies

23



Small Systems: Breaking the 
Cycle of Underinvestment

Discouraged by 
lengthy, resource 

intensive rate 
application 

process

Unsustainable 
revenues

(Inadequate rates     
limited access to 

capital)

Underinvestment 
in system; 

underserved 
customers

Small company
facing revenue 

shortfall
(repairs, 

environmental 
compliance, 

infrastructure)
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July 2013: Resolution Supporting 
Regulatory Best Practices for Small 
Water Systems 

• Identifies 10 core regulatory practices and 3 general 
management practices 

• All mechanisms and policies are in place in at least one 
state

• Primary aim is to alter the ratemaking effort to match the 
scope of the impact

• Mechanisms can lessen the regulatory burden on system 
owners and ultimately help ratepayer

• Examples:
o Simplified rate applications; use of annual report to fulfill majority of 

rate application process
o Electronic filing procedures 
o Simplified rate-of-return mechanisms
o Cost of living adjustments
o Facilitating emergency infrastructure funds
o Limiting use of CIAC

25



Examples of Best Practices in 
Place
• Florida:

o CPI Adjustment
o Staff-Assisted Rate Case Application
o Inter-agency cooperation: DEP-PSC MOU
o Index Pass-Through
o Use of future test year
o Acquisition adjustment rule
o Interim rates
o Option to rely on operating ratio methodology

26



Examples of Best Practices 
(cont.)
• California:

o CPI Adjustment
o Staff-Assisted Rate Application, simplified 

procedures
o Inter-agency cooperation: Capacity 

Development Program for small systems 
through DPH

• Virginia: 
o Direct staff assistance
o With proper public notification and 

documentation, rate increases approved as 
long as %increase < 50% of current revenue

27



Examples of Best Practices 
(cont.)
• Indiana:

o Extensive educational resources for small 
systems

o Small Utility Toolkit
o Excel template for annual revenue increase 

program (16 lines)
• Nevada

o Simplified rate application template in Excel
o Electronic filing
o Automatic adjustments tied to “GDP Deflator”

28



Productive Regulatory 
Environment
• Cooperative regulatory practices

o Cooperation does not displace diligence or rigor

• Measured by its output – less frequent rate 
cases, significant customer participation, 
avoidance of rate shock and regulatory lag

• Customers receive reliable and safe service 
from its utility at the best available price 

• Requires from the utility:

29

Access to 
capital
Efficient 
operation
Creativity

Expertise
Solid 
management



• Looking Forward



The Regulatory 
Compact

• Companies – Deliver safe and reliable service

• Consumer Advocates – Represent interests of 
the public for quality and cost

• Commissions – Balance:
• Appropriate service quality

• Affordability of rates

• Financial health of the utility

A fair return authorized and a fair
“opportunity” to earn it 



Fair Return on Equity and 
Predictable Regulatory Climate 

Essential To:

 Utilities ability to attract capital

 Maintain and replace aging 
infrastructure

 Comply with Water Quality Standards

 Expand water service to those who 
need it



Regulatory Stability
Wall Street perspective:

“…most heavily weighted factor in Standard &
Poor’s Rating Services’ analysis of a regulated
utility’s business risk profile.”

S&P RatingsDirect®, “Assessing U.S. Investor-owned Utility Regulatory Environments”, 

January 7, 2014.



The Future

• Major capital investment is needed and the 
private sector can and should play a role

• Communicating the Value of Water will continue 
to be a challenge

• Regulatory and Structural change can help 
assure quality service at a reasonable price

• Important to keep Wall Street comfortable with 
the “Regulatory Compact”



Thank you
For further information, contact:
Grace Soderberg 
Director of State Regulatory Relations
NAWC
grace@nawc.com
202.466.3331

mailto:grace@nawc.com
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FLORIDA PUBLIC SERVICE COMMISSION

P R O C E E D I N G S 

CHAIRMAN BROWN:  All right.  Hello, everybody.

Welcome again.  And this is the Internal Affairs.  The

time is 11:30, about, on July 7th.  And today -- with us

today we have Grace Soderberg with NAWC.  She's here --

we're very delighted to have you here -- presenting a

brief presentation on the water industry.  And so I'd

like to welcome you to the Florida Commission.  Great to

have you.  Thank our staff for coordinating with you to

get you down here.  It's a pleasure, and looking forward

to your presentation.

