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Capital Circle Office Center ● 2540 Shumard Oak Boulevard
Tallahassee, Florida 32399-0850
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	DATE:
	[bookmark: FilingDate]June 4, 2015

	TO:
	Office of Commission Clerk (Stauffer)

	FROM:
	[bookmark: From]Division of Economics (Ollila)
Office of the General Counsel (Brownless)

	RE:
	[bookmark: Re]Docket No. 150112-EI – Request by Gulf Power Company to modify its underground residential differential tariffs.

	AGENDA:
	[bookmark: AgendaDate][bookmark: PermittedStatus]06/18/15 – Regular Agenda – Tariff Filing – Interested Persons May Participate

	COMMISSIONERS ASSIGNED:
	[bookmark: CommissionersAssigned]All Commissioners

	PREHEARING OFFICER:
	[bookmark: PrehearingOfficer]Administrative

	[bookmark: CriticalDatesLabel]CRITICAL DATES:
	12/01/15 (8-Month Effective Date)

	SPECIAL INSTRUCTIONS:
	[bookmark: SpecialInstructions]None



[bookmark: RecToC][bookmark: CaseBackground][bookmark: _Toc94516455] Case Background	
On April 1, 2015, Gulf Power Company (Gulf) filed its revised underground residential distribution (URD) tariff.  These tariffs reflect the additional costs the customer must pay for initial service above the standard overhead service.  The proposed tariffs are shown in Attachment 1. Gulf’s current charges were approved in Order No. PSC-12-0531-TRF-EI (2012 Order).[footnoteRef:1]  On April 13, 2015, Gulf waived the 60-day suspension date.  Staff issued two data requests to Gulf.  The Commission has jurisdiction over this matter pursuant to Sections 366.03, 366.04, 366.05, and 366.06, Florida Statutes. [1:  Order No. PSC-12-0531-TRF-EI, issued October 4, 2012, in Docket No. 120075-EI, In re: Request by Gulf Power Company to modify its underground residential differential tariffs.] 
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[bookmark: DiscussionOfIssues]Discussion of Issues
Issue 1:	 
 Should the Commission approve Gulf's proposed URD tariffs and associated charges?
Recommendation: 
 Yes, the Commission should approve Gulf’s proposed URD tariffs and associated charges effective June 18, 2015.  (Ollila)
Staff Analysis: 
 Rule 25-6.078, Florida Administrative Code (F.A.C.), defines investor-owned utilities’ (IOUs) responsibilities for filing updated URD tariffs.  IOUs are required to file supporting data and analyses for URD tariffs at least once every three years.  The URD tariffs provide standard charges for underground service in new residential subdivisions and represent the additional costs the utility incurs to provide underground service in place of standard overhead service. The cost of standard overhead construction is recovered through base rates from all ratepayers.  In lieu of overhead construction, customers have the option of requesting underground facilities.  Costs for underground construction have historically been higher than for standard overhead construction and the additional cost is paid by the customers as contribution-in-aid-of construction (CIAC).  Typically the URD customer is the developer of the subdivision.
Gulf’s URD charges are based on two standard model subdivisions: (1) a 210-lot low density (LD) subdivision, and (2) a 176-lot high density (HD) subdivision. While actual construction may differ, the model subdivisions are designed to reflect average subdivisions. Gulf explained that both subdivision underground designs were updated to reflect changes in construction standards, resulting in minor increases to the affected materials.  
Table 1-1 displays the currently approved and proposed URD differentials for the LD and HD subdivisions.  The charges shown are per-lot charges.  Gulf’s URD tariff also provides for reduced charges if the customer chooses to supply and/or install the primary and secondary trench and duct system.  
Table 1-1
Comparison of URD Differential Per Lot
	
	Current Differential Per Lot
	Proposed Differential Per Lot

	210-Lot Low Density
	$427
	$402[footnoteRef:2] [2:  $402 is calculated as follows: $592 (Table 1-2) + ($190) (Table 1-3) = $402.] 


