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Item 1 



State of Florida 

DATE: 

TO: 

FROM: 

RE: 

Public Service Commission 
CAPITAL CIRCLE OFFICE CENTER • 2540 SHUMARD OAK BOULEY ARD 

TALLAHASSEE, FLORIDA 32399-0850 

-M-E-M-0-R-A-N-D-U-M-

November 18,2015 

Office of Commission Clerk (Stauffer) 

Office of Telecommunications (Williams)/ _A/I 
Office ofthe General Counsel (Lherisson) t:K. fi 
Request for Approval of Transfer and Name Ch ge on Certificate of 
Authority No. 8845 from Atlantic Broadband Enterprise, LLC to Atlantic 
Broadband (Miami), LLC. 

AGENDA: 12/3/2015 - Consent Agenda - Proposed Agency Action - Interested 
Persons May Participate 

SPECIAL INSTRUCTIONS: None 

Please place the following request for approval of transfer and name change on Certificate of 
Authority No. 8845 from Atlantic Broadband Enterprise, LLC to Atlantic Broadband (Miami), 
LLC on the consent agenda for approval. 

DOCKET 
NO. COMPANY NAME 

150205-TX Atlantic Broadband Enterprise, LLC 

Atlantic Broadband (Miami), LLC 

CERT. 
NO. 

8845 

The Commission is vested with jurisdiction in this matter pursuant to Section 364.335, Florida 
Statutes. The Certificate of Authority authorizes Atlantic Broadband (Miami), LLC to provide 
Telecommunications Services in the State of Florida as a Telecommunications Company as 
defined by Section 364.02(13), Florida Statutes. Pursuant to Section 364.336, Florida Statutes, 
certificate holders must pay a minimum annual Regulatory Assessment Fee if the certificate is 
active during any portion of the calendar year. A Regulatory Assessment Fee Return Notice will 
be mailed each December to the entity listed above for payment by January 30. 

FPSC Commission Clerk
FILED NOV 18, 2015DOCUMENT NO. 07308-15FPSC - COMMISSION CLERK



State of Florida 

DATE: 

TO: 

FROM: 

RE: 

Public Service Commission 
CAPITAL CmCLE OFFICE CENTER • 2540 SHUMARD OAK BOULEVARD 

TALLAHASSEE, FLORIDA 32399-0850 

-M-E-M -0-R-A-N-D-U-M-

November 18,2015 

Office of Commission Clerk (Stauffer) S ~ ~~ 
Division of Accounting and Finance (Y eiifjy el, , Cicchetti) 
Office ofthe General Counsel (Barrera) ~~ 

Docket No. 150231-GU- Application fo authority to issue debt security, pursuant 
to 366.04, F.S., and Chapter 25-8, F.A.C., by Florida City Gas. 

AGENDA: 12/03/15- Consent Agenda- Final Action- Interested Persons May Participate 

COMMISSIONERS ASSIGNED: All Commissioners 

PREHEARING OFFICER: Administrative 

CRITICAL DATES: None 

SPECIAL INSTRUCTIONS: None 

Please place the following securities application on the consent agenda for approval. 

Docket No. 150231-GU - Application for authority to issue debt security, pursuant to 366.04, 
F.S., and Chapter 25-8, F.A.C., by Florida City Gas. 

Florida City Gas (Company) seeks authori~y~ to finance its on-going cash requirements through 
its participation and borrowings from and investments in AGL Resources Inc.'s (AGLR) Utility 
Money Pool during 2016. Florida City Gas is a division of Pivotal Utility Holdings, Inc., which 
is a wholly-owned subsidiary of AGLR. The maximum aggregate short-term borrowings by 
Pivotal Utility Holdings, Inc.'s three utilities (Elizabethtown Gas, Elkton Gas, and Florida City 
Gas) from the Utility Money Pool during 2016 will not exceed $800 million. Florida City Gas 
states that its share of these borrowings will not exceed $250 million. 

FPSC Commission Clerk
FILED NOV 18, 2015DOCUMENT NO. 07302-15FPSC - COMMISSION CLERK



Docket No. 150231-GU  
Date: November 18, 2015 

In connection with this application, Florida City Gas confirms that the capital raised pursuant to 
this application will be used in connection with the regulated natural gas operations of Florida 
City Gas and not the unregulated activities of the utility or its affiliates. 