MS. SODERBERG:  Thank you, Chair.  

Good morning, everyone, to Chair Brown and the

Commissioners.  And thank you for staff also with the

help in getting here.  Glad to be here.  Thanks for

having me.

So I'll get right into our presentation.  

CHAIRMAN BROWN:  Great. 

MS. SODERBERG:  So the focus of the

presentation is about the water industry and our

challenges and opportunities.  And I'll do a brief

introduction about NAWC, the National Association of

Water Companies, who I represent, as well as briefly on

water industry fundamentals.  But really the meat of the

presentation is that we'll get into the challenges
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FLORIDA PUBLIC SERVICE COMMISSION

facing the water industry as well as opportunities and

the path forward.  

So NAWC represents the private water industry,

and nearly 73 million Americans receive service from a

private water utility or through what we call a PPP,

public-private partnership, with a municipal utility.

And our members own and operate 17 percent of the

nation's community water system.

In terms of our history, we were founded in

1895, and our main core members are investor-owned

utilities.  However, in 2009, we started forming these

PPPs with non-private companies, and so we have members

in all regions of the country, large publicly traded

companies in multi states as well as very small

utilities with only a few hundred customers, and this

map gives us an overview of where we're located around

the country.

And then here are the key elements about

water, how it's a necessity for life and it's the only

that's physically ingested.  So not only are we in the

public utility business but also in the public health

business.  In essence, the key elements from here is

that we play a key role in society in your home, your

businesses, in your schools, in the communities.  And in

terms of water compared to utilities, there is no
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FLORIDA PUBLIC SERVICE COMMISSION

substitute under -- unlike the other utilities like

electric, gas, and telecom.

And then the key point that I'll get into more

detail are the last three about the water industry's

high capital needs and also our low rate of capital

recovery, how we're also the least expensive on average

in terms of utilities to our customers, and then also

the fragmented nature of our industry and what that

means in terms of economies of scale.

So in terms of being a fragmented industry,

when you look at how many there are of us, there's

52,000 community water systems.  Compare that to natural

gas, about 1,200, and electric, 3,000.  And also in

terms of size, 83 percent of water systems serve less

than 3,000 people, and less than 1 percent of the water

systems serve more than 100,000 people.  So what does

that mean?  So this contributes in terms of the

inability to use economies of scale in terms of our

businesses.

In terms of the cost comparison, if you look

at an average household, we have here from 2014 data, is

if they spend close to $5,000 on utility services, you

see how we compare in terms of the other utilities.

We're on average the most affordable utility expense.

At the same time, we require significant investment.  If
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FLORIDA PUBLIC SERVICE COMMISSION

you look at this graph, this came from a 2013 EPA report

to Congress, and this is the summary about what they see

in terms of our infrastructure needs.  So EPA says we

would need about $384.2 billion by 2013, and this is how

it's broken down in terms of investment.  Most of it is

in transmission and distribution and then moving on to

treatment.

CHAIRMAN BROWN:  What's the other?

MS. SODERBERG:  The others, going back to the

slide, the others are storage, source, and then other

types of infrastructure investments.  And also what's

key about this report from Congress is that it just

deals with drinking water utilities.  It doesn't get

into what's needed for waste, wastewater type of

infrastructure investment.

So the water industry is the most capital

intensive.  In this graph, you can see how we compare

again to the other utilities.  So we need more capital

per revenue than all other utilities.

And in terms of depreciation rates, we have

the lowest as compared to other utilities.  So, in

essence, what happens is that we have high capital needs

and then we have a long recovery period.  So that really

affects our cash flow and how we're looked at by Wall

Street and the capital markets.
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FLORIDA PUBLIC SERVICE COMMISSION

So getting into the water industry challenges,

here are the key challenges:  Infrastructure, we need to

replace them; growing EPA mandates; tight credit

markets, when we have to compete out there for capital

with the other industries; scarce supply; declining

consumption; increasing expenses; limited opportunities

for growth; security concerns, cyber, physical and cyber

security is now becoming a larger concern not only for

our industry but the other utility industries as well;

and also working with the regulatory process, so we try

and avoid and mitigate regulatory lag.