	176-Lot High Density
	$458
	$521


  
As shown in the table above, the differential per-lot has decreased for the LD subdivision and increased for the HD subdivision.  The calculation of Gulf’s proposed URD charges are based on 1) updated labor and material costs, and 2) calculation of operational costs. 
Updated labor and material costs.  The installation costs of both underground and overhead facilities include the material and labor costs to provide primary, secondary, and service distribution lines as well as transformers. The costs of poles are specific to overhead service while the costs of trenching and backfilling are specific to underground service.   The current URD charges are based on 2012 labor and material costs, and the proposed charges are based on 2015 costs.  Table 1-2 compares the per-lot 2012 and 2015 underground and overhead labor and material costs for the two subdivisions.  
Table 1-2
Labor and Material Costs per Lot
	
	2012 Costs
	2015 Costs
	Difference

	Low Density

	Underground labor/material costs
	$2,258
	$2,307
	$49

	Overhead labor/material costs 
	$1,701
	$1,715
	$14

	Per lot differential
	$557
	$592
	$35

	High Density

	Underground labor/material costs
	$1,803
	$1,895
	$92

	Overhead labor/material costs
	$1,325
	$1,331
	$6

	Per lot differential
	$478
	$564
	$86



As  indicated in the table above, the changes in total labor and material cost differentials are minimal for the two model subdivisions.  Gulf stated that the overall increases in LD and HD underground labor and material costs result from increases in the cost of contract labor (used for trenching and the installation of duct work) and are somewhat mitigated by decreases in material costs.  Specifically, the decrease in material costs is driven by the volume procurement of transformers. The increase in overhead costs is minimal.
Calculation of operational costs.  Rule 25-6.078(4), F.A.C., provides that the differences in Net Present Value (NPV) of operational costs between overhead and underground systems, including average historical storm restoration costs over the life of the facilities, be included in the URD charge.  Operational costs include operations and maintenance (O&M) costs and capital costs.  The inclusion of the operational costs are intended to capture longer term costs and benefits of undergrounding.  Gulf used its actual historical O&M and capital expenses for the period 2010 through 2014 to calculate the operational difference for overhead and underground facilities.  
Table 1-3 below compares the 2012 and 2015 NPV calculations of operational cost differentials between overhead and underground systems on a per-lot basis.  


Table 1-3
NPV of Operational Costs per Lot
	
	2012 Calculation
	2015 Calculation
	Difference

	Low Density

	Underground
	$379
	$436
	$57

	Overhead 
	$509
	$626
	$117

	Per lot differential
	-$130
	-$190
	-$60

	High Density

	Underground
	$238
	$274
	$36

	Overhead
	$258
	$317
	$59

	Per lot differential
	-$20
	-$43
	-$23



Gulf used the same methodology as updated in the 2012 Order and originally approved in Order No. PSC-10-0563-TRF-EI.[footnoteRef:3]    Gulf’s NPV calculation used a 32-year life of the facilities and a 6.72 percent discount rate.  Staff notes that operational costs may vary among IOUs as a result of differences in size of service territory, miles of coastline, regions subject to extreme winds, age of the distribution system, or construction standards. [3:  Order No. PSC-10-0563-TRF-EI, issued September 14, 2012, in Docket No. 100165-EI, In re: Request to revise 2010 overhead/underground residential differential cost data by Gulf Power Company.] 

Conclusion.  In summary, for LD subdivision lots, the proposed labor and material differential is a $35 increase from current costs.  The operational cost savings not only offset the $35 increase, but serve to reduce the proposed differential an additional $25 from the current differential.  For the HD subdivision lots, the proposed labor and material differential is an $86 increase from the current differential.  The operational cost savings reflect a decrease of $23 from the current differential, for a total increase of $63 from the current differential.
Staff has reviewed Gulf’s proposed URD charges and associated tariffs, its accompanying work papers, and data request responses.  Staff believes the proposed URD charges are reasonable and recommends approval, effective June 18, 2015.


Issue 2:	 
 Should this docket be closed?
Recommendation: 
[bookmark: _GoBack] No.  If a protest is filed within 21 days of the issuance of the order, this tariff should remain in effect, with any revenues held subject to refund, pending resolution of the protest.  If no timely protest is filed, this docket should be closed upon the issuance of a consummating order.  (Brownless)
Staff Analysis: 
 If a protest is filed within 21 days of the issuance of the order, this tariff should remain in effect, with any revenues held subject to refund, pending resolution of the protest.  If no timely protest is filed, this docket should be closed upon the issuance of a consummating order.
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Socton No. IV
Trirtenth Revised Sheet No. 425
‘Canceling Twelth Revised Shoet No. 425

'DAMAGE TO COMPANYS EQUIPMENT. The Applicant shal be responsile fo ensure that the
Company’s dstrbuton faciies onco nsialled, are ol damaged, destroyed, o otherwise disturbed
during the consirucion of the project. This responsbityshall extend not ony 0 thoso i his employ,
but aiso o his subeontractors. Should damage occur, he Applicant shall ba asponsbo for the ful
cost o repars.

