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BEFORE THE FLORIDA PUBLIC SERVICE 

In re: Complaint and petition by Lee County ) 
Electric Cooperative, Inc. for an investigation ) 
of the rate structure of Seminole Electric ) 
Cooperative, Inc. 1 

1 

Docket No. 981827-EC 

Filed: January 4, 1999 

SEMINOLE ELECTRIC COOPERATIVE, INC.'S 
MOTION TO DISMISS FOR LACK OF JURISDICTION 

Seminole Electric Cooperative, Inc. (Seminole), pursuant to Rule 28-106.204(2), Florida 

Administrative Code, moves to dismiss for lack ofjurisdiction the complaint and petition filed by 

Lee County Electric Cooperative, Inc. (LCEC) on December 9, 1998, which asks the Florida 

Public Service Commission (Commission) to investigate what LCEC characterizes as Seminole's 

rate structure. In support of its motion, Seminole states: 

I. Background 

1. Seminole is a non-profit electric generation and transmission cooperative 

organized pursuant to Chapter 425, Florida Statutes. Seminole provides electricity at wholesale 

to its 10 owner-members, each of which is a distribution cooperative organized pursuant to 

Chapter 425. The distribution cooperatives in turn provide retail electric service to 

member/customers throughout their service areas. Seminole itself has no retail customers. 

Seminole is governed by a 30 member Board of Trustees consisting of two voting members and 

one alternate from each of its 10 member distribution cooperatives (Members). LCEC is one of 

10 Owner-Members and as such is duly represented on the Board of Trustees. 

2. Seminole's wholesale sales of electric power and energy to its Members are 

governed by the terms of uniform Wholesale Power Contracts between Seminole and each 
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Member. A copy of the Wholesale Power Contract between Seminole and LCEC, as amended 

and supplemented, is attached hereto as Composite Exhibit 1. These negotiated agreements fix 

the obligations of Seminole, as seller, and the individual Members, as purchasers. Pursuant to the 

Wholesale Power Contracts, the rates, terms and conditions under which Seminole hrnishes 

electric power and energy to its Members are fixed from time to time by a majority vote of 

Seminole's Board of Trustees, subject to prior written approval by the Administrator of the Rural 

Utilities Service, formerly known as the Rural Electrification Administration. Such approval is 

required because Seminole has obtained financing for various generating and transmission 

facilities through the Rural Utilities Service (RUS). The negotiated contracts make no reference 

to any requirement for approval by the Commission. 

3. Under the terms of the Wholesale Power Contracts, the total revenue to be 

generated by Seminole's wholesale power sales to its Members is limited to the amount necessary 

(when combined with revenues from all other sources) to meet Seminole's costs of operation and 

maintenance, to meet the cost of purchased power and transmission services, to make payments 

of principal and interest on Seminole's indebtedness, and to provide for the establishment and 

maintenance of reasonable reserves. The rates in effect from time to time are included in a Rate 

Schedule which is part of each Wholesale Power Contract. 

4. On October 8, 1998, Seminole's Board of Trustees approved Rate Schedule SECI- 

7 and directed that effective January 1, 1999, it would supercede Rate Schedule SECI-6b. This 

Rate Schedule was submitted to RUS for approval on October 19, 1998 and was approved by 

RUS on or about November 20, 1998. A copy ofthe RUS approval is attached as Exhibit 2. 

5 .  On December 9, 1998, LCEC filed its Complaint and Petition in which it asks the 

Commission to (a) direct Seminole to file its Rate Schedule SECI-7 and supporting 
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documentation with the Commission, and (b) investigate the rate structure adopted in that Rate 

Schedule, which LCEC alleges is discriminatory, arbitrary, unfair and unreasonable. For the 

reasons set forth below, the Commission lacks jurisdiction over Seminole's wholesale rate 

schedules, and LCEC's complaint must therefore be dismissed. 

II. Scope of Commission Jurisdiction 

6. As a rural electric cooperative which owns generation and transmission facilities in 

Florida, Seminole is an "electric utility" as defined in Section 366.02(2), Florida Statutes. As a 

rural electric cooperative, however, Seminole is not a "public utility" as defined in Section 

366.02(1), Florida Statutes. 

7. LCEC's complaint and petition seeks to invoke the Commission's jurisdiction under 

Section 366,04(2)(b), Florida Statutes, which provides: 

(2) In the exercise of its jurisdiction, the commission 
shall have power over electric utilities for the 
following purposes: 

(b) To prescribe a rate structure for all electric utilities 
*** 

8. The jurisdictional question presented by LCEC's complaint and raised by this 

motion to dismiss is whether the Commission's power "to prescribe a rate structure for all electric 

utilities" gives it jurisdiction to review a wholesale rate schedule adopted in conformance with a 

contract between two rural electric cooperatives. When Section 366.04(2)(b) is interpreted in 

light of: 

. the purpose of Chapter 366; 

the Commission's long-standing interpretation of subsection (2)(b); 

the other provisions of Chapter 366, including Section 366.11; and 

. 

. 
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. the principles governing the scope of the Commission's jurisdiction 

it is clear that the Commission does not have jurisdiction to review and approve Seminole's 

wholesale Rate Schedule. This action must therefore be dismissed. 

III. Jurisdiction Is Not Supported by the Purpose of Chapter 366 

9. The underlying purpose of Chapter 366 is to prevent potential abuses of monopoly 

power when the public obtains electric service from a monopoly provider. &e, Citv of St. 

Petersburg v. Carter, 39 So.2d 804 (Fla. 1949). This purpose is not served by regulating any 

aspect of the Wholesale Power Contract between Seminole and LCEC. First, LCEC is not a 

captive customer of a monopoly provider. LCEC's obligation to purchase its full requirements of 

power and energy from Seminole is the result of voluntary contractual negotiations, not the result 

of Seminole's right to serve some governmentally protected or defined service territory. Second, 

in entering into the Wholesale Power Contract, LCEC specifically agreed to the method by which 

rates, terms and conditions would be determined; namely, by action of the Board of Trustees, 

subject to approval by the Administrator of RUS. Nowhere does the Wholesale Power Contract 

contemplate that any aspect of the rates or other contract terms is subject to review or approval 

by the Commission. Third, LCEC is a fully participating member of Seminole's Board of 

Trustees. As such, it had an equal and direct voice in the action approving Rate Schedule SECI- 

7 In this situation, Seminole lacks any monopoly power over LCEC, and the underlying purpose 

of Chapter 366 would not be furthered by Commission review of Seminole's wholesale Rate 

Schedule. 

10. Seminole has had a number of Rate Schedule amendments since the Wholesale 

Power Contract with LCEC became effective in 1975. Several of those amendments have 
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involved changes in the rate elements used to calculate monthly charges, or in percentage of fixed 

costs assigned for recovery by particular rate elements. (See. e.g., footnote 3, infra.) Not once 

has any ofthe LCEC representatives on Seminole's Board of Trustees suggested that Seminole 

should submit any of these Board-approved Rate Schedule amendments to the Commission for 

hrther review and approval. 

1 1 .  If the Commission fails to dismiss LCEC's complaint, it will effectively be adding a 

step in the review and approval process for amendments to Seminole's Wholesale Power 

Contracts that is beyond anything contemplated or negotiated by the parties. Such an action 

would invite a Commission challenge whenever a single Seminole Member is unhappy with a 

particular Rate Schedule Amendment, even if that amendment has been approved by a majority 

vote of the other Members.' What a Member cannot achieve by a vote in the Board room, it will 

be invited to seek at the Commission. The Commission should refrain from a new, expansive 

reading of Chapter 366 that has it assert jurisdiction over a wholesale power contract between 

two cooperative utilities, one of which is a part owner of the other, when nothing in the purpose 

of Chapter 366 supports such jurisdiction. 

12. In an analogous case, the Florida Supreme Court held that the presumption of 

correctness that ordinarily attaches to Commission orders did not apply when the Commission 

exceeded its jurisdiction by claiming authority over the terms of a settlement contract between 

two telephone utilities. United Teleuhone Comuanv v. Public Service Commission, 496 So.2d 116 

(Fla. 1986). Mer considering federal court interpretations ofthe Federal Power Act and the 

constitutional prohibition against impairment of private contracts, the Court held that the 

Rate Schedule SECI-7 was, in fact, approved hy Seminole's Board of Trustees on a vote of 17 to 2. 

-5- 

50 



h 

, 

provisions of Chapter 364 which gave the Commission jurisdiction to alter unreasonable rates or 

practices by a telephone company "refer to rates and practices as applied to ratepayers and do not 

confer jurisdiction upon the commission to alter the contractual relationship between telephone 

companies." Id- at 119 (emphasis in original). The same principle should apply to the 

interpretation of the Commission's jurisdiction over electric utility rate structure under Chapter 

366 -- that jurisdiction attaches to retail rate structures applicable to utility ratepayers, not to 

Rate Schedules contemplated in negotiated contracts between two utilities. That principle should 

have particular force in a case, such as this, where the purchasing utility is one of the owners of 

the seller and is represented on its governing Board of Trustees. 

W .  Jurisdiction Is Inconsistent With the Commission's Long- 
Standing Interpretation of Section 366.04(2)(b) 

13. LCEC's complaint and petition candidly admits that the Commission has not 

previously exercised jurisdiction over Seminole's wholesale Rate Schedule. (Complaint at 4.) 

LCEC nevertheless goes on to argue that the Commission has the ability to exercise such 

jurisdiction by statute, rule and case law.* Seminole submits that since the Commission first 

required the distribution cooperatives to file rate schedules by order dated October 28, 1977, the 

Commission has tacitly acknowledged that Section 364,04(2)(b) does not grant it rate structure 

jurisdiction over Seminole's wholesale rates. 

14. By way of historical background, the Commission took its first steps toward 

LCEC cites the US.  Supreme Court case of Arkansas Public Service Commission vs. Arkansas Electric 
Cooperative Corn., 461 U.S. 375 (1983) for the proposition that a state public service commission can regulate 
wholesale electric sales from a generation and transmission cooperative to distribution cooperatives located in the 
same state. This decision simply holds that regulation pursuant to a state statute clearly establishing a state 
regulatory scheme is not preempted by federal law. It does nothing to resolve the question presented by LCEC's 
petition as to whether FIorida law imposes such a regulatory scheme. 
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implementing Section 366,04(2)(b) in early 1975. In re: General Investigation of fuel adiustment 

clauses of electric comoanies, Docket No. 74680-CI, Order No. 6484, January 30, 1975. In that 

order, the Commission invited interested parties to brief the issue of whether the statute gave the 

Commission ratemaking jurisdiction over municipally owned utilities and rural electric 

cooperatives, as the Attorney General had stated in Opinion 074-309. After briefing and oral 

argument, the Commission concluded that Section 366.04(2)(b) does not confer ratemaking 

jurisdiction over rural electric cooperatives and municipally owned electric systems. 

General investigation of fuel adiustment clauses of electric comoanies, Docket No. 74860-CI, 

Order No. 6899, September 10, 1975. 

15. Two years later, the Commission initiated an investigation for the purpose of 

implementing Section 366.04(2)(b), including the task of defining the term "rate structure." See. 

