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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

IN RE: Proposed Rule 25-6.0115, 
F.A.C. , Underground Electric 
Facility Costs, and Revision of 
Rule 25-6.078 , F . A.C ., Schedule 
ot Charges. 

ORDER NO . 25 701, 

DOCKET NO . 9106 15-EU 

ISSUED: 2-1 0- 92 

NOTICE Of RULEMAKING 

NOTICE is hereby given that the Commission, pursuant to 
section 120.54, Florida Statutes , has initiated rulemaking to adopt 
Rule 25-6.0115 , F.A.C . , relating to underground electric facility 
costs and amend Rule 25-6.078, F.A . C., relating to schedule of 
charges. 

The attached Notice of Rulemaking will appear in the February 
14, 1992, edition of the Florida Administrative Weekly. If 
requested, a hearing will be held at the following time and place: 

9:30a . m., April 8, 9, 10, 1992 
Room 106, Fletcher Building 
101 East Gaines Street 
Tallahassee , Florida 

Written requests for hearing and written comments or suggestions on 
the rules must be received by the Director, Division of Records and 
Reporting, Florida Public Service Commi ssion, 101 East Gaines 
Street , Tallahassee, FL 32399 , no later than March 6 , 1992 . 

By Direction of the Florida Public Service Commission, this 
lOth day of Feb rua ry 1992 

, Director 
ecords & Report i1.g 

(SEAL) 

CM 

amd91615 . cpm 
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FLORIDA PUBLIC SERVICE COMMISSION 

DOCKET NO. 910615-EU 

RULE TITLE: 

Underground Electric Facility Charges 

Schedule ot Charges 

RULE NO. : 

25- 6 . 0115 

25-6.078 

.., 
459 

PURPOSE AND EFFECT: The purpose is to establish in a rulemaking 

process the Commission ' s policies and framework for addressing the 

cost effectiveness of underground versus overhead facilities . 

SUMMARY: Rule 25-6 .0115 , F.A . C. , on Underground Electric Facility 

Charges sta tes that electric utilities are not required to install 

I underground lines unless underground fac i lities are found on a 

casa-by-casa basis to be cost effective to the general body of 

I 

ratepayers. It sets forth the factors to be calculated in 

determining when underground is cost effective . These are: (a) The 

initial construction cost differential; (b) the number of pole 

miles for overhead or the number of primary trenc h miles for 

underground times the net present value of annual reve nue 

requirements per mile associated with operation and m~ intenance 

costs ; and (c) the number of miles for each times the net present 

value of the annual costs per mile associated with vehicle r nd 

contact type accidents. These per mile costs are set at $108 for 

overhead facilities and $3 for underground facilities. In 

addition , other costs external to the utility that a petitioner 

demons trates are r easonably quantifiable and affect the general 
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body of ratepayer s s hall be added . 

For existing dis tribution s ystems, the construction cost for the 

proposed underground facilities is the e s timated cost of the 

underground facilities plus the remaining ne t book value of 

existing overhead tacilities less a ny net salvage. The 

construction cost for overhead is the estimated cost to build the 

new facilities, includ i ng the service drops to the customer meter. 

The estimat ed operation and maintenance costs f or overhead a nd 

underground facilities will be consistent with the uti lity ' s 

current practices and not the embedded operation and maintena nce 

costs r eflecting a variety of pr i or construction practices. 

The discount rate to be uaed for net present value c alculations i s 

the 30-year U. S. Treasury Bond rate for the first working da y of 

each calendar year. 

Provisions i n Section (7) r equire investor-owned ut i lities to 

provide a construction cost estimate. The applicant for the 

estimate must pay a de posit . 

The rule proposal also r equires tha t the applicant must provide all 

necessary easements, and require or arrange for all af!~cted 

customers to have underground facilities. In the case of 

conversion, the applicant must be responsible for the cost and 

coordination of any sod r e p lacement, any driveway repair, and must 

arrange for other pole usera to concurrently relocate their 

facilities underground . 
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The revision to Rule 25-6.078 would ensure conformance with the 

concepts in the new Rule 25-6.0115 , F.A.C . , by referring to the 

provision for the Estimated Average cost Differential. 

RULEMAK!llG AUTHORITY: 366.04(7), 366.04(5) , 366 . 05(1) , F.S. 

LAW IMPLEMENTED: 366.04(7), 366.04(5), 366.03, F.S. 

