
July 29,2009 

Ms. Ann Cole, Commission Clerk 
Florida Public Service Cominission 
2540 Shumard Oak Bou1eva.rd 
Tallahassee. FL 32399-0850 

Dear Ms. Cole: 

Please find enclosed five (5:1 copies of the following proposed Tariff Sheet revisions for 
Withlacoochee River Electric Cooperative, Inc.: 

Residential Service - Schedule RR Sheet No. 5.1 .O 
General Senice Nom-Demand - Schedule GS Sheet No. 5.3.0 
General Sewice Demand - Schedule LP Sheet No. 5.4.0 

Documentation supporting the proposed revisions and two (2) copies of the revised tariff 
sheets in legislative format are also enclosed. 

These rate revision.; reflect H $3.00 increase in the Consumer Charges for thc rate 
schedules listed above, which will better enable those charges to recover the cost of 
providing service to our member-consumers. These revisions were reviewed and 
approved by Withlacoochee River ECl's Board of Trustees at their regularly scheduled 
meeting on May 19, 2009, with an implementation date of January 1,2010. 

During the review process, if you have any questions or require further information 
regarding this filini;, please do not hesitate to contact me (352-567-5 133, extension 6 100; 
bbrown(dwrec.nei) or Steve Shurbutt of GDS Associates, Tnc. (770-425-8 100; 
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P.O. Box 278, Dade City. FL 335:26-0278 Phone (352) 567-51 33 / Fax (352) 521 -,5971 



Withlacoochee River Electric Cooperative, Inc. 
Request for Consumer Charge Increase July, 2009 

REOUE;ST FOR’ INCREASE IN CONSUMER CHARGES 

EFFECTIVE JANUARY 1,2010 

Introduction 

Withlacoochee River Electric Cooperative, Inc. (the “Cooperative” or “WREC”) provides 

electric service to appro3 imately 200,000 member-consumers in central Florida. Most of those 

consumers are billed under rate Sckdule’s RR and GS that employ a two-part monthly rate structure 

consisting of a Consumer ICharge aid a flat Energy Charge. The other major consumer class is billed 

under rate Schedule LP that c0nsist.s of those same two types of charges, plus a Demand Charge. The 

charges in all three rate schedules have been in effect since January 1,2004. 

The downturn in the economy both nationwide and in Florida has resuhed in virtually no 

growth in consumers or kilowatt-hours sales to help offset increases in the Cooperative’s operating 

costs. In fact, the number of smaH commercial consumers served by the Cooperative has actually 

declined, and the Cooperative’s idle services system wide has increased from 4.8% to 7.6% oftotal 

services, which equates to roughly 6,000 more idle services than normal. In light of these 

circumstances that are beyond the Cooperative’s control, it is necessary for WREC to increase its 

revenues to recover continued escalations in operating costs, maintain its practice of capital credits 
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management and Board of Trustees believe the most appropriate way to produce the needed revenue 

increase is to raise the Corisumer Charges in those rate schedules effective January 1,201 0. 
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Withlacoochee River Eleetric Cooperative, Inc. 
Request for Consumer Charge increase July, 2009 

Basis for Consumer Charge I n c r c E  

Raising the presenl Consunier Charge applicable to residential, general service and large 

power consumers is a reasonable, cost-based rate revision. While changes in wholesale purchased 

power expenses can be recovered via the Cooperative’s Wholesale Power Adjustment Clause and 

Fuel Adjustment Clause, increased costs associated with the Cooperative’s electric distribution 

system have no corresponding cost recovery adjustment mechanism. Thus, the base rate components 

of the tariff must be revise,d to r e c o m  increases in labor, materials and other costs incurred by the 

Cooperative to deliver po’wer and energy to its member-consumers. Since the three rate classes 

previously mentioned comprise the: vast majority of the Cooperative’s consumers, and since the 

Consumer Charge is desig:ned to recover a portion of distribution system costs, it is appropriate to 

revise that base rate component to better reflect recovery of those costs. 

The Consumer Charge should recover that portion ofthe distribution system costs related to 

consumer-related expenses such i is  consumer accounts (meter reading, billing, records and 

collection) and consumer st:rvice and information (consumer assistance, advertising). These expenses 

are labor intensive and consumer se:rvice driven. They mainly vary with the number of consumers 

served rather than the amount of the consumer’s energy consumption or maximum demand. The 

Consumer Charge should also reccver expenses associated with WREC owning, operating, and 

maintaining the consumer-related portion of the Cooperative’s electric distribution system. Those 

expenses include operations, maintenance, depreciation, and interest expense on distribution system 

utility plant items such :.is meters and service drops, and the consumer-related portion of 

transformers, overhead and underground conductors, and poles. Those expenses are a function of the 

costs of both labor and materials. 