BAYMENT OF GHARGES. The Company shal ot be dbligated o instal any facites il payment
of applcable charges, I any, has boen compleled.

"NEW AESIDENTIAL SUBDIVISIONS

AVALABILITY, Afer receiptof prope applicaion and compiance by the Appicant with appicable

Company ules and procodures, the Company wil ntallunderground disrbuton faciltes o provide

single phase service o new residential subdiviions o ive (5) o more bulding kot

‘CONTRIBUTION BY APPLICANT.

(@ Prior (0 such instalatons, the Applicant and the Company Wil enler nlo an agreement
g U s e canins O sialion, and e Applicent wil s fored 0 pay e
‘Company in advance th entre cost s described below:

Low Densiy. High Density
Sudiision i
Option (Sperion) (8 perion)

1. Gul supples and instals all pimary, secondary, sz st
and service trench, duc, and cable.

. Appicant nstalsprimary and secondary rench s09  sams

duct Gull supples and nstalsprimary,
‘secondary,and senvice cable.

‘Appicant suppies and nstals primary and
‘socondary trench and ducs. Gull supplies primary
nd secondary cable. Gul supples and inialls
Servios ductand catle.

Al constucton done by the Appicant must moet the Company's spociicatons. Al
Instalaions must be approved by he Company's authoized representative.

The Applcant s requiredto pay a charge per foot and a cost dfeertial for transformers and
servicos (500 “Threo Phase Lit Siafon” charts below) for fhree phase commercial oads
roquiring 120240 volt open deft, 120208 voll wye, or 277/480 volt wye Service in now
rosidential subdiisions for each to phase senvice. This average cost wi be addod to te
advanced payment in 6.3.2(a) above.

ISSUED BY: 5. W. Connaly, J1.
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632 (continuea)

THREE PHASE LIFT STATION
‘COSTS TO PROVIDE 3 PH SVC TO LIFT STATION WAN TYPICAL SUBDIVISION - OPTION 1

CUSTOMER REQUEST: 120208 or 277480

‘AVAILABLE UNDERGROUND FAGILITIES
woroR size sioLe prase TWo pHaSES Tinee puases
<sHp S2raspart $1530pert 50 costport.
s 3ph padmun , s 3ph padmaunt , s ph padmount ,
pad, and ug sarves pod, and ugsenvco pad, and ug s
inus one o anstome, | s one o anslomer, | minus cne o ransiomer,
cutou aroser, and sonico_| cutou, ameser, and sonice | _cutou, aster, and s
<X <z 5808 port $1081 port 50 costporft
s 3 padmount, s 3 padmount , plus 3ph padmount .
pad, and g senvcs pad, and g senvce pad. and ug sovice
minus 2 ch anslomers, | mins 2 ch anslomers, | s 2 h andomors,
2 cutouts, 2 arwstor,and | 2 cuous, 2 arosers, and | 2 cutouts, 2 anosers, and
vy sorvce sonvco
5450 park Razpert 50 costporft
s o padmunt , s 3phpadmoun b, Pl 3ph pacmountx,
pad, and ugservcs pad, and g senco pad, and ug servico
minus 3 ch Fanslomers, | minus 3 oh ranslomers, | minus 3.oh ranslormors,
3 culuts, 3 amostors, 3.cutous, 3 arrstos,
cucter m and convco cusiermi, and sonice

‘CUSTOMER REQUEST: 1207240 OPEN DELTA
AVAILAGLE UNDERGROUN FAGILITIES
MoToR szE SwaLe prase Two PHAseS THAEE PHASES.
<o S110tportt S0 costparft S0comtport
ol 2 padmaunt . plus 2 padmount . pls 2 padmount b,
2pade, andugsenica | 2 pace, andug senics
minus one o ansformer, | inus one oh ransiomer,
cutou, aeetr, and sonics |_cutout anosor, and sorvce
P <X <zHP S0costpr S0 costpert
ol 2 padnount b, phs 2 padmount
2pace,andugservics | 2pace andug sanics
mius 2on vansiomars, | minus 2 o anstomers, | minus 2o ranslomere,