SUMMARY OF THE ESTIMATE OF ECONOMIC IMPACT OF THESE RULES: The 

proposed rule 25-6.0115 , could increase costs to the Commission 

depending on tho number of petitions r ceived that attempt to add 

other external costs to the equation to determine cost-

effectiveness for undergrounding and the number of petitions to 

establish a different deposit amount . The total addition 1 annual 

costs to the Commission are unknown at this time. 

The entities directly affected by the rule proposal are the 

investor-owned util ities, the municipal electrics , the rural 

electric cooperatives, and their ratepayers. The investor-owned 

utilities estimated some costs for preparing the estimates for cost 

of underground i ng. Also, the utilities estimated some c osts for 

the development of procedures and computerized models. 

There are four possibl~ scenarios: 

1. Underground facilities are determined to be cost-effective and 

the underground/overhead cost differential exceeds the cost of 

preparing the life-cycle cost estimates. I n this scenario, there 

should be no net increase in costs to the utility or the general 

body of ratepayers. 
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2 . Underground facilities are determined to be cost-effective and 

the underground/overhead differential is l ess than the cost of 

preparing the life-cycle cost estimates. In this scenario, there 

would be a net increase in costs to the utility and the general 

body of ratepayers. 

3. Underground facilities are determined not to be cost-effective 

but the deposit required of the applicant covers the cost o f 

preparing the life-cycle cost estimates . In this scenario, there 

would not be a net increase in costs to the utility or its 

ratepayers. 

4. Underground facilitie~ are determined not to be cost-effective 

and the deposit required of the applicant does not cover the cost 

of preparing tho lifo-cycle cost estimateo . In this scenario, 

there would be a net i ncrease in costs to the ut1lity and its 

ratepayers. 

Therefore, if underground facilities are determined to be cost-

effective, utilitieJ may experience a net increase in costs if the 

underground/overhead differential is less than the cost of 

prepar i ng the life-cycl e cos t estimates. If underground facilities 

are determined not to be cost-effective, the utility will 

experience a net increase in costs only if the deposit required of 

the applican is not sufficient to cover the costs of preparing the 

lifo-cycle cost estimates . It is not possible to predict the 

likelihood or estimate the magnitude of such cost increases. The 
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costs will vary with the particular circumstances of the case under 

consideration. 

Overall , however, installation of cost-effective underground 

facilities would benefit society in general. Included in net 

benefits would be the reduced external costs realized from removing 

overhead distribution facilities . The possible net savings to 

citizens for a specific case would depend on the particular 

circumstances and cost s for that case. 

There are numerous small businesses in the state that could be 

impacted by the proposed rule 

There should be no direc t effect on competition since the electric 

utilities serve exclusive territories and each cost-effectiveness 

test would be made on a case-by-case basis for constructing 

overhead or underground within a g i ven territory. 

While there may be some increase i n Commission staff time spent on 

petitions and some increase in utilities expenditure of time to 

comply with the rule, there was no indication that a dJitional 

employees would be neede d . 

Data requests were sent to affected investor-owned utilities to 

obtain their input for the impact of the proposed rule and rule 

c hanges. 

WRITTEN COMMENTS OR SUGGESTIONS ON THE PROPOSED RULE MAY BE 

SUBMITTED TO THE FPSC, DIVISION OF RECORDS AND REPORTING, WITHIN 21 

DAYS OF THE DATE OF THIS NOTICE FOR INCLUSION IN THE RECORD OF THE 
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PROCEEDING. 

A HEARING WILL BE HELD AT THE DATE AND PLACE SHOWN BELOW: 

TIME AND DATE: 9 : 30 A. M., April 8, 9 , 10, 1992 

PLACE : Room 106, 101 East Gaines Street, Tallahassee , Florida. 

THE PERSON TO BE CONTACTED REGARDING THESE RULES AND THE ECONOMIC 

IMPACT STATEMENT IS: Director of Appeals, Florida Public Service 

Commission , 101 East Gaines Street, Tallahassee , Florida 32399 . 

NAME OF PERSON ORIGINATING PROPOSED RULES: Joe Jenkins, Division 

of Electric and Gas 

THE FULL TEXT OF THE RULES ARE: 

PART V 

New Resident i al Underground Electric 

Facility standard Charge 

R1::tles for- Residen-tial Sleeer-ie Uftder-gr-ound c)(eensiofts 

25-6 . 078 Schedule of Charges . 