In re: General investigation as to rate structures for municipal electric systems and rural electric 

coooeratives, 1 F.P.S.C. 83 (Docket No. 77081 1-EU; Order No. 8027; October 28, 1977). In 

that order, the Commission directed each rural electric cooperative and municipal electric utility 

to file within 30 days a copy of its current rates and charges for electric service. In response to 

the order, on January 3, 1978, the fourteen distribution cooperatives submitted a joint response 

acknowledging the authority of the Commission over their rate structure. The distribution 

cooperatives subsequently filed their individual rate schedules with the Commission. Also on 

January 3, 1978, Seminole filed a separate response in which it stated that because it had no sales 

at retail to consumers, Seminole was not subject to the Commission's rate structure jurisdiction, 

and therefore would not be filing rates or charges with the Commission. A copy of this response 

is attached as Exhibit 3. The Commission never questioned Seminole's interpretation of the 

statute and did not require Seminole to participate further in the docket 
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16. The rate structure investigation in Docket 77081 1-EU was ultimately concluded by 

the entry of a Consent Order. In re: General investigation as to rate structures for municipal 

electric systems and rural electric cooperatives, 5 F.P.S.C. 3 (Docket No. 77081 1-EU; Order No. 

8628, January 3, 1979). In that order, the Commission stated that the rural electric cooperatives 

and municipal electric systems consented to the entry of an order which grandfathered their 

existing rate structures and established a procedure for submission of proposed rate structure 

changes pending the adoption of a formal Commission rule 

17. In late 1985, the Commission again took action to require rate schedule filings by 

municipal and cooperative utilities. In re: Filing Reauirements for Municipal and Rural Electric 

Cooperatives, 85 F.P.S.C. 12401 (Docket No. 850595-EU-A; Order No. 15509; December 31, 

1985). That order included an attachment which listed -- for each jurisdictional municipal utility 

and rural electric cooperative --- the specific charges which were on file with the Commission 

The order required each listed utility to file its rate schedule for any charge which it imposed that 

was not already reflected on the Commission's list. Seminole is notably absent from this list. 

18. In 1987, the Commission initiated an investigation of retail rate structure revisions 

filed by Sumter Electric Cooperative. (Docket No. 870053-EC.) In that case, Sumter cited two 

factors as hampering its efforts to achieve uniform, cost-based rates. One of those factors related 

to fluctuations in the wholesale power rates that Sumter paid to its supplier, Seminole. In this 

regard, Sumter's submission to Chairman Nichols discussed various changes that had occurred 

over time in the components of Seminole's wholesale power rates.' The order which ultimately 

In Sumter's words: "The Cooperative's efforts to achieve uniform, cost-based rates over the past three 
rate studies have been hampered by changes in our wholesale power rates In 1983, Seminole's demand charge 
was applied to each of oiir substation's non-coincident peak demands. I n  1984, the non-coincidental billing 
remained but was supplemented by an annual demand cliarge adder based upon each substation's maximum non- 
coincident peak demand during the prior 12 months. By 1987, Seminole had dropped the annual demand adder 
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approved Sumter's rate structure filing made explicit reference to Seminole's wholesale power rate 

changes, but gave no hint that the Commission had any jurisdiction to review these types of 

changes. In re: Rate Structure Revisions of Sumter Electric Cooperative, 87 F.P.S.C. 5:186 

(Docket No. 870053-EC; Order No. 17579; May 21, 1987). 

19. Seminole submits that the history of these various Commission proceedings is 

consistent with only one conclusion -- the Commission has never interpreted Section 366.04(2)(b) 

to give it jurisdiction over Seminole's wholesale Rate Schedules. If the Commission had 

interpreted the statute in any other manner, there is no reasonable explanation for its failure to 

have required filings by Seminole at any time during the twenty-four years since the statute was 

enacted. 

20. This long-standing practical interpretation of the statute may not now be reversed 

by the Commission. &, Walker v. State. Department of Transaortation, 366 So.2d 96 (Fla.1st 

DCA, 1979) (holding that DOT could not abandon a long-standing interpretation of a fee 

payment statute and cease accepting late payments); see also, Green v. Stuckev's of Fanning 

Springs, 99 So.2d 867 (Fla. 1957) ("the contemporaneous administrative construction of a statute 

by those charged with its enforcement and interpretation is entitled to great weight, and courts 

generally will not depart from such construction 'except for the most cogent reasons, and unless 

clearly erroneous"'). In a case closely on point, the Florida Supreme Court applied the principle 

that an agency is not free to abandon a long-standing statutory interpretation when it quashed an 

attempt by the Commission's predecessor to assert jurisdiction over a municipal street railway 

and had changed to a coincident demand billing. Since demand cost allocation is a major concern in doing the 
cost studies and is a major cost item, their wholesale billing changes have had a major impact on the class cost 
relationships." A copy of Sumter's submission is attached as Exhibit 4. 
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system which had been in operation without such oversight for many years. Citv of St. Petersburg 

v. Carter, 39 So.2d 804 (Fla. 1949). As the court stated: 

The construction placed actually or by conduct upon a statute by 
an administrative board is, of course, not binding upon the courts. 
However, it is often persuasive and great weight should be given to 
it, Some signrjkance must be attached to the fact that this is the 
Jirst instance which has come to our attention where the Florida 
Railroad and Public [Jtilities Commission has attempted to assert 
jurisdiction by regulating the operation of a municipally owned 
street raihvuygstem. . .The transportation system of the City of St. 
Petersburg has been operated by said city for a period of thirty 
years. During all these years many changes have been made in the 
rates, schedules and routes, all without application for approval by 
the Florida Railroad and Utilities Commission or any suggestion 
that such changes should have been so approved. 

u, at 806 (emphasis added). 

Just as the Commission's predecessor could not change its practical interpretation of the railroad 

regulatory statute to assert jurisdiction over a municipal railroad after 30 years of inaction, so the 

Commission cannot abandon its practical interpretation of Section 366,04(2)(b) and assert 

jurisdiction over Seminole's wholesale Rate Schedule after 24 years of inaction 

V. Jurisdiction Is Inconsistent With Section 366.11 
and Other Provisions of Chapter 364 

21. If the Commission interprets Section 366,04(2)(b) to confer jurisdiction over the 

Rate Schedule governing wholesale power transactions between Seminole and its Members, it will 

be claiming authority over an entire category of transactions -- wholesale power sales by 

cooperative and municipal utilities -- over which it has never before asserted jurisdiction 

Interestingly, Section 366.1 1( 1) specifically exempts wholesale sales by investor-owned utilities to 

municipals and cooperatives from Commission jurisdiction. This exemption is required because 

the numerous provisions of Chapter 366 which give the Commission rate-making authority over 
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investor-owned utilities do not explicitly distinguish retail sales from wholesale sales. In contrast, 

Section 366.1 l(1) does not specifically exempt wholesale sales by municipal and cooperative 

utilities &om Commission jurisdiction This means one of two things -- either all such 

transactions are subject to rate structure jurisdiction which the Commission has inexplicably failed 

to exercise for over twenty-four years or the Legislature never intended or expected Section 

366.04(2)@) to confer jurisdiction over wholesale transactions in the first instance, so no 

exemption was required in Section 366.11. Seminole submits that the latter is the only reasonable 

interpretation when Chapter 366 is considered as a whole. Any other interpretation would result 

in the Commission exercising rate structure jurisdiction over all wholesale power transactions in 

which a municipal or cooperative utility is a seller -- a category of transactions that no one has 

ever claimed the Commission has jurisdiction to regulate. It would also result in the Commission 

exercising more jurisdiction over wholesale sales by cooperative and municipal utilities than over 

wholesale sales by investor-owned utilities. There is absolutely nothing in the purpose of Chapter 

366 which compels such an illogical result 

VI. Any Reasonable Doubt About the Commission's Jurisdiction 
Must Be Resolved Against the Exercise Thereof 

22. The Commission is a creature of statute and has only such powers as are conferred 

expressly or impliedly by statute. Deltona Corporation v. Mavo, 342 So.2d 510 (Fla. 1977); && 

ofFlorida. Department ofTransportation v. Mavo, 354 So.2d 359, 361 (Fla. 1977). As a 

consequence, any reasonable doubt about the existence of a particular power must be resolved 

against the Commission. Citv of Cape Coral v. GAC Utilities. Inc. of Florida, 281 So.2d 493 (Fla. 

1973); Radio Telephone Communications. Inc. v. Southeastern Telephone Company, 170 So.2d 

577, 582 (Fla. 1964). 

c 
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23. As shown in paragraph 21, if the Commission fails to dismiss LCEC's rate 

structure complaint, it will be de facto claiming jurisdiction for the first time over all wholesale 

power transactions in which a municipal or cooperative utility is a seller. This would include 

Seminole's sales to its Members; sales by the Florida Municipal Power Agency to municipalities; 

sales by Alabama Electric Cooperative to its members located in Florida; sales by any municipal or 

cooperative to any investor-owned utility, including sales on the Florida Broker system; and sales 

by one municipal utility to another. There is certainly a reasonable doubt about the Legislature's 

intent to grant the Commission authority over this entire class of wholesale transactions. Under 

the principles announced by the Florida Supreme Court, the existence of that doubt means that the 

jurisdictional question must be resolved against the claim of such jurisdiction. That is particularly 

true where the assertion ofjurisdiction would represent a fundamental change in the Commission's 

long-standing interpretation ofthe statute. See, Citv of St. Petersburg v. Carter, m. 

M. Conclusion 

24. All ofthe factors discussed above lead to the inescapable conclusion that the 

Commission does not have jurisdiction over any Rate Schedule pursuant to Seminole's Wholesale 

Power Contracts. There is nothing in the underlying purpose of Chapter 366 that would warrant 

a grant ofjurisdiction over contractual wholesale power transactions between two utilities, 

particularly a cooperative and one of its 10 voting owner-members. This is especially true where 

the complaining party has participated in the approval of every wholesale Rate Schedule since 

1975 and has never previously suggested that these amendments were subject to Commission 

review and approval. The history of the Commission's dockets implementing Section 366.04(2)(b) 

reflect its long-standing interpretation that the statute does not confer jurisdiction over wholesale 
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rate structure issues. When read in para materia with other provisions of Chapter 366, 

particularly Section 366.11, it is clear that the Legislature did not intend to give the Commission 

jurisdiction over all wholesale power transactions in which a municipal or cooperative utility is a 

seller, yet refusing to dismiss LCEC's complaint would inevitably lead to exactly that result. 

Under well settled principles of statutory construction, the Commission is a creature of statute, 

and such a sweeping grant ofjurisdiction cannot be sustained where there is any reasonable doubt 

as to its existence. 

WHEREFORE, for the reasons stated above, Seminole urges that LCEC's complaint and 

petition be dismissed for lack of jurisdiction. 

RESPECTFULLY SUBMITTED this 4th day of January, 1999. 

HOPPING GREEN SAMs & SMITH, P.A 

By: -0. F 
Richard D. Melson (Fla. Bar #201243) 
123 South Calhoun Street (32301) 
P.O. Box 6526 
Tallahassee, FL 32314 
(850) 425-2313 

and 

Robert A. Mora @la. Bar # 21 1648) 
Allen, Dell, Frank and Trinkle, P.A. 
101 East Kennedy Boulevard, Ste. 1240 
P.O. Box 21 11 
Tampa, FL 3 3 60 1 
(813) 223-5351 

ATTORNEYS FOR SEMINOLE 
ELECTRIC COOPERATIVE, INC 

118616.3 -13- 
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CERTIFICATE OF SERVICE 

I HEREBY CERTIFY that a true and correct copy of the foregoing was served on the following 
by U.S. Mail this 4th day of January, 1999. 