GDS Associates, lnc. 2 



Withlacoochee River Electric Cooperative, linc. 
Request for Consumer Charge Increase July, 2009 

Growth in energy sales has stalled due to the decline in the economy. It is expected that a 

significant, sustained improvement in economic conditions will be a long time coming. Given that 

outlook, it is especially importarit for WREC’s rates to reflect the consumer-related costs of 

providing electric servicr:: to its members in a cost-based manner that also to a greater extent 

decouples the revenues used to recover those fixed costs from energy sales. The proposed increase in 

the Consumer Charges directly addresses those objectives. 

Revision to Consumer Charves 

When the present Consumer Charges were implemented recently, WREC’s allocated cost of 

service study based on a calendar year 2007 test period indicated that the consumer-related cost for 

the residential rate class was $20.01 per month (see line 4 on page 1 of Exhibit 1 attached hereto), 

which is much higher than the present charge of’$l5 .OO. Given that disparity and the issues regarding 

recovery of the Cooperative’s distribution system expenses described above, it is reasonable for the 

Consumer Charge in Schedule RR to be increased by $3.00 to $18.00. 

The proposed $3 -00 increase in the Cooperative’s Consumer Charges is consistent with the 

growing trend in electric utility ratemaking to better align rates with cost of service components and 

to decouple recovery of fmed costs from energy charges. There are several reasons why that trend has 

gained momentum. First, w e n  though allocated cost of service studies have for many years indicated 

that the Consumer Chargc component in electric utilities’ retail rate schedules was far below the 

consumer-related cost of service, electric utilities were unwilling or unable to raise their Consumer 
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Charges to a more cost-based level due to the perception that consumers would not accept such 

charges if they were sigciificantly higher than they had been traditionally. Actual experience, 



Withlacoochee River Electric Cooperative, Inc. 
Jul ,2009 

however, has proven that perception to be incorrect. Several electric cooperatives in Florida have 

implemented very large increases in the Consumer Charges in their rate schedules in a relatively 

short period of time, without large scale opposition from their consumers. Many of those increased 

Consumer Charges are ai: levels above WREC’s proposed charge of $18.00. For example, the 

residential Consumer Chuges for Escarnbia River ECI and Choctawhatchee ECI are $25.00 and 

$24.00, respectively. In 2007, Gulf Coast ECI effectively doubled its residential Consumer Charge, 

increasing it from $1 0.00 to $1 9.45, A recent summary of the fixed monthly charges employed by the 

electric cooperatives and i:nvestor-owned utilities in Florida is shown on page 1 of Exhibit 2 attached 

hereto. 

Secondly, the reccivery of fixed costs via energy charges presents a generally recognized 

management disincentive for utilities to promote energy efficiency and conservation. One way to 

address this issue is to recover more of the utility’s fixed costs via fixed charges, primarily the 

Consumer Charge. The resulting improved alignment of costs and rates reduces the financial risk to 

utilities of encouraging enoergy effickncy and conservation, while providing better cost-based price 

signals to consumers regarding their energy use and the value of energy eficient investments. 

As shown on pagc 2 of Exhibit 2 attached hereto, even after implementing the proposed 

$3 .OO Consumer Charge hcrease, the Cooperative’s residential consumer bill for 1,000 kWh will 

remain among the lowest bills for I. ,000 kWh charged by cooperative and investor-owned electric 

utilities in Florida. 

WREC is also proposing to raise the Consumer Charges in Schedules GS and LP by $3 -00. 

The revised Consumer Charge in Schedule GS is $1 8-00, which is much closer to the consumer- 
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Withlacoochee River Electric Cooperative, lnc. 
Request for Consumer Charge Increase July, 2009 

related cost of $2 1.60 in the Cooperative’s last allocated cost of service than the present $1 5.00 

Consumer Charge. 

The Schedule LP revised Consumer Charge is $27.63, which is still well below the 

consumer-related cost of $106.79 in the most recent allocated cost of service study. Although a much 

Iarger increase in the Consumer Charge could be justified, the allocated cost of service study 

indicates that the rate of re turn for this consumer class is above the overall system rate of return, and 

thus Cooperative prefers at this timi: to limit the Schedule LP Consumer Charge increase to the same 

$3.00 as proposed for the other two rate schedules. 

In summary, the revised Consumer Charges proposed herein will enable the Cooperative to 

continue to operate on a sound financial basis by the application of rates that are more cost-based and 

provide fewer disincentives to promote conservation and energy efficiency programs. 

