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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

Proposed rate increase by PEACE ) 
RIVER ELECTRIC COOPERATIVE, INC.) 

) ______________________________ ) 
DOCKET NO. 891258-EC 
ORDER NO. 22413 
ISSUED: 1-11-90 

The following Commissioners participated in the disposilion 
of this matter: 

MICHAEL McK. WILSON, Chairman 
THOMAS M. BEARD 

BETTY EASLEY 
GERALD L. GUNTER 

ORDER APPROVING PEACE RIVER ELECTRIC COOPERATIVE'S 
PROPOSED RATE INCREASE 

BY THE COt-1MISSION: 

I 

On August 28 , 1989, Peace River Electric Cooperative (Peace I 
River) submitted tariffs implementing a rate increase. A cost 
of serv1.ce study "'as also submitted as supporting documentation 
for the proposed increase The overall rate increase of $1. 1 
million is a result of increases in Peace River's who lesale 
power bills and other operating expenses. Thi s rate filing is 
being brought to the Commission's attenLion because the proposed 
increase for the va rious rate clas~es changes the rate structure 
relationships between the rate classes. The proposed rates 
became effective October 1, 1989. 

Peace River ha s proposed raising the rates o f four of its 
five classes . The allocation of the inc cease to the various 
classes is based on their relative need for an increase as 
indicated by t he cost of service study . Electric cooperatives 
use the Times Interest Earned Ratio (TIER) instead of rate of 
return to gauge he sufficiency of total revenues and Lo 
allocate rate increases to classes. On the basis of the 
submitted cost of service study, we find hat the allocation of 
the proposed increase to classes narrows the range in class 
TIER indices from .39 to 1.95 al present rates to .78 to 1.23 at 
proposed rates and appears to be appropriate. 

we find t hat the cosl allocation methodology used may have 
incorrectly allocated too much responsibility to GS and GSD and 
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too little to RS. We find that this 
used in the derivation of the demand 
c ho ices of methodologies used to 
dema nd c harges . distribution s y stem 
c ustome r weight i ng factor. 

1s due to the load factors 
allocation factors and the 
allocate purcha sed power 
costs and to develop the 

Peace River· s cost of serv1ce sludy uses l oad faclors 1n 
he derivatio n of Lhe demand allocators which are inconsistent 

with those of nearby investor-owned utilities. The use of load 
factors that appear to be too low Cor the GS and GSD classes 
overallocates cost to them and underallocates cost to oLher 
classes. Because the load factors used to develop allocat1on 
factors determine the amount of cost allocated to classes by a 
particula r methodology , the assumption of reasonable load 
factors 1s critical. Mun ic1pal and cooperative utllities are 
noL required to collect load research da La because of the high 
cost of collection relative to the revenues of he ut1lit1es . 
Because Peace R1ver has not collecled load research data , we 
find that the most reasonable load data Peace River can use 1s 
that of neighboring utilities subject to Rule 25-6 . 0437 relating 
Lo Cost of Service Load Research . 

Peace River uses the Average and Excess Demand methodology 
Lo allocate purchased power demand charges, transmission and 
distribution sy stem cosls classified as dumand-relc:sted. In the 
cost study, purchased power energy and fuel charges are 
allocated o n energy. Since Peace River 1s billed demand charges 
on its demand during Semtnole's monthly system peak hour, ·.-~e 

find it inappropriate to allocd e Lhe purchased power dema nd 
charges partly o n enetgy { average demand). To track cos t 
causation , we find t hat the 12 mon thly peak hour demands {12 CP) 
s hould be used to allocate the demand charges. In devel o ping 
its Ave rage 1nd Excess Demand a lloca Lion factor, Peace River 
uses th 12 CP, instead of the commonly used class p ak {NCP), 
demand to compute excess demand~ for each of the classes. Th1s 
results in an allocation factor simila r to a 12 CP factor and 
f rus trates the intent of the Average and Excess Demand 
methodology to recognize e nergy usage in de e r mining cost 
responsibility. Further , we find that Peace River should 
cons ider the use of class peak rather than the 12 CP or Avetage 
and Excess Demand for distribution plant as class peak 1s 
generally used throughou the electric utility industry to 
allocate demand-related distribution plant. 