John A. Noland Cochran Keating 
Henderson, Franklin, Starnes & Holt, P.A. 
17 15 Monroe Street 
P.O. Box 280 
Fort Myers, FL 33902-0280 

Kathleen C. Lake 
Vinson & Elkins L.L.P. 
1001 Fannin, Suite 2300 
Houston, TX 77002 

Division of Legal Services 
Florida Public Service Commission 
2540 Shumard Oak Boulevard 
Tallahassee, FL 32399-0850 

Attorney 
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WHOLESALE POPER CONTRACT 

h 

. .  - 
AGREEMENT made as of May 22 ,  1975 between SE?lINOLE ELECIRIC 

COOPERATIVE, INC. (hereinafter called the "Seller"), a corporation or- 

ganized under the laws of the State of Florida and LEE COUNTY 

ELECTRIC COOPERATIVE, INC. (hereinafter called the "Member"), a cor- 

poration organized and existing under the laws of the State  of Florida. 

WHEREAS, the Seller proposes t o  construct and/or acquire e l e c  

t r i c  generating capacity and transmission f a c i l i t i e s  and may purchase 

o r  otherwise obtain transmission services and e l ec t r i c  power and energy 

for  the purpose, among others, of supplying e lec t r ic  power and energy 

t o  borrowers from the Rural Electrif ication Administration which are or 

may become m e m b e r s  of the Seller; and 

WHEREAS, the Seller has heretofore entered in to  o r  i s  about t o  

enter in to  agreements for  the sale of e l ec t r i c  power and energy similar 

i n  form t o  th i s  agreement w i t h  a l l  the borrowers which are members of the 

Seller and may enter into similar contracts with other such borrowers who 

may become members, and 

WHEREAS, the M e m b e r  desires t o  purchase e l ec t r i c  power and energy 

from the Seller on the  terms and conditions herein s e t  forth. 

NOW THEEFORE, i n  consideration of the mutual undertakings here- 

i n  contained the par t ies  hereto agree as follows: 

Exhibit 1-A 
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7 1. GENE-. The Seller shal l  s e l l  and deliver t o  the Member and the 
'-\ 

Member sha l l  purchase and receive from the Sel ler  a l l  e l e c t r i c  power and 

energy which the Member sha l l  require for  the operation of the Member's 

systes within the State of Florida t o  the extent tha t  the Se l le r  sha l l  

have such power and energy and f a c i l i t i e s  available; provided, however, 

that  the Member sha l l  have the r ight  t o  continue t o  purchase e l ec t r i c  

power and energy under any existing contract o r  contracts with a supplier 

other than the Seller during the remainder of the term thereof. I f  the 

Member continues t o  purchase e lec t r ic  power and energy under a contract 

or contracts with a supplier or suppliers other than the Sel ler ,  then 

the power and energy purchased under such contract or contracts sha l l  

be paid for by Seller for the account of the M e m b e r ,  and the M e m b e r  shall 

- 

..7 
.._ , 

be bil led by Seller for  such power and energy i n  accordance with the 

tenns and conditions of Section 4 hereof. The Member s h a l l  terminate, 

if the Seller s h a l l ,  w i t h  the approval or  a t  the direction of the 

ndministrator of the Rural Electrif ication Administration (hereinafter 

called the "Administrator") so request, any such existing contract o r  

contracts with a supplier other than the Seller a t  such times as it may 

legally do so, provided the Seller sha l l  have sufficient e l e c t r i c  power 

and energy f a c i l i t i e s  available for the Member. 

2 .  ELECTRIC CHARACTERISTICS AND POINTS OF CONNECPION. Electr ic  power 

and energy t o  be furnished hereunder sha l l  be sixty Hertz alternating 

current. 

2 
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A s  used i n  this Agreement "Points of Connection" sha l l  be those 

points where the system of the Member i s  connected t o  the trpnsmission 

system that Seller has from time t o  time ownership of or  rights t o  deliver 

power and energy through. 

The Member s h a l l  keep the Seller advised concerning anticipated 

loads a t  established Points of Connection and the need for additional 

Points of Connection by furnishing the Seller by November 1 of each year 

a revised "Schedule A" substantially i n  the form attached hereto. 

The i n i t i a l  Point or Points of Connection and the i r  i n i t i a l  

delivery voltages sha l l  be as s e t  forth in "Schedule B" attached hereto 

and made a pa r t  hereof. 

delivery voltages may be established by mutual agreement of the Member 

and the Seller,  and "Schedule B" sha l l  be revised accordingly. 

Other Points of Connection and the i r  i n i t i a l  

3. DELIVERY FACILITIES. The Seller sha l l  be responsible for  the f a c i l i t i e s  

t o  deliver power and energy t o  the Point or  Points of Connection. 

Member sha l l  be responsible fo r  providing the f a c i l i t i e s  necessary t o  take 

and use the power and energy from the Point or  Points of Connection. 

parties sha l l  provide and maintain, or cause t o  be provided and maintained, 

switching and pratective equipment which may be reasonably necessary to  

protect the system of the other. Meters and metering equipment shal l  be 

furnished, maintained, and read, or  caused t o  be furnished, maintained, 

and read, by the Seller. 

The 

The 

3 
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4. RATE. The Member sha l l  pay the Sel ler  for  a l l  e l ec t r i c  power and 

energy furnished hereunder a t  the rates  and on the terms and-con.fitions 

s e t  forth below: 

(a) The ra te  to the Member sha l l  be composed of the Monthly 

Billing Cost plus or  minus a Member Adjustment Factor: 

(i) The Monthly B i l l i n g  Cost sha l l  be the computed cost 

t o  Member as i f  the Member's total monthly power and energy supply had 

been purchased directly from a supplier o r  suppliers other than the 

Seller under applicable wholesale r a t e  schedules. The applicable 

wholesale ra te  schedule sha l l  be the rate  schedule of supplier serving 

the terr i tory i n  *ich the Point of Connection of the Member is  located. 

(ii) The Member Adjustment Factor sha l l  be obtained by 

multiplying the difference between the Seller's t o t a l  costs and the sum 

of the Monthly B i l l i n g  Costs for  a l l  Embers by the r a t i o  of the Member's 

monthly energy requirements t o  the t o t a l  monthly energy requirements of 

a l l  members of Seller. 

(b) The Board of Trustees  of the Seller sha l l  ensure that 

revenues produced by the rate  fo r  e lec t r ic  power and energy furnished 

hereunder and under similar agreements w i t h  other members sha l l  be 

sufficient,  but only suff ic ient ,  w i t h  the revenues of the Seller from 

a l l  other sources, t o  meet the cost of the operation and maintenance 

(including without limitation, replacements, insurance, taxes and 

administrative and general overhead expenses) of the generating plant(s) ,  

4 
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transmission system, and related f a c i l i t i e s  of the Seller,  t o  meet the 

cost of purchased power and transmission services, t o  make payments on 

account of principal and in t e re s t  on a l l  indebtedness of the Seller,  and 

t o  provide for the establishment and maintenance of rezsonable reserves. 

Without limiting the generality of the foregoing, the revenues produced 

by the ra te  sha l l  be such as will enable the Sel ler  t o  comply w i t h  all 

mortgage requirements as they may ex i s t  from time to.time. The Sel ler  

sha l l  cause a notice i n  writing t o  be given t o  the Member and other 

m e m b e r s  of the Sel ler  and the A&inistrator which sha l l  set out a l l  

proposed revisions i n  the wholesale ra te  schedules used i n  determining 

t h e  Monthly Billing Cost and any revisions affecting the maintenance 

of reasonable reserves w i t h  the effective date thereof, which sha l l  be 

not less  than th i r ty  (30) nor more than forty five (45) days a f t e r  the 

date of the notice, and s h a l l  s e t  forth the basis upon which such 

revisions are  proposed; provided, however, t ha t  no such revision s h a l l  

be effective unless approved i n  writing by the Administrator. 

5. METER READINGS AND PAYMENT OF BILLS. The Seller sha l l  read meters 

monthly, or cause meters t o  be read monthly. 

furnished hereunder sha l l  be paid for  a t  the off ice  of the Sel ler  within 

ten (lo) days a f t e r  the b i l l  therefor is  mailed t o  the Member. I f  the 

Member shal l  f a i l  to  pay any such b i l l  within such ten-day period, the 

Sel ler  may discontinue delivery of e lec t r ic  power and energy hereunder 

upon f i f teen  (15) days' written notice t o  the Member of i t s  intention 

so t o  do. 

Electr ic  power and energy 

5 

e -  
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6. METER T E S T I N G  AND B I L L I N G  ADJUSTMENT. The Seller sha l l  t e s t  and 

calibrate meters, or s h a l l  cause such meters t o  be tes ted and calibrated, 

by comparison w i t h  accurate standards a t  intervals of twelve (12) months. 

The Seller sha l l  also make, or cause t o  be made, special meter t e s t s  a t  

amy time a t  the Member's request. The costs of a l l  tests s h a l l  be borne 

by the Seller; provided, however, tha t  i f  any special meter t e s t  made a t  

the Member's request sha l l  disclose tha t  the meters are  recording accurately, 

the Member sha l l  reimburse the Seller for  the cost of such tes t .  Meters 

registering not more than two percent ( 2 % )  above or below normal sha l l  be 

deemed t o  be accurate. 

disclosed by t e s t  t o  be inaccurate sha l l  be corrected for  the th i r ty  

(30) days previous to  such t e s t  i n  accordance with the percentage of 

inaccuracy found by such test. If any meter sha l l  f a i l  t o  register for 

-7 
7 
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The readings of any meter which sha l l  have been 

._I 

any period the Member and the Seller sha l l  agree as to the amount of 

power and energy furnished during such period and the Sel ler  sha l l  render 

a b i l l  therefor. 

Y. NOTICE OF METER READING OR TEST. The Seller sha l l  notify the Member 

i n  advance of the time of any meter reading o r  test so t ha t  the Member's 

representative may be present a t  sucfi meter reading or t e s t .  

8 .  RIGHT OF ACCESS. Duly authorized representatives of e i the r  party 

hereto sha l l  be permitted t o  enter the premises of the other party hereto 

a t  a l l  reasonable times in  order t o  carry out the provisions hereof. 

9. CONTINUITY OF SERVICE. The Seller sha l l  use reasonable diligence t o  

- 
6 
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deliver a constant and uninterrupted supply of e l e c t r i c  poser and energy 

hereunder. 

interrupted, or becone defective, through a c t  of God or the public enemy, 

or because of accident, labor troubles, or any other cause beyond the 

control of the Seller,  the Se l le r  sha l l  not  be l iab le  therefor o r  fo r  

damages caused thereby. 

If the su2ply of e l ec t r i c  power and energy shalL-fal l  o r  be 

10. TERH. 

writing by the A h h i s t r a t o r  and sha l l  remain i n  e f fec t  f o r  a term of 

forty-five (45) years and thereafter u n t i l  terminated by e i ther  party's 

giving t o  the other not less  than three year's w r i t t e n  notice of i ts  

intention t o  terminate. 

service hereunder and the obligation of the Hember to pay therefor sha l l  

cmence upon Se l le r ' s  making service available to Member hereunder. 

This Agreement s h a l l  become effective only upon approval i n  

Subject t o  the provisions of Art ic le  1 hereof, 

.- 
EXECUTED "HE day and yeax f i r s t  above mentioned. 

VE, INC. 

'PRESIDENT ' 

LEE COUNTY ELECTRIC COOPERATIVE, INC. 

BY . I  '. 
.-- .-~-/ +--- 
/ >&*. 
,I I .  7 

.. . ^  
'. . PRESIDENT -.' 

ATTEST: 

-I - -  _--___ 
SEC&ARY 

7 
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SCHEDULE A 
TO WHOLESALE POWER CONTRACT 

EXISTING AND PROPOSED DELIVERY POINT LOAD REQUIREMENTS 
AND DELIVERY VOLTAGES 

NAME OF MEMBER: 

DATE: May 22, 1975 

Existing Delivery Points 

LEE COUNTY ELECTRIC COOPERATIVE. INC. 

