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Diamond Williams \ I OCA l-~cl 
From: Rhonda Dulgar [rdulgar@yviaw.net] 
Sent: 

To: 
Subject: 

Attachments: 1 10041 .Marianna,Resp2StaffI stDataReq.3-15-11 .pdf 

Tuesday, March 15, 201 1 3:43 PM 
Beth Keating; J.R. Kelly; Cecilia Bradley; Filings@psc.state.fl,us; Pauline Evans; Schef Wright 
Electronic Filing - Docket 110041-El 

a. Person responsible for this electronic filing: 

Robert Scheffel Wright 
Young van Assenderp, P.A. 
225 South Adam Street, Suite 200 
Tallahassee, FL 32301 

swriaht@yvlaw.net 
(850) 222-7206 

b. 110041-E1 
I n  Re: Petition for approval of Amendment No. 1 to Generation Services Agreement with Gulf Power 
Company, by Florida Public Utilities Company. 

c. Document being filed on behalf of the City of Marianna, Florida. 

d. There are a total of 15 pages. 

e. The document attached for electronic filing is The City of Marianna's Responses to the Commission 
Staffs Data Request to City of Marianna. 

(see attached file: 110041.Marianna.Resp2StafflstDataReq.3-15-ll.pdf ) 

Thank you for your attention and assistance in this matter. 

Rhonda Dulgar 
Secretary to Schef Wright 
Phone: 850-222-7206 
FAX: 850-561-6834 

3/15/2011 
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THE CITY OF MARIANNA'S RESPONSES TO THE COMMISSION 
STAFF'S DATA REOUESTS TO CITY OF MARIANNA 

As requested by the Commission Staffs letter to the City of Marianna's counsel on March 1, 

201 1, the City hereby responds to the Staffs March 1 data requests as follows. 

PRELIMINARY STATEMENT 

The City's responses to the Staffs data requests are presented below, in bold type 
following each of the Staffs data requests. PLEASE NOTE that these answers are preliminary 
and based on what is known to the City at this time. The responses and answers may change as 
discovery progresses. 

RESPONSES 

1. The City's petition to intervene states: "The proposed rates to be charged under the Agreement 
for Generation Services (GSA) Amendment in the extension years, 2018 and 2019, are 
excessive and will result in FPUC's rates being unfair, unjust, and unreasonable." What is the 
basis for this statement? Give specific examples and provide documentation to support the 
statement. 

FPUC's customers in the Northwest Division currently pay the highest rates of any 
utility in Florida. See the attached PSC residential rate summary for investor-owned 
~(i l i t ies and also the attached rate summary for residential and commercial customers 
prepared and maintained by the Florida Municipal Electric Association. It is facially 
obvious from examination of FPUC's rates that the reason that FPUC's Northwest 
Division rates are so high is that its purchased power costs from Gulf Power are high. 
Relative to contracts that are currently available, and that have recently been negotiated 
for wholesale power purchases, the existing rates charged by Gulf Power are high and 
result in FPUC's payments, and thus the City's rates, being significantly above market. 
For example, examination of the Commission's current residential rate summary, 
"FLORIDA INVESTOR-OWNED UTILITIES, RESIDENTIAL ELECTRIC 
SERVICE - MONTHLY BILL - 1,000 KILOWA'IT HOURS, January - December 
2011," shows that the purchased power cost for a 1,000 kWh/month residential 
customer in FPUC's Northwest Division is $115.53; the actual average cost is greater 
than this because FPUC's residential customers pay Purchased Power Cost Recovery 
rates that are 1 cent per kwh greater @.e., 12553 cents/kWh) for consumption above 
1,000 k w m o n t h .  Based on information available to the City, including,ths a#$ao&i- r : :.' I 



excerpt from a report by WHH Enterprises regarding power supply options available to 
the Fort Pierce Utilities Authority, regarding other wholesale power contracts that have 
recently been negotiated in Florida, the City reasonably believes that the current price of 
wholesale power under recently negotiated wholesale power purchase contracts in 
Florida is in the range of $70 per 1,000 kwh. This means that FPUC is paying between 
$40 and $50 per 1,000 kwh more than cnrrent market contracts. 