2 cutous, 2atstors, and | 2 utoss, 2 aostors, and | 2 ututs, 2 amostrs, and
convco convce senica
S208partt 50 costper S0 costpertt
plus 2 padmaunt b, plus 2 padmount v, pls2 pacmount b,
2pacs andugsenice | 2pace,andugseico | 2pads, andug senice
miws 2on vanslomers, | minus 2ch tanslomers, | minws 2 ch ranslomers,
2 cutouts, 2 aestors, 2 cutous, 2 amostors, 2 utous, 2 arstes,

and conica ang sanice and servios
ISSUED BY: 5.W. Comnaly. 1.
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632 (continved)

THREE PHASE LIFT STATION
COSTS TO PROVIDE 3 PH SVC TO LIFT STATION WAN TYPICAL SUBDIVISION - OPTION 2

CUSTOMER REQUEST: 120208 or 2771480

“AVAILABLE UNGERGROUND FACILTIES
MoToR sze. simaLe prAse Tw pHases THREE PHASES
<sHp st 1aportt Stasoport 50costpor .
s aph padmount . s o padmount x, s 3ph padmount
pad, and ug sevics pad, and g senic pad, and ugsenvo
s one o ranstomer, | minus no o ranicrmar, | minus cno o ranstomer,
eutou, amester, and sonvoo | cutou, arrstor, an sorvie | _cvou, arste,and sanice
ss26part si0aport 50 costport
s Gpn padmount . s o pacun x, s 3 padmount,
ped. and ug senvics pad, andug sarvios pad,and ug senvce
s 2o rarslomers, | minus 2 oh ranslomer, | minus 2ch anslomers
2cutouts, 2anostors, and | 2 cutous, 2 arostors, and | 2 cututs, 2 amostrs, and
prtviey vy concn
So79perit S203pertt 50 costport
P 3pn pacmount s ph pacunt x, pls h padmount ,
pod. and ug sarvics pad. and ug sarvics pad,and g servco
minus 3 on tanslomars, | minus 3 oh anslomers, | minus 3ch ranslomers,
3 utouts, 3 amestrs, 3 utouts, 3 amostrs, 3 cutout, 3 amasters,

custorm and sonice | cutar i and sonica | __clster . and soni

‘CUSTOMER REQUEST: 120240 OPEN DELTA
“AVAILABLE UNGERGROUND FAGILITES
MoToR size. sinaLE prASE Two pHAses
<sHp $1071portt S0costpor S0costporf
plus 2 padmaunt x. plus 2 padmounttx, plus 2 pacmourt ,
2pace. andugsonica | 2pads.andugsenica | 2pade andug s
it one o anslomer, | minuscro o ranslormer, | minus cne h ranslomer,
cutou, anester, and sonce | cutou, aestr, n sonvce |_cutot, anester, and sonico
P <x<zoHP $175portt S0 costpart $0costporf
Pl 2 padmaunt bx. plus 2 padmount pls 2 pacmourt .
2pade,andugsonico | 2pacs.andugsenica | 2pade and ug sarvcs
Minus 2. anslomers, | minus 2 ohyanslomners, | minus2 o ransformers,
2cuouts, 2astos, and | 2cutous, 2 amostors, and | 2 cututs, 2 amestors, and
5175 portt 50 costpar 50 costporft
plus 2 padmaunt . plus 2 padmount b plus 2 pacmount .
2pats,andugsonics | 2pads,andugsenico | 2pads, and up sonie
mious 2. anslommers, | minus 2 oh anslomors, | minus 2 h transformers,
2cuous, 2 anectrs, 2cutouts, 2 amostors, 2 utots, 2arostors,

and sonica and sonica and sorvco
ISSUED BY: 5. W. Cannaly. .

THREE pHaSES.
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THREE PHASE LIFT STATION
COSTS TO PROVIDE 3 PH SVC TO LIFT STATION WAN TYPICAL SUBDIVISION - OPTION 3

CUSTOMER REQUEST: 120/20 or 2771490

MoTOR SZE.