So another challenge is that these mechanisms,

we call them alternative regulatory mechanisms, that

helps us get adequate and timely recovery so that we can

replace our infrastructure.

So in 2013, the National Association of Water

Companies, NAWC, hired The Brattle Group to put together

a report.  And I have copies here.  It's available on

our website.  And then what that study summarized was

that while there has been significant progress in terms

of regulatory mechanisms in terms of the water industry

compared to electric and gas industries, we still lag,

we're behind.  And these are the results from the

Brattle report.  

In terms of regulatory mechanisms, the Brattle
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FLORIDA PUBLIC SERVICE COMMISSION

report broke it down into these three main categories.

And if you compare water to electricity and natural gas,

not only do we lag in terms of the numbers, it's also in

the types of mechanisms.  

CHAIRMAN BROWN:  Can I just ask you, Grace --

sorry for interrupting.  

MS. SODERBERG:  That's fine. 

CHAIRMAN BROWN:  But the numbers that you have

-- 5, 4, 15 -- under water category, is that in states?

What does that signify?

MR. BAEZ:  Jurisdictions.

MS. SODERBERG:  Exactly.

MR. BAEZ:  Yeah.  Those are states.

CHAIRMAN BROWN:  Those are states.

MR. BAEZ:  Right.

CHAIRMAN BROWN:  Okay.  Thanks, Braulio.

MS. SODERBERG:  It looks like Braulio has read

our Brattle report in detail.

CHAIRMAN BROWN:  He's helping you out.

MS. SODERBERG:  And then also this was a

snapshot in time in 2013.  But since then there's been

movement, and that's when we get to opportunities.

So since the Brattle report, there has been

movement.  There are many more states that have

implemented these regulatory mechanisms and many more
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FLORIDA PUBLIC SERVICE COMMISSION

types of mechanisms.  And also I wanted to commend

NARUC, the National Association of Water Companies, your

trade association, I know a former president at NARUC,

they've taken the leadership role in this area.  Just

back in 2005, even before the Brattle report, there was

an air of resolution on best practices about these

mechanisms that are being implemented by the members,

and they identified a number of these innovative

policies.  But later on in 2013, they confirmed these

mechanisms, recognizing their value, and there's three

key resolutions.  You know, I have copies as well.  I

know NARUC has them on their website, they're available.

But what's key was that there's a recognition of their

continuing value and confirmation of these practices.

And we can look at these practices in action.

An example is in Pennsylvania with the DSIC.  It's

called -- that's a shorthand.  You hear us talk about it

in the water space, but it's the Distribution System

Investment -- Improvement Charge.  And this graph shows

that from its implementation in 1997, you see the

infrastructure improvements since then, and also the

average time between rate cases has increased

66 percent.

Another example we have is from Missouri -- we

could talk about it more, I mean, but that -- you know,
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FLORIDA PUBLIC SERVICE COMMISSION

I -- before I came to NAWC, I was at a multistate

electric and gas utility.  It was a good thing on our

side to have more time to take a rate case, but it

also -- we also were hearing from state commission staff

as well.  There's regulatory fatigue on their end too

with dealing with, you know, rate cases on top of rate

cases.

And then another example is Missouri.  They

have their DSIC; it's called ISRS.  And since it was

passed, there's been more lines replaced, additional

infrastructure improvements, and also average time

between rate cases has also doubled now.

So there were other improvements, other type

of developments in the other states in terms of best

practices.  But certainly Florida, here, you are a best

practice state.  You lead the way, you're a leader, so

you know more than I do about your best practices.  But

some of them are, you know, staff-assisted rate cases,

single tariff pricing, rate case deadlines and the like.

And so, you know, thank you for your leadership in that

regard.

And I just wanted to close out in terms of

small systems, the unique challenges, and also there are

some unique opportunities for them.  What's key with

small systems is that because they are small and they
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FLORIDA PUBLIC SERVICE COMMISSION

have the small number of customers but they still have

to go through the same process, you know, rate cases,

but divided with the impacts.  As you know, rate cases

are expensive and time-consuming.  The impacts on the

actual customers, because they're a small system, is so

much more expensive.