The City already knows what demand charges in the existing "Generation Services 
Agreement" (the "PPAI') between Gulf and FPUC, and FPUC personnel have indicated 
to the City's consultant and other City personnel that the rates to be charged in the 
PPNGSA Amendment are similar to, or an extension (escalation) of the rates in the 
existing PPNGSA. Since the rates under the current PPNGSA are known to be 
significantly above market, and recognizing that relationships and conditions m ~ y  
change over time, the City believes that the best indicator of future relationships in the 
2018-2019 timeframe are the relationships that are known to exist currently, and 
accordingly, the City concludes that rates escalated into 2018 and 2019 from the current 
PPA rates will also be excessive. 

2. The City's petition to intervene states: "The structures of the demand and energy charges are 
inappropriate." what is the basis for this statement? Give specific examples and provide 
documentation to support the statement. 

The demand charges imposed on FPUC under the PPA have three unique features that 
contribute to the high rates being paid by FPUC. These features are: (a) the ratchet 
feature; @) the fact that the demand charges are imposed on a contractually calculated 
annual demand value rather than on FPUC's actual metered peak demand for each 
billing month; and (e) the application of the demand charges not onJy to FPUC's 
contractually estimated annual demand but also their application to a factored-up value 
for reserve capacity. To the best of the City's knowledge, these features are rare, and 
possibly unique, among wholesale power contracts in Florida. 

The structure of the demand charges is inappropriate because those charges are based 
on an annual estimated or calculated demand value, rather than on the actual demand 
imposed on Gulfs system by FPUC's Northwest Division. This is an inappropriate rate 
structure because it does not provide accurate incentives to FPUC, or to FPUC's 
customers, to reduce their usage during peak periods, which would thereby reduce the 
actual cost of providing electric service and save energy. Jn other words, the structure of 
the demand charges under the PPA is anti-energy-conservation because the demand 
charge is the same regardless of actual customer consumption during any given year. 

The structure of the energy charges is inappropriate because it is a flat rate for the entire 
year, rather than a set of rates that reflects actual differences in costs to provide service 
according to different times of the day, different days of the week, and different seasons 
of the year. This structure is inappropriate because the rates charged do not reflect the 
actual cost to provide electric service on a seasonally or timedifferentiated basis. In 
turn, this flat-rate energy charge structure does not provide accurate incentives to FPUC 
or to FPUC's customers to adjust their consumption based on actual costs. In other 
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words, the structure of the energy charge under the PPA is anti-energy-conservation 
because the energy charge is the same without regard to when energy is consumed. 

3. The City’s petition to intervene states: ‘The proposed GSA Amendment is contrary to the best 
interests of FFWC’s customers and contrary to the public interest.’’ What is the basis for this 
statement? Give specific examples and provide documentation to support the statement. 

Extending rates that are above-market for an additional two years is obviously, on its 
face, contrary to the best interests of FPUC’s Northwest Division customers. The rates 
are so much above-market that extending them will outweigh the short-term benefits 
offered by the PPA Amendment. 

For example, based on information from the City’s rate consultants, the City believes 
that the rates charged under the current PPA are between $40 and $50 per 1,000 kwh 
above market, i.e., relative to market prices that are available under wholesale power 
contracts recently negotiated in Florida. The rate reductions from the PPA Amendment 
would amount to something in the range of $3 per 1,000 kwh for the next 7 years, but 
making the reasonable assumption that the 2018 and 2019 rates will remain greatly 
above market, those differences will quickly wash out the near-term price reductions. 

4. At the February 8,201 1, Commission Agenda Conference, Mr. Wright, attorney representing 
the City, stated: “I can think of at least three widwidwins that can work if we can get dl three 
parties at the table.” Please describe in detail the three “widwin/wins” referenced by Mr. 
Wright. 

