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BEFORE THE PUBLIC SERVICE COMMISSION

	In re: Petition for rate increase by Florida Public Utilities Company.
	DOCKET NO. 030438-EI

ORDER NO. PSC-04-0369-AS-EI
ISSUED: April 6, 2004


The following Commissioners participated in the disposition of this matter:

BRAULIO L. BAEZ, Chairman

RUDOLPH “RUDY” BRADLEY

CHARLES M. DAVIDSON
ORDER APPROVING SETTLEMENT AND PERMANENT RATE INCREASE
BY THE COMMISSION:

BACKGROUND
This proceeding was initiated on August 14, 2003, with the filing of a petition for a permanent rate increase by Florida Public Utilities Company (FPUC or the Company).  A hearing was scheduled for February 18, 2004.   In  SEQ CHAPTER \h \r 1Order No. PSC-03-1145-PCO-EI, issued on October 13, 2003, the Commission granted the Office of Public Counsel (OPC) intervention in this proceeding.

Through a series of noticed settlement meetings conducted by Commission staff and attended by the parties, a number of preliminarily identified issues were dropped and therefore did not require resolution by this Commission.  At the February 18, 2004 hearing, the parties presented a series of stipulations with regard to the remaining outstanding issues for hearing, with the exception of Issues 128 and 137, concerning the appropriate base energy charges and closing the docket, respectively.  We approved the stipulations proposed by FPUC and OPC at the February 18 hearing, and rendered our decision on Issues 128 and 137 at the March 16, 2004, Agenda Conference.  Also at the March 16 Agenda Conference, we admitted composite Exhibit 4, consisting of the various proposed stipulations, which had inadvertently not been admitted into the record at the February 18 hearing.
We have jurisdiction over the subject matter pursuant to Section 366.06, Florida Statutes.
APPROVAL OF STIPULATED ISSUES

At the February 18, 2004, hearing, the parties noted that they agreed on the disposition of the outstanding issues in this docket, and that neither FPUC nor OPC intended to waive or abandon any position they had or would have taken and reserved all rights and opportunities to assert such positions in any future proceeding.  The parties agreed to the stipulations for the limited purpose of resolving this docket in its entirety.  The parties wished to specify that the stipulations did not necessarily reflect positions held by the parties and that they shall not be used as precedent in any forum or proceeding.  However, we note that the stipulations will be used by this Commission for purposes of evaluating FPUC's future surveillance reports and the interim statute.


We have reviewed the stipulations proposed by the parties, and find that they provide a reasonable resolution of the outstanding issues regarding FPUC’s requested rate increase.  The stipulations are therefore approved as set forth below.  Based upon the approved stipulations, attached hereto are Attachments 1 through 5, which respectively set forth the approved average rate base, capital structure, net operating income, net operating income multipliers, and revenue requirements.
Issue 1:
It is appropriate for FPUC to consolidate the rates and charges of its Northeast and Northwest Electric Divisions into a single Electric Division for ratemaking purposes.

Issue 5:
The purpose of the test year is to represent the financial operations of a company during the period in which the new rates will be in effect.  With the inclusion of appropriate adjustments in this rate proceeding, the historical base year ended December 31, 2002, and the projected test year ending December 31, 2004, are appropriate as they will represent the period in which rates will be in effect.

Issue 6:
The forecasted billing determinants for 2004 contained in MFR Schedules E-18a, E-18b, and E-18c are appropriate adjusted as follows:

(1) For the RS rate class, the appropriate number of bills is 276,846 and the appropriate kwh is 347,114,000.  This leads to an increase in test year revenues at present rates of $56,185.


(2) For the GS rate class, the appropriate number of bills is 41,644 and the appropriate kwh is 73,176,000.  This leads to an increase of test year revenues at present rates of $127,937.


(3) For the GSLD rate class, the number of bills shall be increased by 12 and the kw shall be increased by 25,468 to reflect the addition of the Family Dollar Distribution Center. This leads to an increase in test year revenues at present rates of $71,940.