Staff has reviewed the Company’s projected capital expenditures. The amount requested by the 
Company exceeds its expected capital expenditures. The additional amount requested exceeding 
the projected capital expenditures allows for financial flexibility for the purposes enumerated in 
the Company’s petition as well as unexpected events such as hurricanes, financial market 
disruptions, and other unforeseen circumstances. Staff believes the requested amounts are 
appropriate. Staff recommends the Company’s petition to issue securities be approved. 
 
For monitoring purposes, this docket should remain open until April 28, 2017, to allow the 
Company time to file the required Consummation Report. 
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State of Florida 

Public Service Commission 
CAPITAL CIRCLE OFFICE CENTER • 2540 SH i\IARD OAK BOULEVARD 

TALL,\IIA SEE, FLORIDA 32399-0850 

-M-E-M -0-R-A-N-D-U-M- -<.n 
.,, 

c-.:. .;e !I 

------------------------------------------------------------~-----C)~-~ 
DATE: 

TO: 

FROM: 

November 18, 2015 

Office of Commission Clerk (Stauffer) 

Office ofthe General Counsel (Page~ ,J.M{o/ 
Division of Economics (Rome, Draper) n l\(30 

(JJJ,;!£- e. s tJ r !'J 

~::::.~: 
,..,~ 
.:::0 (./) 
~~ 

c 

RE: 150241 -PU - Proposed amendments to Rules 25-6.093, Infonnation to Customers; 

25-6.097, Customer Depos its; 25-6. 100, Customer Billings; 25-7.079, Inf01mation 

to Customers; 25-7.083, Customer Deposits; and 25-7.085, Customer Bi ll ing, 

F.A.C. 

AGENDA: 12/03115 - Regular Agenda- Rule Proposal - Interested Persons May Participate 

COMMISSIONERS ASSIGNED: All Commissioners 

PREHEARING OFFICER: Patronis 

RULE STATUS: Proposal May Be Deferred 

SPECIAL INSTRUCTIONS: None 

Case Background 

Rules 25-6.093, Information to C ustomers, 25-6.097, Customer Deposits, 25-6. 100, Customer 

Billings, 25-7.079, Information to Customers, 25-7.083, Customer Deposits, and 25-7.085, 
Customer Billing, Florida Administrative Code (F.A.C.), set forth the requirements for investor 

owned electri c and gas utilities on billings, deposits, and information to customers. The rules 

implement Section 366.05 and Section 366.95, Florida Statutes (F.S.). 

Paragraph 366.05(1)(b), F.S., addresses tiered uti lity rates based on levels of usage and varied 

billing periods. Paragraphs 366.05(1)(c) and (d), F.S., pe1tain to customer deposits and customer 

information for e lectric and gas utiliti es. Paragraphs 366.95(4)(a) and (b), F.S., require billing 

notices for e lectric utilities that have obtained a financing order for nuclear assets and caused 

nuc lear asset recovery bonds to be issued. 

· \-

, 
. . -

FPSC Commission Clerk
FILED NOV 18, 2015DOCUMENT NO. 07327-15FPSC - COMMISSION CLERK



Docket No. 150241-PU 
Date: November 18, 2015 

Staff initiated this rulemaking to conform the rules to the recent amendments to Section 366.05 
and Section 366.95, F.S., and to clarify and simplify the rules and delete unnecessary and 
redundant rule language. The Commission's Notice of Development of Rulemaking was 
published in the Florida Administrative Register (F.A.R.) on September 25, 2015, in Volume 41, 
Number 187. There were no requests for a rule development workshop, so no workshop was 
held. However, comments were received from Gulf Power (Gulf), Tampa Electric Company 
(TECO), Duke Energy (Duke), the Office of Public Counsel (OPC), Florida Power & Light 
Company (FPL) and Peoples Gas System (Peoples). 

This recommendation addresses whether the Commission should propose the amendment of 
Rules 25-6.093, 25-6.097, 25-6.100, 25-7.079, 25-7.083, and 25-7.085, F.A.C. The Commission 
has jurisdiction pursuant to Section 120.54, F.S., and Section 366.05, F.S. 