Respectfully, the City asks that the Staff withdraw this request, for the following 
reasons. First, these are matters for negotiation between and among the City of 
Marianna, FPUC, and Gulf Power Company that would be better put forth for the first 
time in a negotiation session involving these three parties. The City has already (by 
letters sent on March 7, 2011) asked FPUC and Gulf Power to participate in such 
negotiations. Second, at least at this point, these are not matters upon which the 
Commission would act; it is possible that, if the negotiations proposed by the City were 
to bear fruit, some of the outcomes could come to the Commission for its action. 

5. Regarding FPUC‘s GSA with Gulf Power Company and Amendment No. 1 to the GSA, does 
the City have any standing with or recourse with the Federal Energy Regulatory Commission? 

The City is investigating the possibility of seeking recourse before the Federal Energy 
Regulatory Commission and will advise the Staff as soon as possible of its conclusions 
regarding such recourse. 

6. Regarding FPUC’s GSA with Gulf Power Company and Amendment No. 1 to the GSA, does 
the City have any standing with or recourse with Gulf Power Company? 
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The City does not believe that it has any "standing with or recourse with Gulf 
Power Company," for the simple reason that the City is not a customer of Gulf Power 
Company. The City believes that its only possible avenues of legal recourse regarding its 
concerns about the GSA Amendment are before the Florida PSC, and possibly before 
the FERC. As a Florida municipality and significantly affected customer of FPUC, the 
City believes that it has policy and commercial or business standing to seek the proposed 
negotiations with Gulf Power and FPUC, and has accordingly asked both Gulf and 
FPUC to participate in such negotiations. 

7. Is there a FERC complaint process or hearing process that the City, on behalf of its citizens 
and on behalf of FPUC's customers in general, can utilize regarding the effects of the GSA and 
Amendment No. 1 on FPUC's rates? 

a 
b. If no, why not? 

The City is investigating the possibility of seeking recourse before the Federal Energy 
Regulatory Commission and will advise the Staff as soon as possible of its conclusions 
regarding such recourse. 

If yes, what was the outcome? 

8. 
10 of its Petition to Intervene) regarding FPUC's proposed GSA Amendment No. I?  

Has the City contacted Gulf Power Company to address its concern (as stated in Paragraph 

a. 
b. If no, why not? 

a. 

If yes, what was the outcome? 

Yes. On March 7, 2011, by a letter from the City's attorney to Gulf Power 
Company's general counsel, the City invited Gulf to participate in negotiations 
toward resolving all issues between and among the City, Gulf, and FPUC. flhe 
City also sent a similar letter to FPUC's counsel on the same date.) 

b. Not applicable. 

9. 
system? 

Has the City considered power supply options in case it chooses to municipalize its elechic 

a. If yes, please describe. 
b. If no, why not? 

a. Yes. The City's consideration to date has been its consultation with Mr. William 
H. Herrington, principal of WHH Enterprises, who regularly works in this area 
and is familiar with wholesale power purchase contracts in the Florida market 
For example, the City is aware of WHH Enterprises' eomparison of the current 
costs of wholesale power under recently negotiated contracts as reflected in the 
attachment to these responses. 

b. Not applicable. 
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10. 
GSA? 

Did the City participate in the negotiations between FPUC and Gulf to amend the current 

General Answer: No. The City did not participate in the negotiations between FPUC 
and Gulf. 

a. 
b. If no, why not? 

a. 
b. 

If yes, what was the outcome? 

Not applieable, as the answer to RequestNo. 10 is "No." 
The City did not participate in the negotiations between FPUC and Gulf because 
the City was not invited to participate in those negotiations, and because the City 
was not notified of any specific meetings or  negotiation sessions that it might have 
been allowed to attend. 

1 I .  Please describe the City's involvement in Docket No. 070108-EI. 

The City did not participate in Docket No 070108-EI. 

a. If the City did not participate in the above-referenced Docket, please explain why not. 