Issue 7:
The quality of electric service provided by is FPUC adequate.

Issue 8:
Non-Utility Accounts Receivable (Accounts 1420.2, 1420.21, and 1420.22) 2002 - $52,203, 2004 - $55,961, shall be removed from working capital.

Issue 9: 
FPUC’s  level of Plant in Service for the December 2004 projected test year shall be increased by $11,248 which is the net effect of: an increase of $728,162 related to the addition of the Family Dollar Store, a reduction of $96,922 for Contributions on revenue producing projects, a reduction of $297,378 cancelled and delayed projects, and a reduction of $250,000 for Contributions in Aid of Construction.  This amount includes a $72,614 decrease to common plant in issue 10.
Issue 10:
FPUC’s requested level of Common Plant Allocated in the amount of $1,721,031 for the December 2004 projected test year shall be reduced by $72,614 for a change in projected additions.

Issue 12:
Plant, Accumulated depreciation, and depreciation expense shall be reduced for canceled and delayed projects for the projected test year by $297,378, $16,617, and $11,078, respectively.

Issue 13:
It was not appropriate for FPUC to use an average depreciation rate for the combined Marianna and Fernandina Beach for 2003 total plant.  The appropriate adjustment shall be to reduce accumulated depreciation in the projected test year in the amount of $22,134.

Issue 14:
Accumulated depreciation for Plant in Service for the December 2004 projected test year shall be decreased by $81,342  which is the net of: an increase of $13,222 for the Family Dollar Store, an increase of $4,675 for the correction of depreciation rates, a reduction of $16,617 for cancelled and delayed projects, a reduction of $22,134 for average depreciation rates, a reduction of $45,483 for depreciation rates effective 1/01/2004, and a reduction of $3,750 for Contributions in Aid of Construction.  Also, this amount includes a reduction of $11,255 for common plant in Issue 15.

Issue 15:
The accumulated depreciation for Common Plant Allocated in the amount of $455,192 for the December 2004 projected test year shall be reduced by $11,255 for a change in projected additions.

Issue 16:
FPUC’s requested level of Customer Advances for Construction in the amount of $621,462 for the December 2004 projected test year is appropriate.

Issue 17:
FPUC’s level of Construction Work in Progress shall be increased by $88,923 for the December 2004 projected test year.

Issue 20:
The correct amount of cash to include in 2004 cash working capital, which includes Accounts 1310, 1340, 1310.4, and 1350, is $135,720.  The adjustment is a decrease of $1,698,681 to 2004 working capital.  The cash balance of $135,720 represents a reasonable amount of non-interest bearing cash.
Issue 26:
The amount of accounts receivable reflected in the 2004 working capital shall be decreased by $149,764.  The accounts receivable shall be projected based on a ratio to revenue rather than customer growth and inflation.

Issue 27:
The accumulated provision for uncollectibles shall be reduced by $360.  The 2004 working capital shall reflect a balance of $98,605 for this account.

Issue 28:
The amount of prepaid insurance shall be based on the allocations used to determine the insurance expense.  The correct amount of prepaid insurance to include in working capital for 2004 is $181,270.  The adjustment is a decrease of $28,518 to working capital.

Issue 31:
Prepaid pensions shall be reduced by $451,268 to reflect a balance of $331,904.  The company included a positive amount of pension expense in the income statement.  Therefore, the 2004 projected balance of prepaid pensions shall decline.
Issue 32:
The 2004 working capital balance for unbilled revenue shall be decreased by $19,326 to reflect a balance of $493,992.  The projection for 2004 unbilled revenue shall be based on kilowatt hour growth rather than customer growth and inflation.

Issue 33:
For the purposes of resolving this issue in this docket, the parties have agreed and the Commission has approved that the balance in account 1860 - deferred debits other of $3,376 shall be removed from 2004 working capital.

Issue 34:
The deferred debit for the Fernandina Office Addition for $33,554 shall be removed from 2004 working capital. This amount shall be removed because the revised 2004 balance has been projected to be zero.