-2-



Docket No. 150241-PU 
Date: November 18, 2015 

Discussion of Issues 

Issue 1 

Issue 1: Should the Commission propose the amendment of Rules 25-6.093, 25-6.097, 25-
6.100,25-7.079,25-7.083, and 25-7.085, F.A.C.? 

Recommendation: Yes. The Commission should propose the amendment of Rules 25-6.093, 
25-6.097, 25-6.100, 25-7.079, 25-7.083, and 25-7.085, F.A.C., as set forth in Attachment A. 
(Page, Rome, Draper). 

Statutory Amendments 
In the 2015 session, the Legislature amended Section 366.05, and added Section 366.95, F.S., to 

impose new requirements on electric and gas utilities. These new requirements are summarized 
below. 

Paragraph 366.05( 1 )(b), F.S. states that if the Commission authorizes a public utility to charge 
tiered rates based upon levels of usage and to vary its regular billing period, the utility may not 
charge a customer a higher rate because of an increase in usage attributable to an extension of the 

billing period. The regular meter reading date may not be advanced or postponed more than 5 
days for routine operating reasons without prorating the billing for the period. 

Subparagraph 366.05(1)(c)l., F.S., states that effective January 1, 2016, a utility may not charge 
or receive a deposit for existing accounts in excess of 2 months of average actual charges 
calculated by adding the monthly charges from the 12-month period immediately before the date 
any change in the deposit amount is sought, dividing this total by 12, and multiplying the result 

by 2. For a new service request, subparagraph 366.05(l)(c)2., F.S., provides that the total deposit 
shall not exceed 2 months of projected charges, calculated by adding the 12 months of projected 

charges, dividing this total by 12, and multiplying the result by 2. 

Paragraph 366.05( 1 )(d), F.S., provides that if a utility has more than one rate for any customer 

class, it must notify each customer in that class of the available rates and explain how the rate is 
charged to the customer. If a customer contacts the utility seeking assistance in selecting the 
most advantageous rate, the utility must provide good faith assistance to the customer. 

Paragraph 366.95(4)(a), F.S., states that customer billings must explicitly reflect that a portion of 
the charges on the bill represents nuclear-asset recovery charges if a financing order has been 
approved by the Commission and issued to the electric utility. Paragraph 366.95(4)(b), F.S., 

requires the electric utility to include the nuclear asset recovery charge on each customer's bill as 
a separate line item titled "Asset Securitization Charge" and state both the rate and the amount of 

the charge on each bill. 

Staff is recommending that the Commission propose the amendment of Rules 25-6.093, 25-
6.097, 25-6.100, 25-7.079, 25-7.083, and 25-7.085, F.A.C., as set forth in Attachment A to 
implement these statutory changes. Staff is also recommending a number of amendments to 
update and clarify the rules. 
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Docket No. 150241-PU 
Date: November 18,2015 

Electric Utilities 
Rule 25-6.093, F.A.C. 

Issue 1 

Rule 25-6.093(3)(a), F.A.C., Information to Customers, states that by bill insert or other 

appropriate means of communication, the utility shall give to each of its customers a summary of 

major rate schedules which are available to the class of which that customer is a member. Staff 
recommends amendments to Rule 25-6.093(3)(a), F.A.C., to conform the rule to paragraph 
366.05(l)(d}, F.S. 

FPL commented that the information to customers may be provided in paper or electronic form 

and may consist of a summary of all available electrical rates that are available to the class of 

which that customer is a member. Staff believes that allowing the utility to designate the bill 
insert as paper or electronic will ensure that the term "bill insert" is up to date with current 
practices and processes. According to FPL, the use of the term "summary of major rate 

schedules" would result in a substantial expansion of the information that must be provided to 
customers via bill insert. FPL suggests that a summary of all available rates be provided to 
customers, but not all supporting schedules such as the tariffs. Staff agrees that the summary of 
available rates would be beneficial to both the utility and customers and recommends that this 
term be included in the amendments to Rule 25-6.093, F.A.C. 