Voltage of 
De livery 

1. 
2. 
3. 
4. 
5. 
6. 

Sheet ) of 2 
- ) .  

I\ 

Indicate Year of Estimated Peak Load From Above Date 

Name 
Change and New 1975 1976 1977 1979 1984 
Voltage if Any 1Yr. Hence 2Yrs.Hence 3Yrs.Hence 5Yrs.Hence 10Yrs. Heltce 

Lee 138 KV 
Buckingham 138 KV 
Belle Mead (Marco) 138 KV 
Suncoas t 69 KV 
Bayshore 138 KV 
North Fort Myers 69 KV 

TOTALS 

96.1 
33.7 
14.1 
4.9 
7.9 
20.3 

177 W 

- 

110.6 
38.8 
16.3 
5.7 
9.1 
23.5 

204 MW 

- 

126.9 
44.5 
18.7 
6.5 
10.5 
26.9 

234 W 

- 

164.8 
57.8 
24.3 
8.5 
13.6 
34.9 

304 MW 

- 

304.2 
106.7 
44.8 
15.7 
25.1 - 64.5 ) 

561 MW 

I 



Sheet 2 of 2 

SCHEDULE A 
TO WHOLESALE POWER CONTRACT 

EXISTING AND PROPOSED DELIVERY POINT LOAD REQUImNn 
AND DELIVERY VOLTAGES 

8 

Propoeed Delivery Points (No New Proposed Delivery Points) 

Voltage 
of 

Estimated Peak Load From Above Date 
Date Peak 1Yr. 2Yrs. 3Yrs. SYrs. 1OYr@ 5 - Location Delivery Required Load Hence Hence Hence Hence Hence ------ Name 

1. 

2 .  

3 .  

4. 

5 .  

6. 

7.  

8. 

9. 

10. 

f- 
m c a? 

JN 0 N E) 

\ 
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SCHEDULE B 

TO WHOLESALE POWER CONTRACT 

EXISTING DELIVERY POINTS 

NAME OF MEMBER: LEE COUNTY ELECTRIC COOPERATIVE. INC. 

DATE: MAY 22. 1975 

1. 
2.  
3.  
4 .  
5. 
6.  

Name - 
Lee 
Buckingham 
Belle Mead (Marco) 
Suncoast 
Bayshote 
North Fort Myers 

Voltage of 
De 1 ivery 

138 KV 
138 KV 
138 KV 

69 KV 
138 KV 

69 KV 

.. 
SEPA 

Allotment 

NONE 
NONE 
NONE 
NONE 
NONE 
NONE 

Date of Initiation 
Location of Service 

1973 
1958 
1967 
1973 
1971 
1949 

. .  

. .  
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SUPPLEMENTAL AGREEMENT 

AGREEMENT *de as of M~~ 2 2 ,  1975, between SEMINOLE ELECTRIC 
COOPERATIVE, INC. (hereinafter called the "Seller") LEE COUNTY ELECTRIC 
COOPERATIVE, INC. (hereinafter called the "Member"), and the United States 
of America, acting through the Administrator of the Rural Electrif ication 
Administration (hereinafter called the "Administrator) _ -  

WHEREAS, the Seller and the Member have entered in to  a contract 
fo r  the purchase and sa le  of e l ec t r i c  power and energy, which contract 
is attached hereto and is  hereinafter called the "Power contract"; and 

WHEREAS, the execution of the Power Contract  between the Member 
and the Seller is  subject t o  the approval of the Administrator under the 
terms of the loan contracts entered in to  with the Administrator by the 
Seller and the Member respectively; 

NOW THEREFORE, i n  consideration of the mutual undertakings herein 
contained, and the approval by the A d m i n i s t r a t o r  of the Power Contract, 
the par t ies  hereto agree as follows: 

1. The Seller, the Member and the A d m i n i s t r a t o r  agree that i f  
the Member, upon being r w e s t e d  t o  do so by the Sel ler  w i t h  the approval 
or a t  the direction of the Administrator, shall f a i l  to terminate any 
contract w i t h  a power supplier other than the Seller, as provided by 
Section 1 of the Power Contract, the Seller, or the Administrator i f  he  
sha l l  so elect, sha l l  have the r ight  to  enforce the obligations of the 
Member under the provisions of said Section 1 of the Contract by ins t i tu t ing  
a l l  necessary actions a t  law or suits i n  equity, including, without 
l imi t a t ion ,  suits for  specif ic  performance. 

2. The Member w i l l  not renew, amend o r  extend any such contract 
or contracts or  enter i n to  any new contract without approval of Seller and 
Administrator. 

I N  WTl't4ESS WHEREOF, the par t ies  hereto have caused th i s  Agreement 
t o  be duly executed as of the day and year f i r s t  above mentioned. 

SEMINOLE ELECTRIC COOPERATIVE, INC. 

BY +do k A  
~ P R E ~ I D E N T  

ATTEST: 

:. . J :. a 

SECRETARY 
LFE COUNTY ELECTRIC COOPERATIVE, INC.  . 

. I  / " . .  .-.l?,. -- 3 

ATTEST: -,&&- ~--~,, 
- 

SECRETARY 
UNITED STATES OF AMERICA 

\ 

Exhibit 1-B 

-. .. / t BY - 
ADMINISTRATOR 

OF 
RURAL ELECTRIFICATION ADMINISTRATIdJ 
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AMENDMENT NO. 1 

WHOLESfiLE POWER CONTRACT 

Th is  Amendment made t h i s  26 day o f  June , 1984, by  and between 

Seminole E l e c t r i c  Cooperat ive,  Inc .  ( c a l l e d  S e l l e r )  and L e e  County E lec t r i c  

( c a l l e d  Flember). 
Coopera t ive ,  Inc .  

WHEREAS. i n  1975, S e l l e r  and Member en tered  i n t o  a Wholesale Power Con- 

t r a c t  (Power Con t rac t )  and a Supplemental Agreement (Supplement); and 

WHEREAS, t h e  Power Con t rac t  con ta ined a s p e c i f i c  purchased power c o s t  f l o w -  

through p r i c i n g  mechanism f o r  power sa les  t o  Members; and 

WHEREAS, i t  i s  d e s i r a b l e  t h a t  t h e  Power Con t rac t  be amended t o  c l e a r l y  p ro-  

. v ide  f o r  a r a t e  s t r u c t u r e  respons ive  t o  S e l l e r ' s  ownership and opera t i on  o f  
- 
a - -  genera t ion  and t ransmiss ion  f a c i l i t i e s ;  and 

W E R E A S .  S e l l e r  i s  e n t e r i n g  i n t o  u n i f o r m  amendments w i t h  a l l  o f  i t s  Members. 

NOW, THEREFORE, i n  c o n s i d e r a t i o n  of these mutual  under tak ings  i n  s a i d  Power 

Contract  i t  i s  h e r e i n  agreed by  t h e  p a r t i e s  as fo l l ows :  

1. Sect ions  1, 4, and 5 o f  t h e  Power Con t rac t  between S e l l e r  and Member 

a r e  hereby amended t o  read i n  t h e i r  e n t i r e t y  as f o l l o w s :  

"1. GENERAL. The S e l l e r  s h a l l  s e l l  and d e l i v e r  t o  t h e  Mem- 
ber  and t h e  Member s h a l l  purchase and rece ive  f rom t h e  
S e l l e r  a l l  e l e c t r i c  power and energy which t h e  Member 
s h a l l  r e q u i r e  f o r  t h e  opera t i on  of t h e  Member's system 
w i t h i n  t h e  S t a t e  o f  F l o r i d a  t o  t h e  e x t e n t  t h a t  t h e  Se l -  
l e r  s h a l l  have such power and energy and f a c i l i t i e s  
a v a i l a b l e ;  prov ided,  however, t h a t  t h e  Member s h a l l  have 
t h e  r i g h t  t o  con t inue  t o  purchase e l e c t r i c  power and en- 
e rgy  under any e x i s t i n g  c o n t r a c t  o r  c o n t r a c t s  w i t h  a 
s u p p l i e r  o t h e r  than t h e  S e l l e r  d u r i n g  t h e  remainder o f  
t h e  te rm thereof .  The Member s h a l l  terminate,  i f  t h e  
S e l l e r  s h a l l ,  w i t h  t h e  approval  o r  a t  t h e  d i r e c t i o n  o f  

E x h i b i t  1-C 



the Administrator of the Rural Electrification Adminis- 
tration (hereinafter called the "Administrator") so re- 
quest, any such existing contract or contracts with a 
supplier other than the Seller at such times as it may 
legally do so, provided the Seller shall have sufficient 
electric power and energy facilities available for the 
Membe r . 'I 

"4. RATE. (a) The Member shall pay the Seller for all elec- 
tric power aRd energy furnished hereunder at the rates 
and on the terms and conditions set forth in Schedule C 
attached hereto (designated as Rate Schedule SECI-2 
adopted by the Board of Trustees of Seller on April 14, 
1983, and effective on February 1, 1984) and made a part 
hereof. 

(b) The Board of Trustees of the Seller at in- 
tervals as it shall deem appropriate, but in any event 
not less frequently than once in each calendar year, 
shall review said Schedule C including the related terms 
and conditions thereof for electric power and energy 
furnished hereunder and under uniform agreements with 
other Members and, if necessary, shall revise such 
Schedule C so that it shall produce revenues under ap- 
propriate terms and conditions which shall be suffi- 
cient, but only sufficient, with the revenues of the 
Seller from all other sources, to meet the cost of oper- 
ation and maintenance (including without limitation, re- 
placements, insurance, taxes and administrative and en- 
era1 overhead expenses) of the generating plant 9 s), 
transmission system, and related facilities of the Sel- 
ler, to meet the cost of purchased power and transmis- 
sion services, to make payments on account of principal 
and interest on all indebtedness of the Seller, and to 
provide for the establishment and maintenance of reason- 
able reserves. Without limiting the generality of the 
foregoing, the revenues produced by the rate shall be 
such as will enable the Seller to comply with all mort- 
gage requirements as they may exist from time to time. 
After the Board of Trustees of Seller has reviewed said 
Schedule C and any revisions are proposed, the Seller 
shall cause a notice in writing to be given to the Mem- 
ber and other Members of the Seller and the Administra- 
tor which shall set out all proposed revisions in Sched- 
ule C with the effective date thereof. which shall be 
not less than thirty (30) nor more than ninety (90) days 
after the date of the notice, and shall set forth the 
basis upon which such revisions are proposed. The Mem- 
ber agrees that the rates and terms and conditions from 
time to time established by the Board of Trustees of the 
Seller shall be deemed to be substituted for the rates, 
terms, and conditions herein provided and agrees to pay 
for electric power and energy furnished by the Seller $0 
it hereunder after the effective date of any such revi- 
sion at such revised rates, terms, and conditions; pro- 
vided, however, that no such revision shall be effective 
unless approved in writing by the Administrator." 
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"5. METER READINGS AND PAYMENT OF BILLS. The S e l l e r  s h a l l  
read meters monthly,  o r  cause meters t o  be read month ly .  
E l e c t r i c  power and energy fu rn i shed  hereunder s h a l l  be 
p a i d  f o r  i n  accordance w i t h  the  terms and c o n d i t i o n s  of 
Schedule C and as such terms and c o n d i t i o n s  may be md- 
i f i e d  f rom t ime t o  t ime  by the  Board o f  Trustees of t h e  
S e l l e r  as p rov ided i n  Sect ion  4 above." 