Issue 36:
The correct amount of storm damage reserve to include in working capital for 2004 is $2,216,781.  The adjustment is a decrease of $372,585 to working capital.

Issue 37:
The projected 2004 working capital shall be increased by $126,621 to reverse the adjustments made by the company to the 2002 working capital amounts.  The reversal of these adjustments provides a more reasonable comparison between the 2002 historical balances and projected 2004 balances of these working capital accounts.

Issue 38:
The 2004 working capital shall be reduced by $564,483 for the projected amount of over-recoveries for fuel of $490,094 and for conservation of $74,388.

Issue 40:
The 2004 working capital shall be reduced by $434 to remove the non-utility portion included in Account 1430.1- Accounts Receivable Other.

Issue 41:
The 2004 working capital shall be reduced by $8,345 to remove the non-utility portion included in Account 1430.2- Accounts Receivable Other Miscellaneous.

Issue 42:
One-half of the updated rate case expense shall be included in working capital allowance.

Issue 43:
Accounts Payable shall be increased by $255,434, $266,162, and $273,922 for the years 2002, 2003, and 2004 respectively, to correct a posting error.

Issue 44:
Accounts Payable shall be increased by $13,807, $14,387, and $14,806 for the years 2002, 2003, and 2004 respectively, to correct a posting error.

Issue 45:
Taxes Accrued-Gross Receipts Tax shall be reduced by $105,693 for 2004 to remove the portion related to non-electric operations.

Issue 46:
Based on the decisions made in other issues, the 2004 projected working capital shall be reduced by $3,643,348 to reflect a balance of ($3,083,353).

Issue 47:
Based on the decisions made in other issues, the 2004 projected rate based shall be reduced by $3,461,835 to reflect a balance of $36,379,034.

Issue 48:
The appropriate amount of accumulated deferred taxes to include in the capital structure is $5,787,660.  This is an increase of $2,454,657 to the 13-month average of $3,333,003.  This adjustment consists of the company's true-up of accumulated deferred taxes based on its 2002 tax returns, bonus depreciation for 2003 and 2004, and bonus depreciation on common plant allocated.  This adjustment also includes an increase of $105,816 for accumulated deferred taxes resulting from common plant from Issue 56.

Issue 49:
The appropriate 13-month average balance for unamortized investment tax credits at zero cost is $2,308, and the appropriate 13-month average balance for unamortized investment tax credits at weighted cost is $207,227.

Issue 51:
The appropriate cost rate for short-term debt for the December 2004 projected test year is 3.21%.

Issue 52:
The appropriate cost rate for long-term debt is 7.98%.

Issue 56:
The accumulated deferred taxes in FPUC's filing do not include any amount for deferred taxes on common plant allocated to electric operations.  The deferred tax balance shall be increased by the amount calculated by multiplying the 13-Mo. Average 2004 Net Plant - Allocated Common, decided upon in Issues 10 and 15, by 8.7852%.  This results in an increase to accumulated deferred taxes of $105,816.

Issue 57:
All the balances in the capital structure shall be calculated on a 13-month average basis.

Issue 59:
The appropriate cost rate for common equity is 11.5% with a range of plus or minus 100 basis points.

Issue 60:
The appropriate weighted average cost of capital is 7.86%.  This cost of capital is based on a 13 month average capital structure.  An amount representing the investment in Flo-Gas Corporation, $2,159,296, has been removed solely from common equity in reconciling rate base and capital structure.  To reflect corrections and adjustments in the staff audit report, customer deposits have been adjusted to reflect a balance of $1,817,732 with a cost rate of 6.84%.

 SEQ CHAPTER \h \r 1Issue 61:
Forfeited Discounts (Late Fees) have been understated in calculating the revenue for 2004.  Forfeited Discounts shall be increased by $64,919, from $255,104 to $320,023.