Staff recommends amendments to Rule 25-6.093, F.A.C., that by paper or electronic bill insert or 

other means agreed to by both the customer and the utility, the utility shall give to each of its 
customers a summary of all available electrical rates applicable to the customer's class. Gulf 

commented that "means agreed to by both the customer and the utility" could create additional 
work to communicate with customers. Gulf suggested that the amendment state that by billing 

statement, website, electronic notification or other appropriate means of communication the 
utility shall give to each of its customers the rate schedules that are available to the customer. 
Staff does not recommend the phrase "appropriate means of communication" because it is vague 

and open to a wide range of possible interpretation. Staff believes that Gulfs suggestion to add 

the terms "billing statement, website and electronic notification" to the list of means by which 
utilities can provide rate information to customers is a reasonable implementation of paragraph 
366.05(1)(d), F.S. Therefore, staff recommends that this suggested language be included in the 
amendments to Rule 25-6.093(3)(a}, F.A.C. 

Paragraph 366.05(1)(d), F.S., states that if a utility has more than one rate for any customer class, 
it must notify each customer in that class of available rates and explain how the rate is charged to 

the customer. The statute states that if a customer contacts the utility seeking assistance in 
selecting the most advantageous rate, the utility must provide good faith assistance to the 
customer. 

Staff believes that Rule 25-6.093, F.A.C., reiterates the provisions of paragraph 366.05(1)(d), 
F.S., regarding customer information and the obtainment of the most advantageous rate for the 
customer's service requirements. Pursuant to paragraph 120.545(1)(c), F.S., the Joint 
Administrative Procedures Committee examines each proposed rule for the purpose of 
determining whether the rule reiterates or paraphrases statutory material. Staff believes that Rule 
25-6.093, F.A.C., reiterates paragraph 366.05(l)(d), F.S., on information regarding available 
rates and assistance in selecting the most advantageous rate. Therefore, staff recommends that 
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Docket No. 150241-PU 
Date: November 18,2015 

Issue 1 

the specific provisions of Rule 25-6.093, F.A.C., which reiterate paragraph 366.05(1)(d), F.S. be 
deleted. 

Staff is also recommending that the Commission propose amendments to sections ( 1 ), (2), and 
(4) of the rule to remove obsolete rule language and to clarify the rule. 

Rule 25-6.097, F.A. C. 
Rule 25-6.097, F.A.C., Customer Deposits, provides that each company's tariff shall contain the 
specific criteria for determining the amount of initial deposit. This rule states that for new or 
additional deposits, the total amount of the deposit shall not exceed an amount equal to twice the 

average charges for actual usage of electric service for the twelve month period immediately 
prior to the date of notice. 

Staff recommends amendments to Rule 25-6.097, F.A.C., stating that the methodology shall 
conform to paragraph 366.05(1)(c), F.S. The specific reference to paragraph 366.05(1)(c), F.S., 
clarifies that utilities must adhere to the statutory methodology for calculating the amount of the 
deposit. 

Staff is also recommending that the Commission propose amendment to section ( 1) of the rule to 
move the requirements for the establishment of credit to section (2) of the rule. Staff believes 
that this amendment will make the rule clearer. Staff is also recommending amendments to 

sections (4), (6) and (7) of the rule to remove obsolete rule language and to clarify the rule 
provisions. 

Rule 25-6. 100, F. A. C. 
Rule 25-6.100, F.A.C., Customer Billings, prescribes the information that electric utilities must 

provide to customers when rendering a bill. This information must be provided with the dollar 
amount of the bill, the customer charge, total electric cost, taxes, and past due balances. 

Staff recommends amended language stating that the dollar amount of the bill must include the 

rate and amount of the "Asset Securitization Charge" as a separate line item pursuant to 
paragraph 366.95(4)(b), F.S., if applicable. This language reflects the requirements of paragraph 

366.95(4)(b), F.S., that this charge be identified as a separate line item on the customer's bill. 