GDS Associates, Inc. 5 



UNIT COST SUMMARY Withlacoochee River Elecbic Cooperative, Inc Twelve Months Ending December 3 1,2007 

Line Total Residential GS Non Dem. GS Dem. GS kin GS Dem. Lights 
NO. Item System RR GS LP LPW LPX TVS AL 
(a) (b) CT (d) (4 0 k) (hJ (3  (I) 

1 

2 
3 
4 

5 
6 
7 
8 
9 

10 
1 1  
12 
13 
14 

1 5  
16 
17 

1s 
19 
20 

zi 
22 
2? 

24 
25 
?L L" 

27 

Present Revenue $4 15,383,074 ~307,917,837 $3 1243,9x9 $49,176.098 $352,813 $18,189,652 S405,579 E8.097,107 

Customer Costs %52,24S,88t $43,180,181 $4,774,019 $1,618.509 $10,570 $291,386 $3.233 $2,367,983 
No ofCustomm 254,245 179,820 18,419 1,263 7 44 1 54,69 1 
VCustornerMo 520 01 $21 69 SI06 79 $125 84 $551 87 $269 4 1 5361 1 

Demand Costs - Power Cosl $70,488.337 $55,419,126 54,737,489 $7,22(1,951 $53,854 $2,735,274 $ i 9,06 1 $302,583 

$/kW (Power Cost) $5 47 $ 5  04 64 93 $4 92 $5 76 SO 48 $ i  93 
$/kWh (Power Cusl) $0 02103 01733 %(I 01355 $0 01358 $0 01355 $0 00340 %o w757 

kWh Sales 3 . m 2 . m  ,733 2 ,6~ ,876 ,89a  273,431,692 m,?69,513 3,966,095 201,853.084 5,607,570 39,966,881 
kW NCP Demand 1.101.955 844,826 78,368 I 2  1.936 912 39,562 3283 13,068 

Demand Costs - Syslcm Cost $29.217.866 $22,843,109 $2,371,262 E2.203,052 $1 6.05 1 $650,623 $2.295 S 1, I3 1,475 
kWh Sales 3,692,471,733 2,634,876,888 273,431,692 532.764.513 3,966,095 201,853,084 5407,570 39,966.881 
kW NCP Demand 1,101>955 844,826 78,368 121.936 912 39,562 3.283 13,068 

$ k W h  (System Cosl) $0 00867 $0 00867 $0 00414 $0 00405 $0 00322 $0 oca41 $0 0283 1 
SAW I S  ystem Cost) $2 25 $2 52 $1 51 SI 47 $1 37 $0 06 $7 22 

Energy Costs $262,S39.709 S 187,495,5 t 8 $1 9,457, I SE $37,876,421 $280343 $14,203,489 $382.773 52.844.008 
5,607,570 39,946,881 kWh Sales 3.692.47 1,733 2 , 6 3 4 , m . m  273,431,692 532.7695 1 3  3,966,095 201,853,OW 

I Skwh $0.07 1 16 $0.071 I6 $0.07109 50.07068 $0.07037 $0.06826 SO.07116 I 
Revenue Costs $10,134,872 $7,488.220 $761.421 51.223.908 I$SO) s453.439 f10 121 2197 771 .~ - -  -,--- .,... 

3,9&,095 201,853,084 5,607,570 3Y ,966,881 
Wh $a 00284 SO.[X1278 W.aO230 ( % o . ~ o o )  WK1.00225 $0.001 81 SO.(K1495 

k w h  Sales 3,692,471,733 2,634,876,898 273.43 1,692 532,7693 13 

Operating Income ($9243,5922) ($8,508,317) (5857,340) ($966,742) (f7,5%) ($144,559) ($1 1,905) $1,253,286 
kWh Sales 3,6~2,471,733 2:634,m,a98 273,431,692 S X Z J ~ ~ , ~  13 3,966,095 201,853,084 5.607.570 39.966.881 

3 1  fkw!? ,'l.-l--<, 1u.u3 130 

lnvatment 

Tohl Utility Pimi $591.240,49i $466,937,680 $51,025,368 $30.168.782 %2 12,5 15 $7,591.1 17 $77,914 135227,315 
Number of Consumers 179,820 18.419 1,263 7 44 34,477 54.69 I 

T2.397 $2,770 3i3.BIi7 s5I.359 i i - 7 i . w  $2 $644 1 

1,237 35.1S2 47,2 1 5 382,298 5,607,570 61 I 

I ,-. .-.-..-. !,- 
111*5~11115'1"~"IISuL11~ 

Avtrage Usage 
I k w w c o n f i o  1,221 

Nola 
1 All lighting unit w,sts are "per lighl" 



ALLOCATED INCOME STA IEMEPST - REVISEC Withlacwhee River Electric Cooperative, Inc Twelve Months Ending December 3 1,2007 