Issue 63:
FPUC’s projected level of Total Operating Revenue in the amount of $14,491,924 for the December 2004 projected test year shall be increased by $64,919 as stated in Issue 61 and by $220,083 as stated in Issue 123, or by $285,002 in total.  It shall also be decreased by $1,354,781 as stated in Issue 66 to remove Franchise Fees and by $1,217,311 as stated in Issue 67 to remove Gross Receipts Tax.  Based on the above, the appropriate amount of Operating Revenues is $12,204,834.

Issue 64:
With respect to test year escalation rates, FPUC's payroll factors of 3% for 2003 and 2004 are appropriate.  The appropriate customer growth factors are 3.25% for 2003 and 2.44% for 2004.  For 2003, the appropriate inflation factor is 2%.  FPUC’s inflation factor of 1.3% for 2004 is appropriate.

Issue 65:
The trend rate factors shall be revised to reflect the stipulated rates for inflation, customer growth and payroll.  The appropriate trend rate factors are 1.033 for inflation, 1.0577 for customer growth and 1.061 for payroll.  The trend rate factors for inflation only and payroll only shall be applied to O& M Expenses.  This results in a $93,263 reduction to O&M Expenses. 

Issue 66:
Both operating revenues and taxes other than income taxes shall be reduced by $1,354,781 to remove Franchise Fees from operating revenues and taxes other than income.

Issue 67:
Both operating revenues and taxes other than income taxes shall be reduced by $1,217,311 to remove the gross receipts tax, and shall be shown as a separate line item on the bill.

Issue 68:
The appropriate amount of O&M Expense for 2004 is $6,913,120 which represents a $771,074 reduction.   

Issue 69:
FPUC has made the appropriate test year adjustments to remove fuel revenues and fuel expenses recoverable through the Fuel Adjustment Clause.  The corresponding balance sheet effect is addressed in Issue 38.

Issue 70:
FPUC has made the appropriate test year adjustments to remove conservation revenues and conservation expenses recoverable through the Conservation Cost Recovery Clause.  The corresponding balance sheet effect is addressed in Issue 38.

Issue 71:
Advertising Expense for year 2002 shall be reduced by $821, as follows: Account 9131, Promotional Advertising ($179), Account 9132, Conservation ($240), Account 9136, Other Advertising ($213), Account 916, Miscellaneous Sales Expense ($189).  The Company escalated these amounts by a combined customer growth and inflation factor of 1.072 from year 2002 to the projected 2004 test year.  The 2004 amounts total $880 ($192, $257, $228, $203).

Issue 74:
FPUC’s 2004 projections were double counted for costs for retiree medical benefits.  Projected 2004 costs included in Account 926.2, Employee Medical Expense, shall be reduced by $20,386.

Issue 75:
Account 926.2, Employee Medical Expense, shall be reduced by $122,164, based on a revised estimate resulting from the receipt of the bill for the 2003 medical insurance premium.

Issue 77:
The projected test year 2004 pension expense shall be decreased by $10,385.

Issue 78:
For the purposes of resolving this issue for this docket, the 2004 storm damage accrual shall be reduced by $103,375 to remove the projected increase in the annual accrual to maintain the annual accrual at its actual historical amount of $121,625.  However, if FPUC should experience significant storm-related damage, it can defer the amount exceeding its reserve balance and petition the Commission for appropriate regulatory treatment.

Issue 81:
FPUC has not signed a contract for payroll outsourcing services; therefore, FPUC’s 2004 projection for payroll outsourcing costs shall be adjusted, and Account 923.3 shall be reduced by $14,000 for the projected test year 2004.

Issue 83:
Account 923.3 shall be reduced by $9,389 for the 2004 projected test year.  This amount represents the electric portion of the reduction to tax-related corporate accounting fees.

Issue 86:
The Economic Development Costs shall be reduced by $1,132, which limits the amount to 95 percent of the 2004 amount projected by the Company.  For any calendar year in which the company spends less than $22,641, then 95% of the difference between the $22,641 and the amount spent shall be credited to the Company’s Storm Damage Reserve.  