TECO submitted comments and represented that FPL and Duke Energy concurred with TECO's 
comments. TECO suggested that Rule 25-6.1 00(2)(c)5., F.A.C., should state that the total 

electric cost reflected on the customer's bill, should be at a minimum, the costs identified in Rule 
25-6.100(2)(c)l.-4., F.A.C., but can include other line item charges, e.g., Asset Securitization 
Charge, Florida Gross Receipts Tax, etc. TECO asserted that the suggested language simplifies 
the description of what is included in the total electric cost, and provides flexibility for the 
utilities to include other line items as they exist now or may be developed and implemented in 
the future. 

Staff does not recommend that this language suggested by TECO, FPL, and Duke be included in 
Rule 25-6.100(2)(c)5., F.A.C. Paragraph 366.95(4)(b), F.S., is prescriptive and requires that 
electric utilities state the Asset Securitization Charge as a separate line item on the customer's 
bill. Language suggested by TECO, FPL and Duke that the customer's bill can include the Asset 
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Docket No. 150241-PU 
Date: November 18, 2015 

Issue 1 

Securitization Charge does not conform to the statutory requirement that the bill must explicitly 
identify this charge if applicable. Staff recommends that subparagraph 25-6.1 00(2)( c) 11., 
F.A.C., be added to the rule stating that the rate and amount of the "Asset Securitization Charge" 
pursuant to paragraph 366.95(4)(b), F.S., if applicable, must be itemized on the customer's bill. 

FPL suggested that Rule 25-6.100(4), F.A.C., be amended to state that the advancement or 

postponement of the regular meter reading date is governed by subsection 366.05(l)(b), F.S. 
FPL stated that FPL employees routinely refer to the rule with customers as authority when 
addressing any issue involving the advancement or postponement of the regular meter reading 

date. FPL states that this suggested revision of the rule will provide an adequate reference point 
to the Florida Statutes when communications take place between FPL and its customers. 

TECO made a similar suggestion that Rule 25-6.100(4), F.A.C., should contain new language 

citing subsection 366.05(1)(b), F.S., so that utilities will be on notice that advancement or 

postponement of regular meter reading dates is addressed by reference to the statute, and not the 
rule. Staff recommends amendments to the provisions of Rule 25-6.100(4), F.A.C., regarding the 
advancement or postponement of the regular meter reading date as suggested by FPL, TECO, 
and Duke. 

OPC commented that the reference in Rule 25-6.100, F.A.C., to the utility's "local business 
office" should be amended to state contacting the utility. Staff recommends this amendment 

because many utilities no longer have numerous local business offices. 

Gas Uti I ities 
Rule 25-7.079, F.A. C. 

Rule 25-7.079, F.A.C., Information to Customers, states that each utility shall, upon request, give 

its customers such information and assistance as is reasonable, in order that the customer may 
secure safe and efficient service. The rule also states that it is the duty of the utility to assist the 
customer in obtaining the rate which is most advantageous for the customer's service 

requirements. 

Paragraph 366.05(l)(d), F.S., states that if a utility has more than one rate for any customer class, 

it must notify each customer in that class of available rates and explain how the rate is charged to 
the customer. The statute states that if a customer contacts the utility seeking assistance in 
selecting the most advantageous rate, the utility must provide good faith assistance to the 

customer. 

Staff believes that Rule 25-7.079, F.A.C., reiterates the provisions of paragraph 366.05(1)(d), 
F.S., regarding customer information and the obtainment of the most advantageous rate for the 
customer's service requirements. Pursuant to paragraph 120.545(1)(c), F.S., the Joint 
Administrative Procedures Committee examines each proposed rule for the purpose of 
determining whether the rule reiterates or paraphrases statutory material. Staff believes that Rule 
25-7.079, F.A.C., reiterates paragraph 366.05(1)(d), F.S., on information regarding available 
rates and assistance in selecting the most advantageous rate. Therefore, staff recommends that 
the specific provisions of Rule 25-7.079, F.A.C., which reiterate paragraph 366.05(1)(d), F.S. be 
deleted. 
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Docket No. 150241-PU 
Date: November 18, 2015 

Rule 25-7.083, F.A.C. 

Issue 1 

Rule 25-7.083, F.A.C., Customer Deposits, states that each company's tariff shall contain 
specific criteria for determining the amount of initial deposit. Paragraph 366.05(1)(c), F.S., 

contains specific methodologies for the calculation of deposits by utilities for existing accounts 
and new service requests. 