So what happens?  Here's, like, a cycle of

that underinvestment.  Right?  First, you know, rate

cases are expensive and time-consuming, so they may not

file rate cases.  So what happens?  They have limited

access to capital.  They need capital to invest.  So

they can't invest -- if they have a revenue shortfall,

they can't make repairs and the like.  So it's an

endless cycle for small systems.  It's hard.  And, you

know, we have small systems as part of our membership.

We work with them too in addressing their concerns.

CHAIRMAN BROWN:  Do you provide resources to

these small members?  Is there advantages for a small

utility to join?

MS. SODERBERG:  Yes, yes, there are.  Well, in

terms of our membership, certainly the fees are not the

same for the large companies.  We have a small companies

subcommittee, its own committee that deals with their

unique issues and certainly resources.  We've worked

with NARUC in the past working with resources, also with
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FLORIDA PUBLIC SERVICE COMMISSION

NRRI, your resource organization, and it's just a good

place for us to collaborate with NARUC and the other

entities in terms of helping our small systems.

CHAIRMAN BROWN:  Commissioner Graham is vice

chair of NARUC's water committee, and one of the issues

that we hear a lot, obviously, from these small

companies is access to capital.

MS. SODERBERG:  Yes. 

CHAIRMAN BROWN:  And is their impact -- we

have new legislation that got passed in Florida this

past year by Senator Simpson, which, among other things,

focuses really on the challenges with these small

utilities.  Is there something that NAWC is doing to

address the access to capital for the smaller utilities?

MS. SODERBERG:  Well, part of what we work on

is actually education and working with the other

associations like NARUC and other stakeholders.  And

with that, I wanted to highlight again the NARUC

resolution from 2013 talking about small systems,

because small systems, as you said, need access to

capital the same as the large systems, but they're

competing with these, you know, large companies.  So in

terms of mechanisms, there are specific mechanisms that

are useful for small systems that can help with their

getting adequate rate recovery, and that way Wall Street
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FLORIDA PUBLIC SERVICE COMMISSION

capital markets looks at that and that helps them get

access to capital.  So this NARUC resolution gets into

some of the key practices.

And, again, I'm in a state -- it's a best

practice state for a state with small systems.  You took

the lead in terms of best practices, and here are some

of them that we noted here.  And also some other states

are best practice states for small systems.  We have

California, Virginia is an example, Indiana, Nevada is

an example as well.

So in the end, when there are best practices

and small systems, regulatory rigor isn't sacrificed.

It's still there, it's just that the process changes.

Whether it's a staff-assisted process or, you know,

other electronic means or other -- it's more of the

process, but the actual substance remains the same.  So

it does help the parties in the end.

So looking forward, so where are we?  So

underlying all this is the regulatory compact.  It still

holds.  It has application certainly going forward.  And

the key takeaway here, you know, I know there's a lot of

points on this slide, is that utilities -- all

utilities, even small systems certainly, should be able

to rely on consistent, effective ratemaking to achieve

adequate capital, and that capital, as you know, as I
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mentioned, that's how they get the money to invest in

infrastructure.  And consumers are protected by

regulators who ensure utilities provide essential

service at just, fair, and reasonable rates.

And at the end, that fair return which we are

allowed to have and authorized to earn, that makes this

an attractive case for capital markets as per your

question that you had asked.  Wall Street and the

capital markets look at that in terms of when utilities

borrow, and at the end we need that.  We need to attract

capital so we can make these infrastructure

improvements.

CHAIRMAN BROWN:  Grace, not to -- I know

you're wrapping it up, but a question about the other

states, some of the best practices.  That legislation

that passed in Florida I just mentioned also includes a

provision for a reserve fund really to address aging

infrastructure on these small companies that have not

planned adequately, haven't come, like you said before,

haven't come in for a rate case and something breaks.

And so there is now legislation and we're going to

rulemaking on that very soon.  Have you seen anything

like that in other states?

MS. SODERBERG:  Something -- it sounds very

familiar.  I feel like I've seen that in other states.
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And what I could do is get the information and get it

over, I guess, maybe to Braulio.

CHAIRMAN BROWN:  Yeah.

MS. SODERBERG:  So a reserve fund.

CHAIRMAN BROWN:  That would be great.  Thank

you.

MS. SODERBERG:  Wonderful.  Are there any

other questions before wrapping up?

CHAIRMAN BROWN:  Commissioner Brisé has one.