2. Notw i ths tand ing  any th ing  h e r e i n  t o  t h e  c o n t r a r y ,  t h e  p a r t i e s  agree 

t h a t ,  as a m a t e r i a l  inducement f o r  e n t e r i n g  i n t o  t h i s  Amendment, t h e  

i n i t i a l  Schedule C and a l l  subsequent amendments o r  r e v i s i o n s  t h e r e o f  

s h a l l  recognize and p r o v i d e  f o r  v a r i a t i o n s  i n  t h e  c o s t  o f  p r o v i d i n g  

s e r v i c e  a t  d i f f e r i n g  d e l i v e r y  vo l tages,  l o a d  f a c t o r s ,  and power f a c -  

t o r s ,  t h e  s p e c i f i c  p r o v i s i o n s  t h e r e f o r e  t o  be made i n  accordance w i t h  

g e n e r a l l y  accepted ratemaking standards.  

3. I n  a l l  o t h e r  respec ts  s a i d  1975 Con t rac t  i s  a f f i r m e d .  

4. T h i s  Amendment s h a l l  become e f f e c t i v e  upon execu t ion  o f  a u n i f o r m  

amendment w i t h  a l l  o t h e r  Members o f  S e l l e r ,  and upon approval  i n  w r i t -  

i n g  by t h e  A d m i n i s t r a t o r  o f  t h e  Rura l  E l e c t r i f i c a t i o n  Admin i s t ra t i on .  

-3- 7 3  
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A - _  
Executed the day and year first above wr i t ten .  

BY 
/--- 

ATTEST : 

Lee County Electric Cooperative, Inc. 
- 

.d 

J 
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M I S  MREIQIBNT. made as of s-ptcnber 22. 1987. a w n 7  
Lee County EleCtriC Cooperative. Inc. (hereltiafter called 
the 'Capany'). Seminole Electric Cmprratlve. Xnc. 
(hero1Mfter called the -Pouer Supplier') and thb IJrilted 
States of Amcrlca (herelnsfter called the 'ravernment'). 
actlng through the Admlnlstrator of the Rural Electrlfl 
cation AQllnlstration (herelnafter called the .ndrnlnls 
trator'). 

VrTNBSsm~: 

IVC 
I?*. 6.1 

WFRMS. the Caapan).. has heretofore borrwed funds from the Govern- 
ment, actlnq through th@ &&llnlmtrator, and in evldencc thereof h.w hrreto- 
fore duly  outhorlzed and executed, and has delivered to the  Oovernmcnt, or 
ha3 assumcd the payment of. notes (herelnaftar collectively called the 

I 'NOtCs') all payable to the order of the OWeT(YnC, of uhlch the certaln 
Notes more specifically ldentlfted ln Aqesndlx 8 attwhed hereto are  out. 
dtandlnq on the date hereof ,such, Notes belng herelnaCter coll-cf.lvely 
called the 'Cutstandlnq CcnpMy Notes'): and 

I &ERs;the C a p m y  and the P@wer Sdppller I iaw heretofore entered 
into a carteln contract for the purchase and male of electrlc power and 
energy, clhlch mntract. together ulth the amcndm4nts ape supplements thereto -. uhlch b v e  haretofore been entered into by the Company and Lhe Pover Slip- 
pl ier ,  1s attached to thlr Aqrement'as l j p p w  hereto (sitch contract. as 
it h4a heretofore been mended end nupplemented and as it n;of Iwreaftrr be 
mended or rupplmnted €ran tlme to tlme?, balnq herelnaCter ralled the 
% b h r a l e  P a w  contract'): and I 

1 ,; 
1 

, .  
. 

VHBREM, in reliance. In part, ripwi the corr*ny'* obllqatlony to 
the Power Suppller under the Wholesale Power Contract. the Government. act- 
ing throuqh the Ahlnlstrator, has heretofore made an4 guaranteed certaln 
loans to the m r  supplier. or has permltted the Power SUppLhr to assume 
certaln. Indebtedness of a thlrd party or partles to the GOVernmefiI created 
by a loan or loans theretofcre made by the Government. acting through the 
Admlnistrator, to such third party or partles. to flnance the acqulsltlon or 
constructlon or lnstallarlon of electric qeneratlnq plants OL transmlsslon 
systems,. or both. to meet the Company's !fqul.rements l o r  electrlc povor and 
energy: and 

YIIRRE&S. the indebtedness cE tho Power Suppller created by loans 
hereto€ore made or quaranteed by the Oovcrnmpnt Is evidenced by certaln Out- 
standing notes and any lndebtedness or th- P w e r  Suppllrr created by any 
loans h l c h  may hereafter be made or guaranteed by the Ooverriment s t ta l l  be 
evidenced by addltlonal i:otes (such outstotidlnq notes of the Youer Suypl l e r  
and addttlonal notes of the Power Suppllrr belnq herelnaftrr rollertlvely 
called the Vower Supplier Notes'): and 

Notes pursuant to Public Lau No. 99-5091 and 
WCRMS. the Company deslrcs I , '  ow 10 prepay the Oulstandlnq Company ! 

2/1954c/3 E x h i b i t  1 - D  
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K.h. 8.1 

VHQ(MS, the O O v e r m n t  has determlned to permlt t.he Cespany to 
prepay the (lutstandirig Company Notes on the terns and' conditions contained 
In a'certaln agreoment betwen the Government, acting through the Adninls- 
trator, aid the -MY,  vhlcti aqreement 1s attached to thls Agreement as 
m n d l x  E heroto (such aqrccmcnt belng herclnafter railed the 'Prepa}ment 
Agreo~ant~); and 

WiUIMS, one of the conditlons to the Ooverrmeril's pemls8lon to 
the Canpany to prepay the Outstandlnq Caapany Notes. as set forth In the 
Prepayment Agreement. is that the Canpmy shall provlde the Government wlth 
satlsfactory assurances that the company will contlnue to m e t  lts obllga- 
tlons to thb Povcr supplier under the Wholesale povcr contract during the 
term of the Wholesale Power contract. as such term may be amended and ex- 
tended €ran t h e  to time. 

YOY, m E m K ,  for and In conslderatton of the mutual a g r m n t r  
heroin --.italned and Eo; :her good and valuable conslderatlon. the recelpt 
of rrhlch '18 hOrbby acknovledyed. the Company. the P w e r  Supjller'and the 
( T o y e m n t  agrbe as follovs: 

SBCTIOW 1. 

The Company agrees that. for 30 long as the Wholesale Pwer con- 
tract shall be in effect between the Company and the Pover Suppller. the 
Cmpany wlll not, wlthout the approval in wrltlnq nE *he Pover Suppller and 
the Admlnlstrator. take or suffer to be taken any steps for reorganlzatlon 
or to consolidate with or merge Into any corporatlon, or to sell, lease or 
transfer (or mako m y  agreement therefor) ali or n substantlal portion of 
l tr  assotm, uhethor iluv Guned cr hereafter arqulrcd. Notwlthstandlnq the 
foregoing, the Company may take or suffer to be taken any sLrgs fcr r-organ-. 
lzatlon or .to consolidate wlth or merqc into any ccrporatlon. or to sell, 
lease or transfer (or make arty aqrcemcnt therefor) e l l  or n substantial por- 
tton OE lts a~set8). whether MXJ m e d  or hereafter acqiilred. so lonq as the 
cmpany #hall pay such portlon of  the outstandlrig Indebtedness evldcncr4 by 
the power Supplier Notes at the time outstandlnq, as w e l l  as other ohllqa- 
tlnms and COcmlCments of the Pover Suppller at the time cxlsrlng. as ghall 
be detemlnod by ,the P m e r  Supplier w l t h  thr p r l o r  vrlttcn consent of lhc 
Admlntstrrtor and shall otherwise comply wltb lurh rcasmnhIe terms and con- 
ditloris a8 the Adminlstrator and the Power Rupplter may requ i re .  

Llmltatlons orlJransfer8 OC tho c a a ~  m y ' s  A m  

I 

SGCTLON 2. 

n\o Canpany agrees that the fallure or threatened fallure of the . 
spec1 f lc P e - r folmaac_..A.~4~~a~ 

company to comply with the terms of Sectton 1 of this Aqreemcnt will CaU8b 
irreparable lnjury to the Povcr siippller ann the Government vhlch cannot 
propnrly or adequately be c&peri?a*4 by tho mere payment of money. mere- 
fore, the Caxpany agrees .that, In the event of a breach or threatened breach 
e( tte t e r m  of sectlon 1 of thls Aqreernent by the Cmpany. nIt!ier thr Power 

76 



n 
I 
I 

i 

! 

IVC 
Rxh. B.1 

t .  

I . ,  
1 

Supplier or tha W e rnment, or both of them, Jhdll bave the rlqht. In addi- 
tion to any other remedies that may be avallablr l o  either of them judi- 
clally, to obtain Ira any competent court a dccrre rnjolnlng such hreach or 
threatened breach oE the terms nf sectlon I of  thl.: Agr-m-nr o r  1 decrm 
DrovfdlnQ that the terms of Scctlon 1 of thls Aqreemerlt be SpeclflCellY 

! . .  
! 

I , .  

This Agreement shall survive the P M C c  Supplier's paymrnt ln full 
oC the Power Supplier Notes: provided. h O W v e ~ .  that In the event that the 
Parsr Supplier shall pay In full the Power Supplier Notes. the Gwrrnmcnt 
shall be deemed no longer to be a party to thls Rqreement and nrlthcr the 
Oaverraant nor the kdmlnlstrator shall have any rlqhts hercumlet. 

i 

IN YImBss vIIF..EOF. the Capany, the Pouer Wpplicr ond the  Govern 
want, act- thrwgh'the Admlnlstrator. have caused this Agreement to bc 
duly executed as of the day and year first above menttoned. 

: I  
I 

(SEAL 1 LEE covwTy etgCn IC QxlPERATIVE, INC. 
CaPpanr I 

-v// ,! 
i 

i 
1 '  

I ,  I,': ,UNITED STATES OF AMERICA 

By: 

of 
. ~ u r a t  Rlectriflcetlon AddniStCatiUI 

- 3 -  
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SUPPLEMENTAL AGREEMENT 

This SUPPLEMENTAL AGREEMENT is made as of September d9 ,1995, 
between SEMINOLE ELECTRIC COOPERATIVE, MC., (hereinafter called the "Seller"), a 
cooperative corporation organized and existing under the laws of the State of Florida, its successors 
and assigns; LEE COUNTY ELECTRIC COOPERATIVE, MC., (hereinafter called the 
"Member"), a cooperative corporation organized and existing under the laws of the State of Florida, 
its successors and assigns; and the UNITED STATES OF AMERICA (hereinafter called the 
"Government"), acting through the Administrator of the Rural Utilities Service, formerly the Rural 
Electrification Administration, (hereinafter called the "Administrator"). 