Issue 88:
Overhead Cost Allocations shall be decreased by $192,840 for the 2004 projected test year.  As taken up in Issue 94, the level of overhead costs allocated to the electric operations shall be decreased by $86,568.   As taken up in Issue 98, it shall be increased by $2,523.  As taken up in Issue 99, it shall be decreased by $108,795.

Issue 94:
Payroll Expense for discontinued operations for 2004 shall be reduced by a net of $86,568.  This amount is comprised of the $109,820 reduction noted in Audit Disclosure No. 10, less $23,724 related to replacement of a Fernandina Beach employee noted in the same Audit Disclosure plus an additional $472 to remove the electric operation payroll charges of an employee of the water utility that was not retained.

Issue 95:
Account 903, Customer Records and Collection Expenses, shall be reduced by $39,080 for 2004 to reflect a change in vendor cost for the printing and mailing of company bills.

Issue 96:
Account 903, Customer Records and Collection Expenses, shall be reduced by $15,221 for 2004 to remove costs related to propane, merchandising and jobbing, and conservation.

Issue 98:
Account 903 shall be increased by $2,523 for payroll related to discontinued operations that was charged to Account 904 in 2004.

Issue 99:
Account 920, Administrative and General Salaries, shall be decreased by $108,795 for the 2004 projected test year to correct the allocation factor.  In 2003, actual expense for this account for electric was $832,636.  Allowing for an increase of $19,057 for temporary vacant positions in 2003, increases the 2003 amount to $851,693.  Using the company-filed payroll factor of 1.03, the reduction to this account for the 2004 projected test year is $108,795 ($986,039 - ($851,693 x 1.03).
Issue 101:
Account 921.5 shall be reduced by $13,880 for 2004 to remove the uncollected franchise fees.

Issue 102:
Account 921.5 shall be reduced by $1,207 for 2004 to remove non-utility and out-of-period costs.

Issue 105:
Bond Issuance Costs are a component of the effective interest cost.  Account 923.2 shall be reduced by $561 for 2004.

Issue 107:
Account 924, Property Insurance, shall be reduced by $3,726 for 2004 to reflect the current property insurance premium.

Issue 108:
Account 925.1 shall be reduced by $78,088 for 2004 to reflect current insurance premiums.

Issue 111:
Account 930.2, Miscellaneous General Expense, shall be reduced by $48,657 for 2002 and $52,160 ($48,657*1.072) for 2004.  These costs were associated with a stock offering that did not materialize. 

Issue 112:
Total Rate Case Expense of $490,862 shall be amortized over five-years, or at $98,172 per year.  Rate Case Expense for the 2004 test year shall be reduced by $24,544.  One-half of rate case expense, or $245,431, shall be include in Working Capital Allowance, a reduction of $200,999. 

Issue 113:
The appropriate period for the amortization of rate case expense is five years.

Issue 114:
Account 904 shall be increased by $663 for the 2004 projected test year, which is a four-year average of net write-offs to revenues.

Issue 115:
The depreciation expense for the projected test year 2004 shall be reduced by $90,966 to reflect the effects of the updated depreciation rates as a result of Docket No. 020853-EI, which was effective January 1, 2004.

 SEQ CHAPTER \h \r 1Issue 116:
2004 Depreciation Expense shall be reduced by $91,915 in total.  This amount includes a $90,966 decrease accounted for in Issue 115.  The additional $949 reduction is the net of several adjustments: an increase of $3,119 to correct mathematical errors, an increase of $4,545 related to the Family Dollar Store substation, and an increase of $21,468 related to the Family Dollar Store assets.  Also included are reductions of $105 for common plant, $11,078 related to cancelled and delayed projects,  $11,398 for non-utility operations, and $7,500 to reduce depreciation for Contributions in Aid of Construction.