(1) Each utility shall file with t he Commission within 60 

days of the applicability of this rule a writte n policy that sha ll 

become a part of the uti l ity ' s tariff rules and regulations . Such 

policy shall bo subject to review and approval of the Commissio n 

and s ha ll include an Estimated Average Cost Differential, if any, 

and shall indicate the basis upon which the utility will provide 

underground servi ce a nd its method for recove ring the difference in 

cost of an underground system and an equivalent overhead system 

from the applicant at the time service is extended. The charges to 
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costs will vary with the par ticular circumstances of the case under 

consideration. 

Overall , however , installation of cost-effective underground 

facilities would benefit society in general. Included in net 

benefits would be the reduced external costs r ealized from removing 

overhead distributio n facilities. The possible net savings to 

citizens for a specific case woul d depe nd on the particular 

circumstances and costs for that case. 

There are numerous small businesses in the state that could be 

impacted by the proposed rule 

There should be no direct effect on competition since the electric 

utilities serve exclusive territories a nd each cost-effectiveness 

test would be made on a case-by-case basis for construc ting 

overhead or underground within a given territory . 

While there may be some increase i n Commission s t aff time spent on 

petitions and some increase in utilities expenditure of time to 

comply with the rule, there was no indication that a dditional 

employees would be needed. 

Data r equests were sent to affected investor-owned utilities to 

obtain their input for the impact of the proposed rule and rule 

changes. 

WRITTEN COMMENTS OR SUGGESTIONS ON THE PROPOSED RULE MAY BE 

SUBMITTED TO THE FPSC, DIVISION OF RECORDS AND REPORTING, WITHIN 21 

DAYS OF THE DATE OF THIS NOTICE FOR INCLUSION IN THE RECORD OF THE 
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the applicant shall be not more than the estimated difference in 

cost of an underground s ystem and an equivalent overhead system . 

(2) The Estimated Average Cost Differential is addressed in 

Rule 25-6.0115C3l for overh~ad and underground distribution 

facilities. Differences in operaein~ a~d mainten&nce costs between 

~:tnder<,yreund and eYcrhead systems, if any, may be talten into 

consideration in detcrminin~ the e¥erall Estimated AYcra~e Cast 

Differentiel. 

(3) Detailed supporting d ta and study res ults used to 

determine the Est ima ted Average Cost Differential for underground I and overhead distribution systems shall be concurrently filed by 

the util i ty with the Commission and s hall be updated annually using 

cost data deve loped from the most recent 12 month period . 

I 

(4) Subject to the provisions of Rule 25-6 . 079(a) , service 

for a new multiple- occupancy building shall be constructed 

underground within the property to be served t o the point of 

delivery at or near the building by the utility at no c harge to the 

applicant, provided the utility is free to construct its service 

extension or extensions in the most economica l manner. 

(5) The method of recovering the cost differential as filed 

by the utility and approved by the Commission may not be waived or 

refunded unless it is mutually agreed by the applicant and the 

utility that the applicant will do all of the trenching and 

backfil l ing, in which case the applicant shal l receive a credit per 



r-466 

ORDER NO. 
DOCKET NO. 
PAGE 9 

25704 
910615-EU 

trench foot for each foot of trenc h i ng and backfilling provided by 

him in accordance with provisions set forth in the utility's tariff 

rules a nd regulations, such credit to be no more in amount than the 

total charges applicable. 

(6) The difference in cost as determined by the utility in 

accordance with its tariff shall be based on reasonably full use of 

the s ubdivision for build i ng lots or multiple-occupancy buildings. 

If any given subdivision is designed to include large open areas, 

the utility or the applicant may refer the matter to the Commission 

for a special filing as provided under Rule 25-6.083 . 

I 

(7) The utility shall not be obligated to install any II 
facilities within a subdivision until satisfactory arrangements for 

the construction of facilities and payment of applicable c harges, 

if any, have been completed between the applicant and the utility 

by written agreement . A s tandard agreement form shall be filed 

with the company ' s tariff . 

(8) Nothing herein conta i ned shall be const~ued to prevent 

any utill.ty from assuming all cost differential of p roviding 

underground d istribution systems, provided , however , that such 

assumed cost diffe rential shall no t be chargeable to the general 

body of rate payers, and any such policy adopted by a utility shall 

have un i.form application throughout its service area. 

Specific Authority : 366.05(1), F . S. I Law Implemented: 366.03, F . S. 
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History: New 4/10/71, Amended 4/13 /80 , 2/12/84 , 

formerly 25-6.78. 

PART VII - UNDERGROUND ELECTRIC FACILITY CHARGES 

25-6.0115 Underground Electric facility Charges 

ill Upon application to an electric utili ty for undergr ouug 

f acilities . the following procedure's shall goyern the process . 