We are also concerned with the methodology used to dclive 
Lhe customer weighting factor. The customer weighting fac or is 
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ba sed on t he investment by class required for met'ering, 
trans fo r mation, and extension ( service drop). The factor is 
us~d to allocate se r vice drops, meters and t ha t po r t ion c•f the 
s ystem (poles and wire) classi!ied a s customer-related by the 
minimum intercept methodology. Because the Avo n Park 
Correctional Insti tution (APCI ) ta kes se rvice at primary 
voltage, no cost for trans formers or an e xtens i o n have bePn 
included for GSD-APCI in t he derivation of t he wei~ht ing 
factor. To apply a weighting factor based on relative class 
cos Ls for mete ring, t ransfo rrne rs, and second a cy ex tens i ot'ls to 
all distribution s ystem costs classified as c ustome r-related 
underallocates distribution system costs to the GSD- APCI c lass . 
We find t hat more equitable we ighting factors s hould be 
developed for distribu ion system costs and the same fac o t 
s hould not be a pplied to all t ypes of costs. For e xample, 
relative class meter costs should be used t o allocate meter 
costs . 

I 

We find that Peace River should consider implementing a I 
separate rate c lass for APCI because t he limited load data 
available fo r APCI confirms the difference in cost of se t vice 1n 
Peace River ' s study for GSD-non APCI and GSD-APCI. The custome r 
load factor is 61.69\ for APCI and 34.4\ for the re~ainder o f 
the GSD class. We find that the TIER indices for APCI are 2 .04 
and 1 . 80 at prese nt and proposed rates compa r ed t o l . Sl and 1. 23 
for the remainder of the GSD class . We find that a t1me 
recording meter should be insta l led for APCT, an over 2 , 000 Kvl 
customer, to determine it s precise share of purchased power 
demand cha rges and t he size of its class peak. 

We furt her find that , although we do not agree wilh Peace 
River' s allocation met hodology, derivation of a llocators and 
result i ng cost allocation to t he various c l asses , t he proposed 
inc ceases should be a pproved because the c 1 asses · indices are 
probably moving closer to parity. we reconune nd chcmges in 
allocation methodo l ogy and derivations for fu ture · filings 
because we find the problems to be significant e nough to requ ire 
a tte ntion . 

In consideration of t he foregoing, it is 

ORDERED that Peace River Electric Cooperative ' s proposed 
rate structure revi sions are approved , with the qualificaLi o n 

1 t hat 1n 1ts nex rate s ubmi ssion, Peace River's cost o f serv1ce 
study should use a 12 CP allocation factor based on l o1d factor s 
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consistent with those of 
for purchased power demand 
use of another factor, and 
for customer-related cos s. 

neighbori ng investor-owned utilit1es 
charges , unless it can justify the 
a more equitable weighting factor(s) 
It is further 

ORDERED that th1s docket be closed after the 
in which to file a petition for reconsideration 
appeal if such action 1s not taken. 

By ORDER of the Flor1da Public 
this 11th day of~ 

( S E A L ) 

BAB/bab 

ime has run 
or no tice o 

Commiss1on , 

Report1ng 

NOTICE OF FURTHER PROCEEDINGS OR JUDlCIAL REVIEW 

The Florida Publtc Servtce Commission is required by Sec 1on 
120 . 59 (4), Florida Statutes, to notify parties of any 
administrative hearing or judictal review of Comm1 ssion orders 
hat is avulable under Secttons 120.57 or 120.68, Flonda 

Statutes , as well as the procedures and t1me limi ts ha apply. 
Th is notice should not be construed o mean all requests for an 
administrative hearing or judicial review will be granted o r 
result in the relief sought. 

Any party adversely affec ed by the Commisston's nnal 
act1on in thts matter may request: L) rcconsideratt o n o f the 
decision by f1ling a motion Cor reconsideration with the 
Dtcector, D1vision o f Records and Reporttng within fifteen (15) 
days ot the i~suance of this ocdcL in the form presctibed by 
Rule 25-22.060, Ftortda Administrative Code; or 2) judicial 
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review by t he Florida Supreme Court in the case of an electric , 
gas or telephone utility or the First District Court of Appeal 
in the case of a water or sewer utility by filing a notice of 
appeal with the Director, Division of Records and Reporting and 
filing a copy of the notice of appeal and the filing fee with 
the appropriate court. This filing must be completed within 
thirty (3 0) days after the issuance of this order , pursuant t 'l 
Rule 9 . 1 10 , Florida Rules of Appellate Procedure . The notice of 
appeal must be in the form specified i n Rule 9 . 900(a ), Florida 
Rules of Appellate Procedure. 

I 

I 

I 


	Roll 3-1374
	Roll 3-1375
	Roll 3-1376
	Roll 3-1377
	Roll 3-1378