Issue 118:
An adjustment shall be made to decrease taxes other than income by $13,794 related to property taxes and increase by $99,411 related to payroll as reflected in Audit Exception 19.   Due to adjustments made to payroll expense in Issues 94, 96, 98, and 99, payroll taxes shall be decreased by $17,042.  Adjustments made to plant increases Ad Valorem taxes by $2,419.  Based on the approved adjustments to revenue, Regulatory Assessment Fees shall be increased by $205.  Additionally,  based on stipulations for Issues 66 and 67, gross receipts tax and franchise fees shall be reduced by $1,354,781 and $1,217,311, respectively. Therefore, the projected 2004 balance of taxes other than income shall be decreased by $2,500,893 to reflect a balance of $747,160. 

Issue 119:
Income Taxes Expense shall be increased by $438,258 to $248,020 for the effect of adjustments to NOI, Rate Base and interest synchronization. 

Issue 120:
FPUC’s projected Net Operating Income in the amount of $1,088,574 for the December 2004 projected test year shall be increased by $638,534 to $1,727,109.

Issue 121:
The appropriate Revenue Expansion Factor is 0.622006 and the appropriate Net Operating Income Multiplier is 1.60770 for the projected 2004 test year.  The calculations are based on removal of the Gross Receipts Tax and a change from the Company’s Bad Debt Factor of 0.1830 to Commission staff’s Bad Debt Factor of 0.1996.

Issue 122:
FPUC’s requested annual operating revenue increase of $4,117,121 for the December 2004 projected test year shall be decreased by $2,296,748 to $1,820,373.

Issue 123:
The revenues from sales of electricity by rate class at present rates for the projected 2004 test year shall be adjusted upward by a total of $220,830, as explained below.  With these adjustments, FPUC has correctly calculated revenues from the sales of electricity at present rates for the test year.


1.
Revenues for the GS rate class shall be adjusted upward by a total of $133,220 due to the following: an upward adjustment of $127,937 due to changes in the billing determinant forecast, and an upward adjustment of $5,282 that results when the Non-profit Sports Fields Transitional Rate customers are billed under the correct rate. 


2.
Revenues for the RS rate class shall be adjusted upward by a total of $56,185 due to changes in the billing determinant forecast.


3.
Revenues for the GSD rate class shall be adjusted downward by a total of $5,856 to adjust for the application of Transformer Ownership Discounts to those customers who own their own transformers.  


4.
Revenues for the GSLD rate class shall be adjusted upward by a total of $37,045 due to the following: an upward adjustment of $71,940 due to changes in the billing determinant forecast attributable to the Family Dollar facility, and a downward adjustment of $34,659 to adjust for the application of Transformer Ownership Discounts to those customers who own their own transformers.

Issue 124:
The appropriate methodology cost of service methodology to be used in designing FPUC’s rates is the fully allocated embedded cost of service study contained in MFR Schedule E-1, as adjusted for the changes to rate base, revenues, expenses, and return approved by the Commission.
Issue 125:
Any revenue increase granted shall be allocated to the rate classes in a manner that moves the class rate of return indices as close to parity as practicable based on the approved cost allocation methodology, subject to the following constraints: (1) no class shall receive an increase greater than 1.5 times the system average percentage increase in total, and (2) no class shall receive a decrease.

Issue 126:
The appropriate customer charges shall be approved as follows:

Rate Schedule





Customer Charge
Residential Service




$10.00

General Service - Non-Demand


$14.00

General Service - Demand 



$44.00

General Service - Large Demand


$75.00

General Service - Large Demand-1


$600.00

Issue 127:
The appropriate demand charges shall be approved as follows:

Rate Schedule




Demand Charge
General Service - Non-Demand

$2.48 per kw of billing demand

General Service - Large Demand

$2.89 per kw of billing demand

General Service - Large Demand-1

Transmission Demand Charge:  The Transmission Demand Charge will be designed to recover, on a per-kilowatt basis, the remaining Commission-approved revenue target for the General Service-Large Demand-1 rate class after subtracting the revenues attributable to the Commission-approved Customer and Reactive Demand Charges for the class.