1 
2 
3 
4 
5 
6 

7 
0 
9 
IO 
1 1  
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 

28 

29 
30 
1. 
- l r  

32 
33 

34 

35 
36 

37 
38 

Operating Revenues 
$103,244 $5,844,301 Base 5209,427,820 $ I6 IJ92.662 $1 6,207,723 $2S,979.890 

FAC & WPAC $2 I 1,54 1,703 $1 xi,952,O97 $1 5.664.90 I $42.3 13.746 $321.257 $2,289,702 
Gross Receipu Tax 

Other Electric Revenue Revenue $9,348,418 58.1 9.265 $736.859 $230,647 $41 1 $181,237 
Total Revenue $441,609,974 $328959,672 $33,425,496 $70.265.301 $435,792 $8,523,714 

$333.028.047 $2429 14,643 $24,194.447 562.370.332 $401.834 $3.146.591 

subtotal 

Operating Expenses 
Purchasad Power 

S 10,792,033 S8,O 15.M8 $8 16,013 S 1,74 1.01 8 $10,880 $208,474 
$431.26 1.556 $3 20.764.407 532 . .  688 637 $ 70,034.654 $435.381 $892,477 

$0 $0 
$401,834 $3,146,591 

Other Power Supply 

Power Pruducuon 
Syswm Control 
Transnussion 
Distrrbution - Operation 
Disinbution - Mamte- 
Customer Accounls 
Customer Servicc & Information 
Sales 
Adminimatwe & General $1,544,595 11.220.575 $133,697 %96,893 SI31 $93,2W 

Subtotal $43,776,067 $3 6.245,126 $3,885,052 $2,4 14,683 S 1,970 $1,229236 

Subtotal 
so 

$333.02S.a47 
so 
$n 

$6 1.990 
S 15,198,988 
$15.083.878 
SI 1,529.839 

$3,502 
$353275 

$0 
%242,9 14,643 

$0 
$0 

M7.525 
$12,147.387 
$12.742.580 

$4,766,16 1 
$3.1 50 

$3 17.747 

$0 $0 
$24,194,647 $62 3'0.332 

$0 %(I 
$0 $0 

f4.4W $9.136 
$1.248,457 $1.1 l3>4W 
$1.286,322 $852,147 
$1 I 179.297 $340,664 

$323 $23 
$3 2.5 4 I $2.322 

$0 
$a 

$1 85 
$170 

51 
$1,483 

EO 
$0 

$0 
$0 

$735 
$689,474 
%202,828 
$242,23 4 

$7 
$659 

Depreciation & Amortization $17,897,732 $14.148,868 $1,552,319 $1,104,498 $950 $l.G91,097 
Taxes - Property $0 $0 $0 $0 SO $0 
Taxes - Other $10,789,852 . $8,014,045 %815,849 $1,740.649 $10,178 $208,43 1 
Interest on Long Term Debt F 17,241,995 $13,6 17,026 SI ,488,017 S 1,107,367 SL272 $1,0273 13 
Inter- Expense - FFB $2,503,886 $1,977.467 $21 6,1190 $1 60.81 2 $330 5149,187 
Other 1 $43.955 $34.7 14 $3.793 52.823 S6 $2.6 I9  
Other 2 

+h'=h' 

Total Expenses $42528 I ,M6 $3 1695 1.978 $332.1 55,777 $68,591.1 7 1 $418,239 $6.854,480 

Operating Margins $16,328.328 $12,007,693 S1.269.719 $1>3w,130 $17.553 $1,669,233 
Non-Op Margins $13,014,583 TlO,1ZS,S74 $1,088,919 51.145.342 $4,407 $ 6 5 0,O 3 9 

%i,riu l i j i 9 i i i  I uuu 17Gt W l a l  &lm .*_I <*  - T  -- .-._ 
< L Y ~ W ~ I  1 S L L , I M , ~ Y  $2,3%,o5P n,jw..iiI T.._I %1..1,.. 

TIER - Operating Margins 
TIER - Total Margins 

i 83 177 1 7 5  2 08 7 75 2.42 
2 49 2 42 2 38 2 98 9.44 2.97 

Net Rate Base M64,817,186 S365.682,953 $39,694,994 $31,28891 1 $15,973 $27,074,356 

Rate olReturn - Op. Mgns 7 76% 7 55% 7 49% 8 15% 26 53% 10 51% 
Relative ROR 100 0 97 0 97 I05 3 42 1 3 s  

Rate of Return - Total Mgns I0 56% 10 32?4 1023% I I  70% 32 33% 12 91% 
Relative KOR 100 0 98 0 97 1 1 1  306 1 22 
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