Secton No. IV

Fith Revsed Shet No. 4262
Cancelng Fourth Revised Shoat No. 426.2

AVAILABLE UNDERGROUND FAGILITES

Tw pHasES

THAgE pases

$1861 port
pls 3o padmount
pad, and ug sarvce
itus one o anstomer,
cutou, arecter, snd sonve

51368 prt
s 3ph pacmount .,
pod, and ug sanvco

minus one o vansiome,

cutou, amester, and sence

$0costporf
s ph pacmun ,
pac, and g sanvco
minus ane o tanstorner,
cutou, amaser, and sanice

o <X <25HP

$573partt
s 3ph pacmount .,
ped. and up sanvco

minus 2o ranslomers,

$010portt
plus 3ph padmount
pad, and ug sarvico

minws 2 oh ranslomers,

2 cutous, 2 anostors, andt

S0costpert
s i padmount x,
pad, and g sanvco
minus 2 oh anslomrs,
2Zautout. 2 amostors, and
conico

S077pertt
s 9 pacmaunt x,
pad. and g senvco
minus 3o ranstomers.

30 costportt
s dphpadmount
pad,and ug senvice

'AVAILABLE UNGERGRGUND FACILITES

Two pHASES

THEE pHases

§9.44porf.
pis 2 padnoun b,
2pas, andug sevice
i ona o vanslomer.
cutou, aneser, and sonce

$0coatportt
pus 2 padnount .
2pac, andug senice
minus ono o ranstomer,
cutous, roser, and sonce

S0costpo .
plus 2 pacnour x,
2pacs, andug senice
minus one o vansiomer,
cutou, amester, and senvce

5040 porft
Bl 2 padnourt b,
2pads, andug senice
miews 2 on ranslomers,
2cutouts, 2 anostors, and

Socostport
plus 2 padnount .
2 pads, andug senica
minus 2 o anslomor,
2 cutots, 2arsters, and

S0 costporf
pus 2 pacmourd .
2pads, and ug erve
minus 2 on ranstomrs,
2cutous, 2 anosters, and
sones

S049part
pios 2 padmeurt .

2 pads, andug sonico
minus 2o banslomers,
2 cutots, 2 arostors,
and sonvco

50 costper
plus 2 padaun b,

2 pacs, and ug senice
minus 2 on varsfomers,
2 cutous, 2 amostars,
and servie

Socostporft
pls 2 padnount b,
2pade, andug sonico
i 2 oh tanafomes,
2.cutous, 2 arestrs,
and sonice

ISSUED BY: §.W. Comnaly J.
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6.5 OTHER UNDEAGAROUND DISTRIBUTION FACILITIES

651 APPLICABILITY. This subart applies to_ requests for underground facitios addrossing the
Gonversion of exstng ovrhead facifles. In order or the Company 1 take acton pursuant % &
request for conversin:

(1) the conversion area must be atleast two contiguaus cy bocks or 1000 eat i ength;

(&) all sectric servics to the real poperty on both sides of the xisting overnead primary lines.
mustbe part of the conversion: and

(@) all other exsting overnead utty facies (e.g. telephone, CATV, etc) must also be convered
o underground faciltis.

'NON-BINDING COST ESTIMATES. An Applicant may obtain a nonvbinding estmata of the charges
ne Appliant would be obigated fo pay i order fo the Company o provi underground disrbuton
fachits. This non-oinding estmate wil bo provded {0 the Applicant wilhout any charge o fo0 upon
‘complaion of he Applcalon for Undorground Cost Estmats set for in Section VI of th tari,
‘Sandard Contract Forms, at SheetNo.7.43.

BINDING GOST ESTIMATES. ~An Applcant, upon payment of a non-ofundable depost and
Gomplation of the Applicaion for Undorground Cost Estmate set forh in Secton Vi of this tarf,
Standard Gontract Forms, at Sheet No. 743, may obain an estmale of he charges for undorground
distrbuton faciites, which ostimate the Corpany would b bound 1 honor a provided below. The.
depositamoun, which approsimates the engineering costs fo underground faciltes assoditad wih
preparing the requsstad estimats, shll ba calcuated g folows:

Gonyersion

Grban Commerial 4,840 per verhaad primary mile
Urban Resicantal 57,654 por overhead primary milo
Rural Rosidontial $6.130 porovorhaad primary mile
210 Lot Subdivson $5814 por overhead primary mile
178 Lot Subdivision $10,168 por overhead primary mie

1SSUED BY: . W. Connaly, 1.
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