Reactive Demand Charge:  $.24 per excess kVar

Production Demand Charge:  The Production Demand Charge for customers located in the Northwest Florida (Marianna) Division shall be the currently effective tax-adjusted purchased power coincident peak demand charge of the company’s wholesale supplier for the former Northwest Florida Division.  The Production Demand Charge for customers located in the Northeast Florida (Fernandina Beach) Division shall be the currently effective tax-adjusted purchased power coincident peak demand charge of the company’s wholesale supplier for the former Northeast Florida Division.

Issue 129:
The appropriate service charges shall be approved as follows:

Type of Charge





Service Charge
Initial Connect






$44.00

Reestablish service or change existing acct.


$19.00

Temporary Disconnect at customer request


$27.00

Reconnect after rule violation (during hours)


$37.00

Reconnect after rule violation (after hours)


$60.00

Temporary Service





$44.00

Collection Charge





$11.50

Issue 130:
The appropriate primary voltage transformer ownership discount for the GSD and the GSLD rate classes shall be $0.55 per KW per month.

Issue 131:
The Street and Outdoor Lighting energy charges shall be set, to the extent practicable, to recover the total non-fuel energy, demand and customer-related costs allocated to the classes in the Commission-approved cost of service study.  The maintenance charges shall be set, to the extent practicable, to recover the total maintenance and associated A&G costs allocated to the classes in the cost of service study.  The lighting fixture charges and pole charges shall be set to recover the remaining revenue requirement for the Street and Outdoor Lighting rate classes.

Issue 132:
FPUC’s Transitional Rate for Non-Profit Sports Fields shall not be eliminated.  Elimination of the transitional rate would constitute a burdensome rate increase for sports field customers.  Both the customer and non-fuel energy charges for the transitional rate shall be increased by the same percentage revenue increase approved for the GS rate class.

Issue 133:
The appropriate standby service rates shall be approved as follows:



The appropriate monthly Local Facilities Charges are as follows:

$1.89 per KW for customers who have contracted for standby service capacity of less than 500 kW

$0.50 per KW for customers who have contracted for standby service capacity of 500 kW or greater

The Coincident Peak Demand Charge and the Energy Charge for customers located in the former Marianna Division shall be billed at the currently effective purchased power rates of the company’s wholesale supplier for the former Marianna Division.  The Coincident Peak Demand Charge and the Energy Charge for customers located in the former Fernandina Beach Division shall be billed at the currently effective purchased power rates of the company’s wholesale supplier for the former Fernandina Beach Division.
Issue 134:
An adjustment by rate class to account for the increase in unbilled revenues due to the Commission-approved revenue increase shall be made by applying the methodology shown in MFR Schedule E-15 to the Commission-approved revenue increase.
Issue 135
The revised rates and charges shall become effective for meter readings on or after 30 days following the date of the Commission vote approving the rates and charges.

Issue 136
FPUC shall be required to file, within 90 days after the date of the final order in this docket, a description of all entries or adjustments to its annual report, rate of return reports, and books and records which will be required as a result of the Commission’s findings in this rate case.