Staff recommends amendments to Rule 25-7.083, F.A.C., to conform the rule to subparagraphs 

366.05(1)(c)l.and 2., F.S. Staff recommends language stating that each company's tariff shall 
identify the methodology for determining the amount of the deposit charged for existing 
accounts and new service requests. Staff recommends that the rule contain language similar to 
that in Rule 25-6.097, F.A.C., i.e., that the methodology shall conform to paragraph 366.05(1)(c), 

F.S. This reference to paragraph 366.05(1)(c), F.S., identifies the formulas for the calculation of 
deposits by gas utilities. 

Rule 25-7.085, F.A.C. 
Rule 25-7.085, F.A.C., Customer Billing, specifies the procedures that gas utilities must follow 

when billing customers for service. Rule 25-7.085(5), F.A.C, states that regular meter reading 
dates may be advanced or postponed not more than five days without a proration of the billing 
for the period. 

Subsection 366.05(1)(b), F.S., provides that regular meter reading dates may not be advanced or 
postponed more than 5 days for routine operating reasons without prorating the bill. Staff 

recommends the deletion of this provision in Rule 25-7.085, F.S., because it reiterates subsection 
366.05(1)(b), F.S. 

Peoples suggested that Rule 25-7.085(5), F.A.C., be amended to provide a reference to 
subsection 366.05(1)(b), F.S., regarding the advancement or postponement of the regular meter 
reading date. Peoples suggests this language because billing employees at the utility utilize the 
Florida Administrative Code rather than the Florida Statutes to respond to billing questions that 

arise. Staff recommends the language suggested by Peoples that puts gas utilities on notice that 
the advancement or postponement of the regular meter reading date is addressed in the statute. 

OPC commented that the reference to "local office" is no longer suitable because most gas 

utilities do not currently have numerous local offices. Peoples made similar comments as to the 
use of the term "local office." Staff agrees with the comments and recommends amending this 
language to state "utility." 

OPC suggested that the term "utility" be substituted for the word "company" in Rule 25-7.085, 
F.A.C} Staff recommends this amendment to so that the references to gas utilities use 
terminology that is consistent with the terms used in rules applicable to electric utilities. 

Statement of Estimated Regulatory Costs 

1 OPC made this suggestion in comments on Rules 25-6.097, 25-6.100, and 25-7.083, F.A.C. Staff also 

recommends amendments to Rules 25-6.097, 25-6.100, and 25-7.083, F.A.C., substituting "company" with "utility." 
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Docket No. 150241-PU 
Date: November 18,2015 

Issue I 

Pursuant to Section 120.54, F.S., agencies are encouraged to prepare a statement of estimated 
regulatory costs (SERC) before the adoption, amendment, or repeal of any rule. The SERC is 
appended as Attachment B to this recommendation. The SERC analysis includes whether the 
rule amendment is likely to have an adverse impact on growth, private sector job creation or 
employment, or private sector investment in excess of $1 million in the aggregate within five 
years after implementation.2 

The SERC concludes that the rule amendments will not likely directly or indirectly increase 
regulatory costs in excess of $200,000 in the aggregate in Florida within one year after 
implementation. The SERC states that any economic impacts that might be incurred by affected 
entities would be a result of statutory changes promulgated under Sections 366.05 and 366.95, 
F.S., and not caused by staffs recommended changes to Commission rules. The SERC states that 
several comments from interested parties were incorporated into the draft rules to provide 
additional clarification. No regulatory alternatives were submitted pursuant to paragraph 
120.54l(l)(a), F.S. The SERC concludes that because the estimated additional transactional 
costs are caused by statutory changes to Commission rules, none of the impact/cost criteria 
established in paragraph 120.541 (2)(a), F.S., will be exceeded as a result of the recommended 
revisions. 

Conclusion 
Based on the foregoing, staff recommends the amendment of Rules 25-6.093, 25-6.097, 25-
6.100,25-7.079,25-7.083, and 25-7.085, F.A.C. 

2 Section 120.541 (2), F.S. 
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Docket No. 150241-PU 
Date: November 18, 2015 

Issue 2: Should this docket be closed? 