WHEREAS, the Seller and the Member entered into a Wholesale Power Contmct, dated May 
22, 1975, as supplemented and amended by Supplemental Agreement, dated May 22, 1975, 
Amendment No. 1 to Wholesale Power Contract, dated June 26,1984, and Supplemental Agreement. 
dated September 22, 1987, which by this reference are incorporated herein and are hereinafter 
collectively called the "Power Contract"; and 

WHEREAS, the Seller has constructed and/or acquired in the past and intends to construct 
and/or acquire in the future, electric generating capacity, transmission facilities, transmission 
services and electric power and energy for the purpose among others, of supplying electric power 
and energy to its members; and 

WHEREAS, the Seller has financed and may, in the future, finance such construction in 
whole or part through loans made or guaranteed by the Government; and 

WHEREAS, the indebtedness created by such loans and loan guarantees made by the 
Government is evidenced, and with respect to future indebtedness, shall be evidenced, by certain 
notes (hereidler collectively called "Notes") secured by the Supplemental Mortgage and Security 
Agreement and Financing Statement made by and among the Seller, the Government and the 
National Rural Utilities Cooperative Finance Corporation, (said Supplemental Mortgage and 
Security Agreement and Financing Statement as it may have been heretofore or may be hereafter 
amended, supplemented andor restated ffom time to time being hereinafter called the "Mortgage"); 
and 

WHEREAS, the Government has agreed to make the loans and loan guarantees to the Seller, 
evidenced by the Notes, on the condition that the Seller and the Member enter into this Supplemental 
Agreement; and 

WHEREAS, the Government is relying on said Power Contract and similar contracts 
between the Seller and other borrowers from the Rural Utilities Service to %sure that the Notes are 
repaid and the purposes of the Rural Elecaification Act of 1936. as amended, are carried out and the 
Seller and Member by executing this Supplemental Agreement. acknowledge this reliance; 

NOW THEREFORE, in consideration of the mutual undertakings herein contained and in 
consideration of the Government's loans and loan guarantees made to or on behalf of the Seller the 
parties agree as follows: 
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7 1. The Seller, the Member and the Administmior agree that if the Member shall fail to 

comply with any provision of the Power Contract, the Seller, or the Administrator, if the 
Administrator so elects, shall have the right to enforce the obligations of the Member under the 
provisions of the Power Contract by instituting all necessary actions at law or suits in equity, 
including, without limitation. suits for specific performance. Such rights of the Administrator to 
enforce the provisions of the Power Contract are in addition to and shall not limit the rights which 
the Adminimtor shall otherwise have as third-party beneficiary of the Power Contract or pursuant 
to the assignment and pledge of such Power C o n a t  and the payments required to be made 
thereunder as provided in the Mortgage. The Government shall not, under any circumstances 
assume or be bound by the obligations of the Seller under the Power Contract except to the extent 
the Government shall agree in writing to accept and be bound by such obligations. 

2. In the event the Seller shall pay the Notes in full. the Government shall no longer be 
deemed to be a party to this Supplemental Agreement and neither - the Government nor the 
Administrator shall have any rights hereunder. 

3. This Supplemental Agreement may be simultaneously executed and delivered in N o  
or more counterparts. each of which so executed and delivered shall be deemed to be an original. and 
all shall constitute but one and the same instrument, 

- IN WITNESS WHEREOF, the parties hereto have caused this Supplemental Agreement to 
be duly executed as of the day and year first above written. - 

-.., 

ATTEST: 

By: 

Title: President 

L@A Secretary 

LEE COUNTY ELECTRIC COOPERATIVE. MC. 

B y = f 2 9 , ,  4 ,’ ., , dA-&J4& 
John A .  Nolahd omks G. Drake 
Assistant Secretary I 

I 

(corporate seal) 

ATTEST: - 
J 

UNITED STATES OF AMERICA 

~ 

, d2..<: .- 
, . ,  , 
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USDA a m  n 

United Staler Department of Agrlculture 
Rural Development 

Rural Business-CooperatNe Service - Rural Housing Sewice - Rural Utiliiies Service 
Washington. DC 20250 

Mr. Richard J. Midulla 
Executive Vice President 
and General Manager 

Seminole Electric Cooperative, Inc. 
P. 0. Box 272000 
Tampa, Florida 33688-2000 

Dear Mr. Midulla: 

The Rural Utilities Service (RUS) is in receipt of your letter of October 19, 1998, 
submitting Seminole Electric Cooperative, Inc.'s (Seminole) proposed wholesale rate 
revision, designated as Rate Schedule SECI-7, under the terms of the Memorandum of 
Understanding between RUS and Seminole dated February 11, 1997. With an 
effective date of January 1, 1999, RUS has found the proposed rate revision to be 
acceptable and acknowledges your disclosure that Seminole is unable to achieve a 
Times Interest Earned Ratio (TIER) of at least 1.05 or a Debt Service Coverage (DSC) 
of at least 1 .O for each of the three calendar years immediately preceding this rate 
decrease as a result of declining revenues. RUS has determined that Seminole's 
inability to achieve TIER or DSC requirements as they pertain to the design of rates 
described in Section 4.15 of the Mortgage is not within itself detrimental to the 
government's loan security. 

Sincerely, 

-. 
_/C' 

. ,. I - . -  

THOMAS L. EDDY 
Director 
Power Supply Division 
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:. e l c c t r i c  systems a n d  r u r a l  ) 

) .. e l e c t r i c  c o o p e r a t i v e s .  
) 

?. 

7. 1,  ,. 
J 

RESPONSE TO ORDER INITIATIXG INVESTIGATION 

Comes  now SEMINOLE ELECTRIC COOPERATIVE, INC. ,  a 

F l o r i d a  c o r p o r a t i o n  h e r e i n a f t e r  " S e m i n o l e " ,  by and t h r o u g h  

i t s  u n d e r s i g n e d  a t t . o r n e y s ,  a n d  f i l e s  i t s  r e s p o n s e  t o  O r d e r  No. 

6 3 2 7 ,  D o c k e t  NO.  770811-EU ( G I 1  o f  t h e  F l o r i d a  P u b l i c  S e r v i c e  

C o m m i s s i o n  h e r e i n a f t e r  " C o m m i s s i o n " ,  a s  follows: 

I .  

JURISDICTIONAL ISSUZ 

T h e  C o m m i s s i o n  does n o t  h a v e  g e n e r a l  j u r i s d i c t i o n  

o v e r  r u r a l  e lectr ic  eoopr ra t ives ,  as  s e t  f o r t h  i n  t h e  C o m m i s s i o n s  

own Order No. 6 9 9 9  o f  S e p t e m b e r  1 0 ,  19.:5, i n  D o c k e t  N o .  7 4 6 8 0 -  

C I  ( G I ) .  O r d e r  No. 6 8 9 9  a l s o  c s t a b l i s h e s  t h a t  t h e  L e g i s l a t u r e  

d i d  n o t  g r a n t  r a t e m a k i n g  j u r i s d i c t i o n  over  r u r a l  e lec t r ic  coopera- 

t i v e s  t o  t h e  C o m m i s s i o n .  T h e  o n l y  r a t e  j u r i s d i c t i o n  g r a n t e d  b y  

t h e  L e g i s l a t u r e  over r u r a l  e lec t r ic  cooperatives w a s  t h a t  g r a n t e d  

b y  S e c t i o n  3 6 6 . 0 4 ( 2 1  ( b )  i n  1 9 7 4  ar id  t h i s  w a s  1 i m j . t e d  t o  r a t e  

s t r u c t u r e  a n d  n o t h i n g  e l s e .  T h i s ,  of  course, c n l y  a p p l i e s  t o  

r e t a i l  r a t e  s t r u c t u r e s ,  a s  w h o l e s a l e  r a t e  r e g u l a t i o n  j u r i s d i c t i o n  

i s  s o l e l y  v e s t e d  i n  t h c  F e d e r a l  E n e r g y  R e g u l a t o r y  C o m m i s s i o n .  

S e m i n o l e  E l e c t r i c  C o o p e r a t i v e  is a r u r a l  e l ec t r i c  

coopera t ive  i n c o r p o r a t e d  u n d e r  t h e  l a w s  of t h e  S t a t e  o f  F l o r i d a ,  

b u t  i t  i s  o n l y  e n g a g e d  i n  t h e  g e n e r a t i o n  a n d  t r a n s m i s s i o n  of 

e l e c t r i c  e n e r g y .  T h e  o n l y  r3 tes  c h a r g e d  b y  i t  3re f o r  w h o l e s a l e  

e n e r q y ,  a s  i t  is i n  no  'way rngaqc.d i n  tlir busincns o f  d : s t r i h u t i n q  

e lec t r ic  c n c r q y  t o  c o n s u m e r s .  F o r  t h i c  r e a s o n  t h e  C o m m i s s i o n  

l a c k s  j u r i s d i c t i o n  o v e r  S e m i n o l e  E l ec t r i c  C o o p e r a t i v e .  to  t h e  

e x t e n t  of S e m i n o l e ' s  wholesale e n e r g y  g e n e r a t l o n  a n d  t r a a s m i s s i o n .  
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11. 

DEFINITION OF TATE STRUCT'JRE 

I n  v i e w  of t h e  f a c t  S e m i n o l e  s e l l s  n o  e lec t r lc  e n e r g y  

a t  r e t a i l  t o  c o n s u m e r s ,  r a t e  s t r u c t u r e s  w o u l d  n o t  be a v p l i c a b l e  

to  i t .  S e m i n o l e  w i l l  n o t  i n t e r p o s e  i t s  i d e a s  a t  t h i s  t ime a s  

t o  t h e  d e f i n i t i o n  of r a t e  s t r u c t u r e .  s i n c e  t h e  Commi . s s ion  l a c k s  

j u r i s d i c t i o n  o v e r  S e m i n o l e ,  a n d  a n y  s u c h  d e f i n i t i o n  b y  S e m i n o l e  

w o u l d  be g r a t u i t o u s .  

111. 

ELECTRIC SERVICES THAT FALL WITtIIN RATE 
STRUCTURE 

-I____._ 

f o r  t h e  r e a s o n  t h a t  r a t e  s t r u c t u r e  is not a p p l i c a b l e  

t o  S e m i n o l e ' s  w h o l e s a l e  r a tes ,  i t  w i l l  n c t  comment  u p o n  t h e  

e l e c t r i c  s e r v i c e s  w h i c h  f a l l  w i t h i n  t h e  d e f i n i t i o n  o f  r a t e  

s t r u c t u r e .  

IV . 
S e m i n o l e ,  h a v i n g  n o  r e t a i l  rates a n d  m a k i n g  n o  r e t a i l  

s a l e s  o f  e lec t r ic  e n e r g y  t o  c o n s u m e r s ,  h a s  n o  c u r r e n t  r e t a i l  

r a t e s  or c h a r g e s  to  f i l e  w i t h  t h e  F l o r i d a  P u b l i c  S e r v i r e  C o m m i s s i o n  

V. 

S c m i n o l e  r e s e r v e s  t h e  r i g h t  t o  r a i s e  a n y  j u r i s d i c t i o n a l  

i s s u e  or a n y  q u e s t i o n  i n v o l v i n g  r a t e  s t r u c t u r e  a t  s u c h  t ime a s  

a n y  o f  .it& t : u s j . n e s s  r e l a t i o n s  or d e a l i n g s  a re  d p t e r m i n e d  to b e  

5 u b j c c t  to t h e  j u r i . s d i c t . i o n  o f  t h e  F l o r i d a  P u b l i c  S e r v i c e  

C o m m i s s i o n .  

R e s p e c t f u 1 l : J  i , . ibmit :ed ,  

CHANDLE!I, O ' N E A L .  GRAY,  
LANG 6 HASWELL 

BY: 

l l e :  F l o r i d a  1 2 6 0 2  
y s  f Q r  S c m i n o l r  E l e c t r i c  

Coopcra t i v c  , I n c  . 
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Ms. Kat i e  Nichols ,  Chairman 
S t a t e  of F l o r i d a  
Pub l i c  Se rv ice  Commisslon 
F l e t c h e r  Uuilding 
101 East  Caines  S t r e e t  
Ta l l ahassee  FL 32399-0854 

. ., 
Earch la'; '1987 

Re: Docket No. 870053-EC 
Author i ty  NO, CE-86-39 
Rate structure changes of 
Sumter E l e c t r i c  C o o p e r a t i v e , t I n c .  