COMMISSIONER BRISÉ:  I want to follow up on a

question that Commissioner -- or Chairman Brown asked in

terms of the benefits to the smaller companies in

particular.  So we recognize that many of the small

companies do not have the technological resources to run

the entity the way they would like to run it because of

the capital that it takes to do that.  What is NAWC

doing to help in those circumstances?  I mean, I used to

be in telecom, and for smaller companies, part of the

large association that we were part of provided, as part

of our membership, ability to buy certain things at

discounted rates as a result of a benefit of membership.

It also allowed us to trade on the market of minutes

internationally versus going out and setting contracts

with all of these individual carriers.  So are there

things like that that NAWC is doing to help out the
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smaller carriers -- I mean, the smaller providers of the

service?

MS. SODERBERG:  Okay.  Thank you,

Commissioner, for that question.  Actually in terms of

areas like that, like a trading platform or technology

or certain elements that they can buy a discount, we

actually don't provide that service for our small

systems.  NAWC is a very small trade association.

COMMISSIONER BRISÉ:  Sure.  

MS. SODERBERG:  Our focus is more policy and

also getting our members together.  How we help them

more is information exchange, getting them together,

listening to them also, what their needs are, so we

could take it back and maybe work on something like the

Brattle report and also -- we also work with our other

partners like NARUC and educating NARUC and other

entities.

COMMISSIONER BRISÉ:  Sure.

MS. SODERBERG:  So, I mean, but those are

great points.  We just don't have the resources to get

into that area.

COMMISSIONER BRISÉ:  Thank you.

CHAIRMAN BROWN:  Just another question

similarly on what NAWC is doing.  Benchmarking is always

an issue in state commissions, and to see what is going
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on, whether it's rate case expense or O&M benchmarking,

does NAWC do any type of report on benchmarking or is

there -- I know the AWWA produces a lot of reports, but

does NAWC do anything like that?

MS. SODERBERG:  We don't.  We focus more on

information gathering and kind of, like I said, getting

our members together and talking about their issues and

helping them find solutions.  But we -- again, it's part

of us being really small, so it's more getting our

members together and exchange of issues.

CHAIRMAN BROWN:  Thank you.

Commissioners, any other questions of Grace?

COMMISSIONER PATRONIS:  No.  This is great.

CHAIRMAN BROWN:  Commissioner Edgar.

COMMISSIONER EDGAR:  Thank you.  

Grace, how many employees does NAWC have at

your facility?  

MS. SODERBERG:  Okay.  Yes, yes. 

COMMISSIONER EDGAR:  It's such a small -- just

a quantitative kind of --

MS. SODERBERG:  Yeah.  We have seven.  We have

--

COMMISSIONER BRISÉ:  Wow.

COMMISSIONER EDGAR:  Based in D.C.?

MS. SODERBERG:  Based in D.C.  And we're only
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in D.C., unlike -- I know NARUC, when I was there, was

20 to 25, expanded to over -- international departments.  

COMMISSIONER EDGAR:  It's more than that now. 

MS. SODERBERG:  Yeah.  So we have an executive

director; his assistant; me, which gets into regulatory;

and then government affairs; chief financial officer;

IT; and then a staff assistant.  So that's really it.

We have seven.

COMMISSIONER EDGAR:  Y'all do great, great

work.

MS. SODERBERG:  Yes.  Thank you.

COMMISSIONER EDGAR:  Absolutely.  And then I

had been going to ask, but you were moving very fast,

which was great, but the numbers that you gave us which

are on page 8 of what I have, are those national numbers

as far as the number of water systems and the average

size and that type of thing across the country?

MS. SODERBERG:  Correct.  Yes.  Yes, ma'am,

those are our national numbers.

COMMISSIONER EDGAR:  Wow.  Thank you.

CHAIRMAN BROWN:  Thank you.  Thank you so much

for your presentation.  And let's -- I appreciate our

staff and let's keep the dialogue going.  And please

feel free to reach out to us.  If you need information,

numbers, facts, we'd be happy to provide that to you.
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MS. SODERBERG:  We appreciate that.  Thank you

for the opportunity and thank you for the dialogue.

Thank you.

CHAIRMAN BROWN:  Thank you.  Thank you for

coming down here.  Thank you.  We appreciate it.