Issue 2 

Recommendation: Yes. If no requests for hearing or comments are filed, the rules may be 
filed with the Department of State, and this docket should be closed. (Page) 

Staff Analysis: If no requests for hearing or comments are filed, the rules may be filed with 
the Department of State, and this docket should be closed. 
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Docket No. 150241-PU 
Date: November 18, 2015 

25-6.093 Information to Customers. 

ATTACHMENT A 

2 ( 1) Eaeh Htility shall, Hpoa reqHest of aay eHstomer, give sHeh iaformatioa and assistanee as is 

3 reasoaaele, ia order that the eHstomer ma-y seeure safe aad effieieat serviee. Upon the 

4 customer's request, the utility shall provide to the aay customer information as to the method 

5 of reading meters and the derivation of billing therefrom, the billing cycle and approximate 

6 date of monthly meter reading. 

7 (2) Upon request of the aay customer, the utility shall is reqHired to provide to the customer a 

8 copy and explanation of the utility's rates and provisions applicable to the type or types of 

9 service furnished or to be furnished such customer, and to assist the el:lstomer ia obtaiaiag the 

1 0 rate sefiedHle vlfiiefi is most ad·vtmtageol:ls to tfie e1:1stomer' s req1:1iremeats. 

11 (3)(a) By paper or electronic bill insert, billing statement, website. electronic notification, or 

12 other means agreed to by both the customer and the utility appropriate meaas of 

13 eommHaieatioa, the utility shall give to each of its customers a summary of all available 

14 electrical majer rate~ sefiedHles that wftiGh are available to the class of which that customer is 

15 a member:.;-&BEl 

16 (b) The utility shall provide the information contained in paragraph (a) to all its customers: 

17 1. Not later than 60 days after the commencement of service, aBEl 

18 2. Not less frequently than once each year, and 

19 3. Not later than 60 days after the utility has received approval of its new rate schedule 

20 applicable to such customer. 

21 (c) In this subsection, "rate schedule" shall mean customer charge, energy charge, and demand 

22 charge, as set forth in Rule 25-6.100, F .A. C. 

23 (d) By bill insert, or as a message on the customer bill, on a quarterly basis using the utility's 

24 normal billing cycle, each utility shall provide its customers the sources of generation for the 

25 most recent 12-month period available prior to the billing cycle. The sources of generation 

CODING: Words underlined are additions; words in struek throt:1gfi type are deletions from 
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Date: November 18, 2015 

ATTACHMENT A 

1 shall be stated by fuel type for utility generation and as "purchased power" for off-system 

2 purchases. The sources of generation are to be set forth as kilowatt-hour percentages of the 

3 total utility generation and purchased power. 

4 (4) Upon request of the aey customer, but not more frequently than once each calendar year, 

5 the utility shall provide to the customer transmit a concise statement of the actual 

6 consumption of electric energy by that customer for each billing period during the previous 12 

7 months. 

8 Rulemaking Authority 366.05(1), 350.127(2) FS. Law Implemented 366.03, 366.04(2)(/), (6), 

9 366.041(1), 366.05(1), (3), 366.06(1) FS. History-New 7-29-69, Amended 11-26-80, 6-28-82, 

10 10-15-84, Formerly 25-6.93, Amended 4-18-99, ___ _ 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 
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Docket No. 150241-PU 
Date: November 18, 2015 

25-6.097 Customer Deposits. 

ATTACHMENT A 

2 (1) Deposit reqeired; establishment of credit. Each utility's company's tariff shall state the 

3 methodology contain their speeifie criteria for determining the amount of the iffi.ti.al deposit 

4 charged for existing accounts and new service requests. The methodology shall conform to 

5 paragraph 366.05(1 )(c), F.S. Eaeh etility may reqeire a-n applicant for service to satisfactorily 

6 establish creElit, bet seeh establishment of credit shall not relieve the eestomer from 

7 complying '.VitA the etilities' rules for prompt payment of bills. Credit '.viii ee deemed so 

8 established if: 

9 (a) The apJ:3liea-nt for service furnishes a satisfactory gearan:tor to seeme paymeftt of a ills for 

1 0 the service reqeested. For residefttial ct:1stomers, a satisfactory gHara-ntor shall, at the 