The City is presently reviewing its available records of correspondence and other 
documents in an effort to loeate and identify any documents relative to why the City did 
not participate in the Docket. The City's inquiry has not yet produced any such 
documents or records, but the City is continning its inquiry and review and will advise 
the Commission Staff when that review is complete. 
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CERTIFICATE OF SERVICE 

I HEREBY CERTIFY that a true and correct copy of the foregoing has been h i s h e d  
by electronic delivery this 

Pauline E. Evans, Esquire 
Office of the General Counsel 
Florida Public Service Commission 
Division of Legal Services 
2540 Shumard Oak Boulevard 
Tallahassee, Florida 32399-0850 

Beth Keating, Esquire 
Gunster, Yoakley & Stewarf P.A. 
215 S .  Monroe St., Suite 618 
Tallahassee, FL 32301 
bkeatin~O,mister.coin 

J.R. Kelly, Esquire 
Office of the Public Counsel 
do The Florida Legislature 
11 1 W. Madison Street, Room 8 12 
Tallahassee, FL 32399-1400 

Cexilia Bradley, Esquire 
Office of the Attorney General 
The Capitol - PMI 
Tallahassee, Florida 32399-1050 

15th day of March, 201 1, to the following: 
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FLORID.4 INVESTOR-OWNED UTILITIES 
RESIDENTIAL ELECTRIC SERVICE - MONTHLY BILL - 1,000 KILOWATT HOURS 

January - Decembcr 201 I 

Progress 
Florida Power Energy Tampa Electric Gulf Power Florida Public Utilities Co. 
& Light Co. Florida, Inc. Company Company Marianna Fernandina Bench 

Base Rate Chargcs $43.0 I $48.58 $55.45 $49.30 $31.58 $31.58 
Fuel and Purchased Power Cost Recovery t $38.57 $44.61 538.75 $51.31 SI 15.53 $96.30 

Environmental Cost Recovery Clause $1.79 $4.91 $4.04 $13.43 NIA NIA 
Capacity Cost Recovery Clause $6.21 $15.27 $3.36 $4.76 NIA NIA 
Storm Damage Cost Surcharge $1.17 NIA NIA NIA NIA NIA 
Gross Receipts Tux $2.38 S2.98 $2.68 $3.07 $3.80 $3.31 

Energy Conservation Cost Recovery Clausi $1.88 $2.99 $2.74 $0.80 $1.15 51.15 

Total Monthly Bill s95.01 S122.67 %13234 - $107.02 - $119.34 - 
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COMPARISON OF RESIDENTIAL ELECTRIC UA TES COMPILED E Y FLORIDA MUNICIPAL ELECTRIC ASSOCIATION, IMC. - wnni~ii~Iicpniver.corn 

January 201 I I I 1.000 KWH I A I  2.500 KWH I U I 
Told with 

Bac  Rate Bnsc Rate Total with 
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Analysis of All Requirements Project Exit Alternatives 

1. Introduction 

WHH has been engaged by the Ft. Pierce Utilities Authority to review certain options contalned 
in the bulk power supply contract with the Florida Municipal Power Agency’s All Requirements 
Project. WHH’s engagement includes a review of the All Requirements Project contract, the 
development of an economic analysis of the future cost of bulk power supply under various 
scenarios including exercising the Contract Rate of Delivery (CROD) option, a discussion of 
bulk power supply alternatives and a reconunendation for a course of action. This report 
presents the analysis. 

2. Background 

The Fort Pierce Utilities Authority (FPUA) is a participant in the Florida Municipal Power 
Agency’s All Requirements Project. This project provides for all of the bulk power supply 
requirements for FPUA. Bulk power supply typically represents approximately 75 percent of the 
total costs associated with retail electric service. Thus, the cost of bulk power supply is an 
important element in the success of FPUA. 