APPROVAL OF BASE ENERGY CHARGES


At the February 18, 2004 hearing, all issues for hearing were either noted as having been dropped or approved as a stipulation, with the exception of Issues 128 (appropriate base energy charges) and 137 (closure of the docket).  At the March 16, 2004, Agenda Conference, we rendered our decision on Issues 128 and 137.  We approved an allocation of the increased revenues by rate class based on the approved cost of service study.  The allocation was made in a manner that moves the rate of return of each rate class closer to the system rate of return.  No rate class was allocated an increase that exceeded 1.5 times the system average increase, and no rate class was given a rate decrease.  This allocation to the rate classes of the approved increase of $1.82 million is shown in Attachment 6, attached hereto and incorporated herein by reference.
In Issue 128, we also found that the appropriate base energy charges are those shown in Attachment 7, attached hereto and incorporated herein by reference.  This attachment includes the approved base energy charges addressed in this Issue, as well as the previously stipulated customer charges (Issue 126), demand charges (Issue 127), and transformer ownership discounts (Issue 130).  We calculated the Transmission Demand Charge for the General Service Large Demand-1 rate using the methodology contained in the approved stipulation of Issue 127.  The Non-Profit Sports Fields Transitional rate was determined using the methodology described in the approved stipulation of Issue 132.  The street and outdoor lighting rates were calculated based on the methodology that was subject of the approved stipulation of Issue 131.  The approved rates are designed to recover the revenues allocated to each rate class based on the approved cost of service methodology.  We approved the consolidation of the base rates and charges of FPUC’s two electric divisions into a single set of rates that will apply to all of FPUC’s customers by the stipulation of Issue 1.  By Order No. PSC-03-1375-FOF-EG, issued December 4, 2003, in Docket No. 030002-EI, In Re: Energy Conservation Cost Recovery Clause, we approved a single Conservation Cost Recovery factor that is applicable to all of FPUC’s customers, effective January 1, 2004.  Customers in the two divisions, however, continue to pay separate Purchased Power Cost Recovery charges.  In Docket No. 031135-EI, FPUC filed a petition to implement consolidated Purchased Power Cost Recovery charges, which we have not yet considered.
The rates approved herein will result in an increase in the total 1,000 kilowatt-hour monthly residential bill for customers located in the Northwest (Marianna) Division of $3.38, to $66.49.  Customers in the Northeast (Fernandina Beach) Division will see an increase of $5.40, to $55.33.

Based upon the approved stipulation in Issue 135, the revised rates shall become effective for meter readings on or after 30 days following the date of our vote approving the revised rates.  Accordingly, because we approved the new rates at our March 16, 2004, Agenda Conference, the rates shall become effective on April 15, 2004.  Pursuant to the requirements of Rule 25-22.0406(8), Florida Administrative Code, customers shall be notified in their first bill containing the new rates.


Based on the foregoing, it is 
ORDERED by the Florida Public Service Commission that the stipulations proposed at the February 18, 2004 hearing are approved as set forth in the body of this Order.  It is further

ORDERED that each of the findings made in the body of this Order is hereby approved in every respect.  It is further


ORDERED that the Attachments attached hereto are incorporated herein by reference.  It is further

ORDERED that all outstanding issues in this docket have been addressed as final agency action.  With the issuance of this Order, no further action by this Commission is necessary, and this docket shall therefore be closed.

By ORDER of the Florida Public Service Commission this  6th day of April, 2004.

	
	BLANCA S. BAYÓ, Director

Division of the Commission Clerk

and Administrative Services

	
	


	By:
	/s/ Paul Nichols

	
	Paul Nichols, Chief

Bureau of Administrative Services


This is a facsimile copy. Go to the Commission's Web site, http://www.floridapsc.com or fax a request to 1-850-413-7118, for a copy of the order with signature.
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NOTICE OF FURTHER PROCEEDINGS OR JUDICIAL REVIEW


The Florida Public Service Commission is required by Section 120.569(1), Florida Statutes, to notify parties of any administrative hearing or judicial review of Commission orders that is available under Sections 120.57 or 120.68, Florida Statutes, as well as the procedures and time limits that apply.  This notice should not be construed to mean all requests for an administrative hearing or judicial review will be granted or result in the relief sought.


Any party adversely affected by the Commission's final action in this matter may request: 1) reconsideration of the decision by filing a motion for reconsideration with the Director, Division of the Commission Clerk and Administrative Services, 2540 Shumard Oak Boulevard, Tallahassee, Florida 32399-0850, within fifteen (15) days of the issuance of this order in the form prescribed by Rule 25-22.060, Florida Administrative Code; or 2) judicial review by the Florida Supreme Court in the case of an electric, gas or telephone utility or the First District Court of Appeal in the case of a water and/or wastewater utility by filing a notice of appeal with the Director, Division of the Commission Clerk and Administrative Services and filing a copy of the notice of appeal and the filing fee with the appropriate court.  This filing must be completed within thirty (30) days after the issuance of this order, pursuant to Rule 9.110, Florida Rules of Appellate Procedure.  The notice of appeal must be in the form specified in Rule 9.900(a), Florida Rules of Appellate Procedure.