Dear Chairman Nichols:  

We have c a r e f u l l y  reviewed t h e  "Issue and Recommendation Summary" prepared by 
t h e  s t a f f  and t h e  comment l e t t e r  i s s u e d  by t h e  Commission in regard t o  Docket 
No. 870053-EC. In a d d i t i o n ,  we met w i t h  t h e  s t a f f  on February 18 t o  f u r t h e r  
d i s c u s s  t h e  s i t u a t i o n .  

We recognize t h a t  t h e  a l l o c a t i a n  of  t h e  small c.4I .Z)  a d d i t i o n a l  revenue 
requirement f o r  1987 d e v i a t e s  from s t a n d a r d  rate-making. 
p o i n t  o u t  i n  t h i s  l e t t e r ,  t h i s  approach was a one - t ine  e f f o r t  t o  avc id  s e r i o u s  
member r e l a t i o n  problems w i t h  our r e s i d e n t i a l  members due t o  a sma l l ,  b u t  v e r y  
unt imely,  r a t e  i n c r e a s e .  H i s t o r i c a l l y ,  we have been working toitard cost-based 
r a t e s  and p l an  t o  con t inue  t h a t  phi losophy i n  f u t u r e  r a t e  changes. 

Enclosed wi th  t h j s  l e t t e r  is a summary o €  o u r  last t h r e e  r a t e  changes c a l l e d  
"Analyais of 1983, 1984, and 1987 Rate  Studies" .  
t h e  fol lowing e x c e r p t s  and d e s c r i p t i v e  comments w i l l  demonstrate ou r  p a s t  
e f f o r t s  t o  ach ieve  cost-based r a t e s :  

However, a s  we w i l l  

Hopeful ly ,  t h i s  a n a l y s i s  and 

1983 Rate Change 

COS Ra t io  COS R a t i o  Rate 
C las s  Cusrent Rates  . Revised Rates  I n c l  (Dec) 

RS 93.69 43.04 5.71% 
GSND 99.64 103.27 3.64% 
GSD 101.63 102.41 .76% 
GSLD 117.08 , . -106.35 (9.16%) 
LTG ___ 87.64 . . u' ', ' 99.98 14.03% 

T o t a l  , 95.33 ; .;,, ::;'! ' . ..99.99 4.80% 
., . , ,  . . . .  .. . . .  . .  

COEIMENTS: With an o v e r a l l  r a t e  i n c r e a s e  requirement  of 4 . 8 8 % ,  
R e s i d e n t i a l  was i n c r e a s e d  by 5.71% t o  a c h i e v e  99.04% o f  c o s t  
w h i l e  GSLD was decreased by 9.16% t o  p a r t i a l l y  c o r r e c t  a s e r i o u s  
ove r  c o n t r i b u t i o n  ,by.: t h a t  c l a s s .  

.,. > 

P.O. BOX 301 S!lMTEAYILLE, : FLORIDA 342674301 . 904793.3801 
. ,  
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Ms. K a t i e  N i c h o l s  
March 12, 1987 
Page Two 

COS R a t i o  
C l a s s  Cur ren t  Ra te s  

RS 96.59 
GSND 100.89 
GSD 101.75 
GSLD 99.95 

78.23 LTG 
T o t a l  96.94 

- 

-- 

1984 Rate  Change 

COS R a t i o  Rate  
Revised Rates I n c l  (Dec) 

99.63 3.15% 
103.06 2.157; 
102.83 1 .Ob% 
99.95 0 

16.68% 91.27 
100.00 3.15% 

-- 

COEIMENTS: Th i s  r a t e  change r e q u i r e d  a n  o v e r a l l  i n c r e a s e  o f  
3 .15%, which was a l s o  t h e  i n c r e a s e  a p p l i e d  t o  t h e  R e s i d e n t i a l  
c l a s s .  The GSND and GSD classes r e c e j v e d  i n c r e a s e s  of 2.15% 
and 1.06% r e s p e c t i v e l y .  The GSLD class  was ].eft unchanged. 
The L igh t fng  c l a s s ,  which was s u b s t a n t i a l l y  below c o s t  (78.23% 
COS R a t i o ) ,  was i n c r e a s e d  by 16.68%. t h e  maximum deemed p r a c t i -  
c a l  a t  t h e  time.. 

1987 Rate  Change 

COS R a t i o  COS R a t i o  Rate  
C l a s s  Cur ren t  Rates Revised Ra te s  Inc f  (Dec) - 
RS 
GSND 
GSD 
GSLD 
LTC 

97.27 
105.51 
104.32 
108.18 
123.21 

T o t a l  99 * 59 

97.27 
110.07 
109.07 
101.41 
123.21 
100.00 

0 
4.32% 
4.55% 

(6.25%) 
0 

.41z 
_- 

COI.IMENTS: 
a s  w i l l  be  d i s c u s s e d  i n  d e t a i l ,  s p e c i a l  c i r c u n s t a n c e s  i n v o l v i n g  
t h e  R e s i d e n t i a l  and GSLD c l a s s e s  d i c t a t e d  a d e v i a t i o n  from 
p u r e l y  cos t -based  ra tes .  

The r e q u i r e d  o v e r a l l  i n c r e a s e  was on ly  . 4 1 % ;  however, 

The Coopera t ive ' s  e f f o r t s  t o  a c h i e v e  un i fo rm,  cos t -based  r a t e s  o v e r  t h e  pas t  
t h r e e  r a t e  s t u d i e s  have been  hampered by changes  i n  o u r  w h o l e s a l e  power rates.  
I n  1983, Semino le ' s  demand cha rge  was a p p l i e d  t o  each  of o u r  s u b s t a t i o n ' s  
nun-coinc ident  peak demands. I n  1984, t h e  n o n - c o i n c i d e n t a l  b i l l i n g  remained 
b u t  was supplemented by an a n n u a l  demand cha rge  a d d e r  based  upon each  
s u b s t a t i o n ' s  maximum non-coinc ident  peak demand d u r i n g  t h e  p r i o r  12 months. 
1987, Seminole  had J ropped  t h e  a n n u a l  demand a d d e r  and had changed t o  a 
c o i n c i d e n t  demand b i l l i n g .  
do ing  t h e  c o s t  s t u d i e s  and i s  a major  cost i t em,  t h e i r  w h o l e s a l e  b i l l i n g  
changes have had a major  impact  on t h e  class c o s t  r e l a t i o n s h i p s .  

Throughout t h e  p e r i o d  from Janua ry  1, 1984,  th rough J a n u a r y  1, 1987. SECO h a s  
worked d i l i g e n t l y  t o  c o n t r o l  costs and ,  t h u s ,  avoided  r a t e  i n c r e a s e s  i n  1985 
and 1986. However, t h e  small  i n c r e a s e  i n  1987 was a b s o l u t e l y  n e c e s s a r y .  The 
magnitude was s i g n i f i c a n t l y  d e c r e a s e d ,  however, by t e m p o r a r i l y  d ropp ing  our 
t a r g e t e d  T.I.E.R. l e v e l  from 2.00 t o  1.70. 

By 

S i n c e  demand c o s t  a l l o c a t i o n  is a major  concern  i n  
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With t h e  p reced ing  i n f o r m a t i o n  a s  background,  I o f f e r  t h e  f o l l o w i n g  comments 
r e g a r d i n g  t h e  1987 r a t e  changes:  

R e s i d e n t i a l  C l a s s :  By f a r ,  t h i s  is t h e  major  c l a s s  se rved  by 
SECO and ,  l i k e  o t h e r  u t i l i t i e s ,  is t h e  c l a s s  most f r e q u e n t l y  
below c o s t .  As d i s c u s s e d  p r e v i o u s l y ,  w e  have g i v e n  t h i s  
c lass  t h e  h i g h e s t  r a t e  i n c r e a s e  i n  each  of t h e  p r e v i o u s  two 
r a t e  i n c r e a s e s  t o  c c h i e v e  ra tes  ex t r eme ly  c l o s e  t o  c o s t .  
T h i s  y e a r ,  we f e l t ,  and s t i l l  f e e l , . t h a t  w e  cou ld  n o t  i n c r e a s e  
t h i s  c l a s s  due t o  t h e  s i g n i f i c a n t  d e v i a t i o n  between o u r  
r a t e s  and t h o s e  o f  t h e  a d j a c e n t  and i n t e r m i n g l e d  mun ic ipa l  
and investor-owned u t i l i t i e s ,  which have s i g n i f i c a n t l y  h i g n e r  
consumer d e n s i t i e s  t han  w e  have ,  

Although t h e  r e q u i r e d  i n c r e a s e  would have  been s m a l l ,  we f e e l  
t h e r e  a re  two major  impacts r e l a t e d  t o  r a t e  i n c r e a s e s  -- t h e  
economic impact  a n d .  t h e  p s y c h o l o g i c a l  impact .  
s i g n i f i c a n t ,  a d v e r s e  e f f e c t  of announcing r a t e  i n c r e a s e ,  
r e g a r d l e s s  of how small, we f e l t  i t  b e s t  t o  avo id  :he mass ive ,  
n e g a t i v e  p s y c h o l o g i c a l  impact  t h a t . w o u l d  be  g e n e r a t e d  t o  a c h i e v e  
a minimal economic r e t u r n ,  We dec ided  t o  w a i t  u n t i l  t h e  n e x t  
r a t e  increase was n e c e s s a r y  and t h e n  t o  r e t u r n  t o  our F 2 S t  and 
continuing long-range ph i losophy  o f . c o s t - b a s e d  rates.  

GSND 6 GSD CLASSES: S i n c e  1983, o u r  cost  of s e r v i c e  r a t i o s  f o r  
t h e s e  two c l a s s e s  have bee:) ex t r eme ly  good -- much b e t t e r  t han  
t h e  I O U ' s  c u r r e n t  r a t e  o f  r e t u r n  i n d e x e s  f o r  t h e s e s  c l a s s e s .  
T h i s  year ,  t h e i r  COS r a t i o s  were somewhat ove r  c o s t  u s i n g  
c u r r e n t  r a t e s  p a r t i a l l y  because  of  t h e  demand c o s t  a l l o c a t i o n  
d i f f e r e n c e s  r e s u l t i n g  from Seminole ' s  change t o  c o i n c i d e n t  demand 
b i l l i n g .  

For  t h i s  y e a r  o n l y ,  we dec ided  t o  r e c o v e r  t h e  needed a d d i t i o n a l  
revenue from t h e s e  two classes and move them t o  COS r a t i o s  of  
110.07 and 109.07 r e s p e c t i v e l y .  F o r , t h e  GS c l a s s ,  t h e  IOU's 
r a t e  of r e t u r n  indexes  range from 1.13 t o  1.95 -- 113 t o  195% 
o f  c o s t .  References  t o  t h e  I O U ' s  r a t e  of  r e t u r n  indexes  a r e  
made no t  as a j u s t i f i c a t i o n  of O U T  1987 revenue  a l l o c a t i o n ,  bu t  
s i m p l y  a s  a s t a t e m e n t  of f a c t .  U n f o r t u n a t e l y ,  a l l  media r a t e  com- 
p a r i s o n s  seem t o  be  made u s i n g  R e s i d e n t i a l  r a t e s  and v e r y  l i t t l e  
p u b l i c i t y  i s  g i v e n  t o  o t h e r  c lasses .  