MS. SODERBERG:  Thank you.

CHAIRMAN BROWN:  It's very hot here.  It's

going to reach 100 in your car.

MS. SODERBERG:  Wow.  It's hot and humid in

D.C., but not as hot as this, though.

CHAIRMAN BROWN:  That's true.  Thanks again.

Travel safely.

MS. SODERBERG:  Thank you.

CHAIRMAN BROWN:  All right.  Okay.  Moving to

the overview of the FCC Lifeline reform and

modernization with our telecom staff, who's worked so

diligently on this.

MR. FOGLEMAN:  Good afternoon, Commissioners.

Greg Fogleman for Commission staff.  

The FCC has made significant reforms to the

Lifeline program as we know it today, and has made clear

that it intends to refocus the program to support

broadband services.  To that end, the FCC order outlines

the transition by -- support will be phased out for

voice-only services.  The FCC will evaluate the final
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phase out for voice-only services in five years.  During

this transition, states will continue to be able to

designate ETCs for high-cost and low-income programs or

for voice Lifeline-only ETCs.  The FCC preempts states,

however, from designating carriers as ETCs for its new

Lifeline broadband service.

The FCC also streamlined the eligibility

programs that qualify consumers for Lifeline.  While a

number of programs have been eliminated, participation

in the Veteran's Pension benefit was added.

The last major revision of the program is the

establishment of a National Lifeline Eligibility

Verifier.  The National Verifier will be tasked with

verifying the eligibility and enrolling subscribers for

Lifeline services nationwide.  USAC is directed to

submit a draft National Verifier plan before the end of

this year.

Attachment A is a more detailed summary of the

order, while Attachment B outlines the issues that the

FPSC filed comments on and any action taken by the FCC

in this order.  

The FCC has also announced petitions for

reconsideration and clarification of this order.  In

addition, 12 states and NARUC have filed for a petition

for review with the D.C. Circuit Court of the FCC's
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order on the grounds that the FCC has exceeded its

authority regarding preempting the state role for the

designation of Lifeline Broadband Providers.  Staff is

available for your questions at this time.

CHAIRMAN BROWN:  Thank you, Greg.  And you

guys, all of you have been -- you guys have been on top

of this and keeping us informed on these -- of all the

issues.  So thank you so much for your report and your

detailed analysis.

Commissioners, do you guys have questions?  

Commissioner Brisé.

COMMISSIONER BRISÉ:  Sure.  Real quick.  If

you could go through the phase down schedule a little

bit on the voice.

MR. FOGLEMAN:  Sure.  So on page 4, Table 2,

November 2019, voice will continue to receive 9.25, the

same for connection support.  By 2020 -- or actually by

December 2019, it goes down by $2.  By December 2020, it

goes down another $2.  And then the plan, as it's

outlined in the order, is that it will actually go to

zero in 2021.

Now, again, there is a report that the FCC is

planning to draft and reevaluate to see if there's -- if

they still want to go this direction, but this is the

direction that they've outlined in this order.
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COMMISSIONER BRISÉ:  And so this is for

companies that are only providing voice.

MR. FOGLEMAN:  That is correct.

COMMISSIONER BRISÉ:  And not those who are

providing a combination.

MR. FOGLEMAN:  Right.  So if you -- so, right,

so if they're providing broadband and voice, they will

continue to get support.  If they're just providing

broadband, they will be able to continue to get support.

But voice only, no.

COMMISSIONER BRISÉ:  Okay.  Is there any nexus

between this order or the implementation of this order

and the reclassification order from your perspective?

MR. FOGLEMAN:  I hadn't really thought about

that.  I mean, certainly the fact that there's been --

they've argued and the court has upheld that

telecommunications -- or broadband is a

telecommunications service under Title II gives it some

strength.  I mean, I still have some hesitations about

the complete phase out of voice because I still view

voice as a telecommunications service too, and the act

speaks to that as well as advanced services, advanced

telecommunications services.

CHAIRMAN BROWN:  Thank you.

Commissioners?  Commissioner Edgar.
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COMMISSIONER EDGAR:  From this implementation

is there any expected or projected impact on Florida's

contribution to the program?

MR. FOGLEMAN:  So they did establish a cap.