.LU Electric utilities shall not be r equired to i nstall 

~lectric lines underground unless underground facilities are found 

on a case-by-case basjs to be cost- effective to the ge neral body of 

ratepayers. 

lll Underground facilities shall be considered cost-effective 

to the general body of ratepayers when the sum of the following 

costs for underground electric facilities is less than for overhead 

electric facilitiesi 

.LA.l the net present value of annual revenue requirements 

associated with construction costs ; 

LQl the number of pole milrs for overhead or th~ number of 

primary trench miles for underground times the net pres~nt value of 

annual ' reyenue requirements per mile associated with the estimated 

operation and maintenance costs ; and 

~ the number of pole miles for overhead or the number of 

primary trench miles for underground times the net present value of 

the annual coats per mile associated with nonutility vehicles 

striking distribution facilities and nonutili ty members of the 
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public making contact with live elect ric utility primar y 

distribution lines. for purposes of this rule these per mile costs 

ore Sl08 for oyerbeod f~cilitics and SJ for underground facilities. 

12l In addition to vehic le and contact type accident costs . 

on interested person may petition the Commission to add other costs 

external to the utility. Petitioner must demonstrate such cos ts 

are reasonably quantifiable and affect the general body of 

ratepayers. 

1il For cx1sting distribution systems . the construction cost 

for the proposed underground facilities s hall be the estimated cost 

of the underground facilities plus the remaining net book value of 

the existing overhead facilities less any net salvage ; the 

construction cost for the overhead facilities shall be the 

estimated construction co5t to build the new overhead facilities . 

including the service dropCsl to the cystomers ' C' sl meter . 

121 The estimated operation and maintenance costs for 

overhead and ynd~rgroynd facilities shall be consistent with the 

utility's current overhead a nd underground construction practices. 

L2l The d iscount rate to be used for present value 

calculations s hall be the JO-year u. s. Treasury Bond rate for the 

first working day of eQch calendar year . 

.Lll In addition to the above requirements , the following 

paragraphs apply only to investor-owned utilities; 

iAl Upon an npplicant ' s reques t . a utility shall provide a 

I 
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construction cost estimate for providing underground electric 

seryice to adiacently located ratepayerCsl to which a new 

SUbdivision s tandard tariff does not apply. The applicant shall 

pay the utility a deposit for the construction cost estimate . The 

utility shall estimate and file a tariff listing the deposit amount 

tor generic applications. On a case-by-case basis, and upon 

petiti on. the Commission may establish a different deposit amount. 

LQl When it is found that underground electric dlstribution 

facilities are cost-effective to the general body of ratepayers . 

the public utility shall return the deposit to the applicant. and 

provide underground electric service . 

~ When it is found that the cost oC providing underground 

electric distributJ on facilities is not cost-effective to the 

general body of ratepayers . the applicant may elect to have the 

util ity construct the underground facilities . providing the 

applicant pays the utility construction cost differential and the 

present value difference in underground and overhead operation and 

maintenance and external cos t s as defined by the definltion of 

cost-effectiveness in CJl Cbl. Cc l and Cdl above with the 

underground construction cost component of this amount being the 

lesser of the utility ' s actual or estimated amount. The depos1t 

amount shall be deducted from this amount . The utility shall 

retain the deposit amount if the applicant elects not to proceed 

with installation of underground facilities. 
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1Ql For underground facilities . the applicant must provide 

all necessary easements ; r equire or arrange f o r all affected 

customers to have underground fac ilities ; in the case of 

conversion. be responsible for t he cost and coordination of a ny sod 

replacement. a ny driveway repair. and arrange f or o ther Pole users 

to conc urrently r elocate thei r facilities underground. 

Specific Autho rity : J66 . 04C7l . 366.04(5) . F. S . 

Law Implemented : 366.04(7) . 366 . 04( 5) . F . S . 

His t ory: New 

NAME OF SUPERVISOR OR PERSON(S) WHO APPROVED THE PROPOSED RULES : 

Florida Public Service Commission . 

DATE PROPOSED RULES APPRO ' ED : February 4, 1992 

If any person decides t o appeal any decision of the Commission with 

r espect to any matter cons idered a t the rulemaking hearing, if 

held , a record of the hearing is necessary. The appellant must 

ensure that a verba t im record, i nclud ing testimony and evidence 

f o rmi ng the ba sis c f the appeal is made . The Commission u~un lly 

makes a verbat i m record of ru l emaking hearings . 
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