Also c o n s i d e r e 4  i n  o u r  d e c i s i o n  t o  r e c o v e r  t h e  a d d i t i o n a l  revenue  
from t h e s e  c l a s s e s  were t h e  facts t h a t :  

Due to t h e  

1) t h e s e  two classes can r e c o v e r  t h e i r  e l e c t r i c  
c o s t s  in t h e  p r i c e s  of t h e i r  p r o d u c t s ,  which a re  
u l t i m a t e l y  p a i d  by r e s i d e n t i a l  consumers;  

many of the owners a r e  a l s o  r e s i d e n t a l  members who 
b e n e f i t  f rom t h a t  c lass '  r e l a t i v e l y  f a v o r a b l e  p o s i t i o n ;  

a l l  c lasses  b e n e f i t e d  from o u r  d e c i s i o n  t o  r educe  
t a r g e t e d  T . I . E . R .  f rom 2.00 t o  1.70: 

2 )  

3 )  
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4 )  t h e s e  c l a s s e s  had r e c e i v e d  nominal i n c r e a s e s  i n  1983 
and 1984 and no i n c r e a s e  i n  1985 and 1986. 

I n  s p i t e  o f  t h e  p reced ing  p o i n t s ,  I want  t o  s t r e s s  t h a t  i t  is no t  
O U T  l ong  range  i n t e n t i o n  t o  i n t e r m i n g l e  s o c i a l  economics i n t o  o u r  
rate-making. 
r e l a t i o n s h i p s  a t  t h e  ' time of o u r  nex t  r a t e  change ,  t h e s e  two 
c l a s s e s  w i l l  r e c e i v e  no i n c r e a s e s  o r ' v e r y  s m a l l  i n c r c a s e s  r e l a t i v e  
t o  t h e  R e s i d e n t i a l  c lass .  

GSLD(C.STD) C l a s s :  I n  1983, t h i s  c l a s s  was a t  a COS r a t i o  of 117.08. 
I n  1984, t h e  c l a s s  had dropped t o  a r a t i o  o f  99.95, b u t  by 1987, had 
i n c r e a s e d  t o  108.18. 

I n  t h e  summer of  1986, t h e  l a r g e  consumers s e r v e d  under  t h i s  r a t e  
c o l l e c t i v e l y  engaged t h e  s e r v i c e s  of  t h e  l a w  f i r m  o f  Lawson, 
McWhirter, Crandof f ,  h Reeves t o  pursue  ra te  r e l i e f  t o  make the i r  
r a t e s  c o m p e t i t i v e  w i t h  t h e  i n t e r r u p t i b l e  and  c u r t a i l a b l e  ra tes  
o f f e r c d  by t h e  IOU's t h roughou t  t h e  s t a t e .  F u r t h e r  compounding 
t h e  c o m p e t i t i v e  problem is t h e  f a c t  t h a t  t h e  IOU's r a r e l y  
i n t e r r u p t  o r  c u r t a i l  t h e  consumers on t h e s e  r a t e s  which h a s  t h e  
e f f e c t  o f  g i v i n g  t h e m  f i r m  power a t  d i s c o u n t e d  r a t e s .  

These consumers made i t  q u i t e  clear t h a t  t hey  had t o  have r a t e  
r e l i e f  o r  t hey  would c l o s e  down t h e i r  o p e r a t i o n s  o r  b u i l d  t h e i r  
own d i s t r i b u t i o n  f a c i l i t i e s  t o  t a k e  s e r v i c e  from F l o r i d a  Power 
Corpora t ion  on one of  t h e i r  " c u r t a i l a b l e  o r  i n t e r r u p t i b l e  r a t e s " .  
We b e l i e v e  they  were q u i t e  s i n c e r e  i n  o u t l i n i n g  t h e i r  a l t e r n a t i v e s .  

Although t h e  s t a f f  d i s a g r e e s  w i t h  oiir p o s i t i o n  t h a t  i n d u s t r i a l  
load  is g e n e r a l l y  bene f i c f .81  t o  a l l  c l a s s e s  of consumers ,  I 
b e l i e v e  they  w i l l  s u p p o r t  our  c o n t e n t i o n  t h a t  t h e  sudden l o s s  
of a l l  o r  a ma:or p a r t  o f  o u r  i n d u s t r i a l  l o a d  w i l l  have an 
a d v e r s e  a f f e c t  on a l l  c lasses  by r e q u i r i n g  them t o  cove r  a . 
g r e a t e r  p o r t t o n  of t h e  d i s t r i b u t i o n  a n d  t r a n s m i s s i o n  c o s t s .  

I n  o r d e r  t o  o f f e r  a c o m p e t i t i v e ,  cos t -based  rnte,  w e  des igned  
a General S e r v i c e  Time-of-Day ra te  t o  t a k e  advan tage  of 
Semino le ' s  change t o  c o i t x l d e n t  demand b i l l i n g  and t o  p a s s  
a long  t h e  s a v i n g s  c r e a t e d  by t h i s  class t o  t h e  c l a s s .  

T h i s  ra te  h a s  t e e n  w e l l  r e c e i v e d  by t h e  membcrs in t h i s  c l a s s  
and is al lowinl :  them t o  b e n e f i t  through lower  r a t e s  from t h e i r  
w i l l i n g n e s s  t o  o p e r a t e  o u t s i d e  of  o u r  peak  l o a d  hours .  

L i g h t i n g  ClasL: Although t h i s  class h a s  a COS r a t i o  of  123.21 
f o r  1987,  i t  h a s  been s i g n i f i c a n t l y  below c o s t  in p r i o r  y e a r s .  
We s u s p e c t  t h a t  t h i s  r a d i c a l s h i f t  in COS r a t i o  i s  t h e  r e s u l t  
of t h e  p r e v i o u s l y  d e s c r i b e d  change from non-coinc ident  t o  
c o i n c i d e n t  who lesa l e  demand b i l l i n g  and o u r  program oE r e p l a c i n g  
mercury vapor  f i x t u r e s  w i t h  sodium vapor  f i x t u r e s .  

We f u l l y  e x p e c t  t h a t  assuming t h e  same o r  s i m i l a r  c l a s s  
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Our e x i s t i n g  Cos t  of  S e r v i c e  Study methodology t r e a t s  a l l  l i g h t i n g  
a s  one common c l a s s  when, i n  f a c t ,  t h e r e  a re  s e v e r a l  d i f f e r e n t  
s i z e s  of  f i x t u r e s  w i t h i n  t h e  c lass .  To g e t  a b e t t e r  i n d i c a t i o n  
of t h e  t r u e  c o s t s  w i t h i n  t h e  c l a s s ,  we have engaged Mr. John 
!.ansing, o u r  r a t e  c o n s u l t a n t ,  t o  comple te  a f u l l  Cost  of S e r v i c e  
Study w i t h i n  t h e  L i g h t i n g  class.  

I f  t h i s  s t u d y  s u p p o r t s  t h e  f i n d i n g s  of  t h e  1987 g e n e r a l  s t u d y  
w i t h  r e g a r d  t o  t h e  L i g h t i n g  c l a s s  b e i n g  s u b s t a n t i a l l y  o v e r  
c o s t ,  w e  w i l l  p ropose  a t  t h e  time of  o u r  n e x t  r a t e  i n c r e a s e  
- .  t h a t  a r a t e  d e c r e a s e  b e  implemented for t h e  L i g h t i n g  c l a s s .  

We f u l l y  unde r s t and  t h e  s t a f f ' s  p o s i t i o n  r e g a r d i n g  o u r  1987 revenue x q u i r e m e n t  
o l l o c n t i o n s  and hope t h a t  t h e  p r e c e d i n g  d a t a  and comments demons t r a t e  o u r  
r easons  f o r  a l l o c a t i n g  a s  we d i d  and s u p p o r t  o u r  s t a t e m e n t s  t h a t  we have  
g e n e r a l l y  been working toward cos t -baaed  r a t e s  nnd  w i l l  c o n t i n u e  t o  do so. 

Just  f o r  comparison,  below i s  a t a b l e  of t h e  current  r c l n t i o n s h i p s  between our 
c l a s s e s  of  consumera and t h e  IOU's r e l a t i o n s h i p s  between c l a s s e s :  

C l a s s  
COS R a t i o  Rate of Re tu rn  Index  

FPL - Gulf - FPC - SECO - 
RS 
cs 
CSD/LD 
GSTD 
OL 

PX 
os-I11 

rs/cs 

97.27 
110.07 
109.07 
101.41 
123.21 - 

- 
- 

.97 
1 . 2 5  
.98 
.98 

.a9 .96 1.01 
1.95 1.13 1.13 
1.09 1.12 1.05 
1.07 . 9 1  1.00 

.95 .93 .82 1.03 
1.26 - .98 .73 - - - 1.03 - 3 . 0 9  - - 

While we  unde r s t and  t h e  s t a f f ' s  concern  t h a t  we a r e  i n c r e a s i n g  two classes 
which a r e  a l r e a d y  somewhat O V C K  c o s t  and l e a v i n g  an under  c o s t  c l a s s  a l o n e ,  I 
t h i n k  t h e  r e s u l t i n g  c lass  r e l a t i o n s h i p s  a re  v e r y  comparable  t o  t h e  IOU's. 

As you know, a C o o p e r a t i v e ' s  owners a re  i t s  member-consumers. Our pr imary  goal 
i s  t o  p r o v i d e  t h e  member-consumers w i t h  r e l i a b l e  s e r v i c e  a t  t h e  lowes t  p o s s i b l e  
c o s t  c o n s i s t e n t  w i t h  sound b u s i n e s s  p r a c t i c e s .  
good member r e l a t i o n s  among a l l  members i n c l u d i n g  t h e  CS, GSD, CSTD, and 
L i g h t i n g  classes. 
have had v i r t u a l l y  no c o m p l a i n t s  from t h e  GS and GSD c l a s s e s .  

A t  p r e s e n t ,  w e  have ex t r eme ly  

The r e v i s e d  ra tes  were implemented February  1, 1987, and w e  

We r e s p e c t f u l l y  re i ;ues t  t h a t  you n o t  r e q u i r e  u s  t o  d i s r u p t  t h i s  f r a g i l e  b a l a n c e  
by making u s  implement a R e s i d e n t i a l  i n c r e a s e  a n d / o r  a GSTD i n c r e a s e  a t  t h i s  
time. I n s t e a d ,  we  propose  t h a t  t h e  ra tes  p r e s e n t l y  i n  e f f e c t  s t a y  a s  t h e y  a re  
u n t i l  a n o t h e r  r a t e  i n c r e a s e  is r e q u i r e d ,  most l i k e l y  Janua ry  1, 1988. A t  t h a t  
time, we  commit t o  a R e s i d e n t i a l l n c r e a s e  and a c o n t i n u a t i o n  of  o u r  h i s t o r i c a l  
t r e n d  toward cos t -based  rates. 



?I r 

Ms 

Encl. 

EXHIBIT NO. 2 

Ms. Katie  Nichols  . 
March 1 2 ,  1987 

We a p p r e c i a t e  the s t a f f ' s  e f f o r t s  and c o u r t e s i e s  d u r i n g  t h i s  e v a l u a t i o n  process  
and urge t h e  Commission t o  g i v e  f avorab le  c o n s i d e r a t i o n  t o  t h e  d a t a  i n  t h e  
l e t t e r  i nc lud ing  t h e  f a c t  t h a t  s i g n i f i c a n t  r a t e  d i s p a r i t y  between c l a s s e s  of 
consumers p r e s e n t l y  e x i s t s  a t  each of t h e  investor-owned u t i l i t i e s .  

We f u r t h e r  ask t h a t  you cons ide r  o u t  s t a t e d  and demonstrated philosophy toward 
cost-based r a t e s  and g r a n t  ou r  r eques t  t o  l e a v e  t h e  e x i s t i n g  r a t e s  i n  p l a c e .  

S i n c e r e l y ,  

SUMTEK ELECTRIC COOPERATIVE, INC. 
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. John E. Horne, Exe. V.P.  & Gen. Mgr., F l o r i d a  Rura l  E l e c t r i c  
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