That's the good news.  The bad news is the amount of the

cap --

CHAIRMAN BROWN:  That's important.

MR. FOGLEMAN:  -- is twice the size of what

they're currently spending, so that's a concern.  Having

said that, the amount of per line support or the per

connection support is still one per household and it's

still nine and a quarter.  So, you know, that's, you

know, that's the bright side.  But that is a concern

certainly that the size of the cap is significantly

higher.

CHAIRMAN BROWN:  Thank you.

Commissioners, any other questions or

comments?

COMMISSIONER PATRONIS:  I'm good.  Thank you.

CHAIRMAN BROWN:  Okay.  All right.  Go ahead.

COMMISSIONER BRISÉ:  In terms of the verifier,

has USAC been in contact with us in terms of the

verification?  I know they contacted us about NLAD but

not --

MR. FOGLEMAN:  No, not that I'm aware of.
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COMMISSIONER BRISÉ:  Okay.

MR. FOGLEMAN:  We've reached out to DCF, and I

think we have a meeting planned with them next week, and

we've let them know about some of the changes that were

coming as a result of this order.

COMMISSIONER BRISÉ:  Because that's going to

be an interesting dynamic.

MR. FOGLEMAN:  Yeah.

CHAIRMAN BROWN:  Thank you.  Thank you, and

thank you for your work.  

Is there anybody in the audience that would

like to comment on this matter or address the

Commission?  

Thank you again for your work on it.  No

formal action needs to occur.

Can we -- are you staying for the next one?

Telecom day.

MR. LONG:  Commissioners, I'm Mark Long with

staff, and Item 3 is a draft of the status of

competition in the telecom market.  You provide this

report for the Legislature every August 1st.  

This year's report shows the migration of

business customers and providers continues to move to IP

and other services at an accelerated rate.  The

residential migration might be slowing a bit.
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Competition appears to continue to benefit customers of

Florida.

Of note, this year marks the first year that

AT&T does not have the most residential wireline access

lines.  That distinction now belongs to CenturyLink.

Staff requests approval of the draft report and

editorial privileges for any information that might

update the report if we go to press.

CHAIRMAN BROWN:  There's a lot of facts and

information in here.

COMMISSIONER PATRONIS:  Yeah, it's

fascinating.

CHAIRMAN BROWN:  It is.  It is.  

MR. LONG:  It's dense.

CHAIRMAN BROWN:  Thank you for your work on

it.  You really captured everything going on.  So thank

you for that.

Commissioners, do you have any comments or

questions?  Commissioner Brisé.

COMMISSIONER BRISÉ:  I just want to commend

the staff on this report and then the work on the prior

report that we just got.

A quick question on municipal broadband.  How

many municipal broadband entities do we have, and how

many municipalities in Florida do we have that are
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providing broadband, if any?

MR. LONG:  I don't know that off the top of my

head.  I can find out.

COMMISSIONER BRISÉ:  Okay.  Just curious

because I wanted to know, the way our statute is laid

out, how many of them have had to reverse themselves

based upon the vote by the community, just out of

curiosity.

MR. LONG:  I have not heard of any, but I'll

check.

COMMISSIONER BRISÉ:  All right.  Thank you.

CHAIRMAN BROWN:  Commissioners, any other

questions or comments?  Can I get a motion?

COMMISSIONER EDGAR:  Move approval, with

direction to staff to make whatever minor changes may be

necessary.

CHAIRMAN BROWN:  Is there a second?

COMMISSIONER BRISÉ:  Second.

CHAIRMAN BROWN:  All those in favor, say aye.

(Vote taken.)

Thank you.  Thank you again for your work on

this.  It's great.  

MR. LONG:  Thank you. 

CHAIRMAN BROWN:  It's a good product.

All right.  Moving on to General Counsel's
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report, Mr. Hetrick.

MR. HETRICK:  Madam Chair, I'd just like to

have -- it's the microphone, I guess -- anyway, we just

hired two new young attorneys which will come in on

August 1st.  We're really excited about those two young

lawyers.  They're outstanding.  They have great work

experience, and I think you're going to enjoy working

with them and meeting with them.  They have the ability

to jump in right away, and just completely outstanding,

talented individuals.

CHAIRMAN BROWN:  What are their backgrounds?