The Florida Municipal Power Agency (FMPA) was formed in 1978 with the objective of 
providing competitively priced bulk power supply and other services to municipal electric 
utilities. FMPA’s first project was participation in the St. Lucie nuclear unit. Subsequently, 
FMPA created the All Requirements Project (ARP). This project supplied the entire bulk power 
supply requirements for the five initial participants in ARP. These were Bushnell, Green Cove 
Springs, Jacksonville Beach, Leesburg and Ocala. All of these cities had purchased their power 
from other providers and did not generate any power themselves. The ARP commenced 
delivering power to these initial participants in 1986. Subsequently, after successful legal action 
to obtain access to Florida’s electric transmission grid, the ARP expanded to include tlie 
following cities. The year in which they became a participant in the ARP is also indicated. 

City of Clewiston 1991 
Cities of Vero Beach and Starke 1997 
Ft. Pierce Utilities Authority and City of Key West 1998 
Cities of Ft. Meade and Newbeny, Town of Havana 2000 
Kissimmee Utility Authority and City of Lake Worth 2002 
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. City of Winter Park 
City Of Bartow 
Seminole Electric 
Cooperative 
Florida Keys Electric 

The utilities of Vero Beach, Ft. Pierce Utilities Authority, Kissimmee Utility Authority and Lake 
Worth were all generating utililies as opposed to the founding members. At the end of 2009, the 
membership totaled 15 municipal utilities and represented retail load of almost 1500 MW. 

2010 2009 2008 
$81.8 I"' $80.95 $81.19 
$86.70'" $87.60 $86.62 
$80.50"' $80.32 $74.5 1 

$69.00"' $77.87 $89.28 

Table Notes: 
I .  Fiscal year data (October thru September) 
2. January - September aclual, October - December WHH estimate 
3. WHH estimate 

As indicated in the table, bulk power costs for the peer group have been below the cost for FPUA 
during recent years. 

WHH believes this situation is likely to continue. As an indicator of the future prices of bulk 
power supply. WI-IH has reviewed all competitive solicitations for bulk power supply issued by 
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City 

Successful 
Bidder 

Term of 
New 

Contract 

municipal electric systems i n  2010. The results of these solicitations with the expected cost for 
201 I are tabulated below. As is evident, the prices obtained from the recent solicitations are 
attractive relative to historical prices and reflect the deciining price of natural gas and the excess 
capacity that currently eiists i n  the market. The average o f  estimated 201 I prices is $70.26 per 
M W-hr. 

Bartow Winter Park Quincy Alachua") 

Orlando Joint Venture FMPA Gainesville 
Utilities Progress Regional 

~ ~ ~ ~ ~ i ~ ~ i ~ ~  Energy Florida Utilities 
& Seminole 

Electric Co-op 

7 years 3 years 5 years 10 years 

Table 2.2 
Recent Bulk Power Supply Solicitations 

$71.10 Estimated 
2011 Price $69.22 $69.68 $71.05 

80MW 1 IIOMW I 20MW 1 26MW I I c:;::w I 

Table Notes: 
I .  Solicitation occurred i n  2009 but contract was negotiated in 2010. 

As a result of the high prices of bulk power supply from ARP, some ARP members have 
responded by withdrawing. I n  2007, the City o f  Vero Beach notified FMPA that the City was 
exercising the Contract Rate of Delivery (CROD) option and effective January 2010, would not 
be obligated to purchase any of its bulk power supply requirements from ARP. Vero Beach's 
bulk power supply costs have declined approximately 15% as a result of exercising CROD 
effective January 2010. 

Subsequently, the City of Lake Worth also notified FMPA that the City was exercising its CROD 
option and effective January 2014 the City of Lake Worth will not be purchasing any of its bulk 
power supply requirements from ARP. Additionally, the Cities of Starke, Green Cove Springs 
and Ft. Meade have notified FMPA that they are not renewing the ARP contract and their 
participation i n  ARP will terminated effective in 2036, 2037 and 2038 respectively. The City o f  
Ft. Meadc also advised FMPA that the City is exercising the CROD option effective 2015 

31  WHH Enterprises, Inc. 