MR. HETRICK:  They've got quite a versatile

background in having worked, both of them, for district

courts of appeal.  They've got law clerking experience.

Each has worked for an energy -- different energy

company along the way.  They're team oriented.  And by

working, I mean clerked, interned while they were in law

school, so --

CHAIRMAN BROWN:  Yeah.  What law schools?

MR. HETRICK:  Stetson and Florida State.

CHAIRMAN BROWN:  Oh.  (Laughter.)  Thank you.

Thanks for the report.  

And Lee Eng did just a fabulous job again.

MR. HETRICK:  Lee Eng did an outstanding job,

just absolutely fantastic.  We set a new bar.  I feel
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sorry for Oregon.

CHAIRMAN BROWN:  Thank you for your support

and your whole staff's report of her and her endeavor.

So thank you.

MR. HETRICK:  Absolutely.

CHAIRMAN BROWN:  All right.  Executive

Director. 

MR. BAEZ:  I have to remind the Commission, no

wagering on the law schools.

Commissioners, you remember last month I

teased you a bit about the -- I teased the Class C

workshops that were upcoming.  I just wanted to update

you on the progress, and we now have some more meat on

the bone, as it were.

You recall, consistent with the

recommendations of the study committee on investor-owned

water and wastewater utilities, the emphasis of the

staff workshops is to assist the Class C utilities by

providing access to educational resources and

communicating the availability of funding and offering

information and staff contacts for other regulatory

issues.  The topics to be covered by the workshops

include understanding the relationship between the PSC

and the utility; the filing of the price index request

to address costs outside the utility's control; one of
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my personal favorites, avoiding unintentional rule

violations; and describing legislative changes.  We're

going to have four staff that's conducting the

workshops, along with Gary Williams, as I had mentioned

before, from the Florida Rural Waterworks Association.

We're going to be offering assistance, helping the

utilities fill out things like applications for the

indexes and pass throughs, as I had mentioned before, as

well as to answer any other utility questions.

We had sent letters to the Class C water

utilities on June 23rd, and a brochure was also sent to

each utility the following day.  We've had pretty good

response up to now.  I think 25 percent of the utilities

have responded.  So that's about 25 out of 100 Class C

utilities had responded as of July 6th.  

We've got ten workshops, as I had mentioned.

They're running July 12th through August 18th.

Tallahassee, St. Augustine, Eustis, Ocala, New Port

Richey, Fort Myers, Lakeland, Melbourne, Boca Raton, and

Sebring are the locations specifically, again, August --

July 12th through August 18th in order.

To your previous question, Commissioner

Graham, the workshop audio is going to be recorded and a

video is going to be prepared following the workshops,

and it is going to be placed on the Commission website
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to make it available in perpetuity.

We began reaching out, the staff began

reaching out by phone to the rest of the utilities that

hadn't responded, so we are following up to beef up the

participation.  And on July 8th, that's tomorrow, the

staff is holding a practice workshop in this very room.

So if you are available and present, come on down and

watch the show.

CHAIRMAN BROWN:  Sounds like fun.

MR. BAEZ:  That's it.  If you have any

questions, let us know.

CHAIRMAN BROWN:  Thank you, Mr. Baez.

Commissioners, any questions?  Thank you very

much for your work on this.

MR. BAEZ:  Thank you, Commissioners.

CHAIRMAN BROWN:  Keep us apprised of how they

go, please.

MR. BAEZ:  I shall.

CHAIRMAN BROWN:  Thank you.  Other matters.  

I'd like to introduce to you all Hong Wang.

She is the "Employee of the Month" from the Clerk's

Office.  Come on up here, please.  I want to

congratulate her.  (Applause.)  Congratulations.  Thank

you so much.

MS. WANG:  Thank you.
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CHAIRMAN BROWN:  Hong has been with the

Commission since 1998.  She's the Chief Deputy

Commission Clerk, and apparently makes the best cookies

in this building.  So you have to -- please make some,

make some for us.  But congratulations on behalf of the

entire Commission.  Thank you.  

And Commissioner Edgar has a birthday, so

please be sure to remember her on July 14th, everyone.

And if there are no other matters, this

Internal Affairs is adjourned.

(Internal Affairs adjourned at 12:02 p.m.)
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