11 minimem, ee a cestomer of the etility 'Nith a satisfactory paymeftt reeorEl. For non residential 

12 customers, a satisfactory gearantor need not be a customer of the Htility. Eaeh Htility shall 

13 develop miaimum financial criteria that a proposed gt:1arantor must meet to qualify as a 

14 satisfactory guarantor. Jt~ eop~· of the criteria shall be made available to eaeh ne'.v aon 

15 residential customer upon reqeest by the customer. A guarantor's liability shall be tefffiinateEl 

16 '+vhen a resiElential customer vlhose payment of bills is seemed by the guarantor meets the 

17 reqeirements of seeseetion (2) of this rule. Guarantors providing seet:H"ity for payment of 

18 residential customers' a ills shall oaly ee liaele for a ills contracted at the service address 

1 9 eo maine a in the contract of guaranty. 

20 (e) The apJ:3lieant pays a eash deposit. 

21 (e) The applieaflt for service fumishes an: irre'roeaele letter of credit from a eanlc or a smety 

22 bemh 

23 (2) Each utility may require an applicant for service to satisfactorily establish credit, but such 

24 establishment of credit shall not relieve the customer from complying with the utility's rules 

25 for payment of bills. Credit will be deemed so established if: 
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Date: November 18, 2015 

ATTACHMENT A 

1 (a) The applicant for service furnishes a satisfactory guarantor to secure payment of bills for 

2 the service requested. For residential customers, a satisfactory guarantor shall, at the 

3 minimum, be a customer of the utility with a satisfactory payment record. For non-residential 

4 customers, a satisfactory guarantor need not be a customer of the utili tv. Each utility shall 

5 develop minimum financial criteria that a proposed guarantor must meet to qualify as a 

6 satisfactory guarantor. A copy of the criteria shall be made available to each new non-

7 residential customer upon request by the customer. A guarantor's liability shall be terminated 

8 when a residential customer whose payment of bills is secured by the guarantor meets the 

9 requirements of subsection (3) of this rule. Guarantors providing security for payment of 

1 0 residential customers' bills shall only be liable for bills contracted at the service address 

11 contained in the contract of guaranty. 

12 (b) The applicant pays a cash deposit. 

13 (c) The applicant for service furnishes an irrevocable letter of credit from a bank or a surety 

14 bond. 

15 Q~) Refund of deposits. After a customer has established a satisfactory payment record and 

16 has had continuous service for a period of 23 months, the utility shall refund the residential 

17 customer's deposits and shall, at the utility's its option, either refund or pay the higher rate of 

18 interest specified below for nonresidential deposits, providing the customer has not, in the 

19 preceding 12 months~. 

20 (a) Made more than one late payment of a bill (after the expiration of20 days from the date of 

21 mailing or delivery by the utility). 

22 (b) Paid with a check refused by a bank. 

23 (c) Been disconnected for nonpayment, or at any time. 

24 (d) Tampered with the electric meter, or 

25 (e) Used service in a fraudulent or unauthorized manner. 
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Date: November 18, 2015 

ATTACHMENT A 

1 (1~) Deposits for existing accounts New or aaaitioaal deposits. A utility may charge require, 

2 upon reasoaaale written notice to the customer of not less than thirty (30) days, a Be'N deposit, 

3 v1here previously vt'aived or returned, or additioaal deposit on an existing account; in order to 

4 secure payment of current bills. Such request for a deposit shall be separate and apart from any 

5 bill for service and shall explain the reason for the such aev1 or additioaal deposit, provided, 

6 hovt'ever, that the total amouat of the required deposit shall aot exceed an afl'iouat equal to 

7 hvice the 8'1erage charges for actual usage of electric service for the tv;eh~e moath period 

8 immediately prior to the date of aotice. Ia the eveat the customer has had service less thaa 

9 tv;elve moaths, thea the utility shall ease its ae:w or additional deposit upoa the a;~erage acmal 

1 0 moathly usage availaele. The deposit charged must conform to the requirements of Section 

11 366.05(1)(c)l., F.S. 

12 (~4) Interest on deposits. 

13 (a) Each electric utility which requires deposits to be made by its customers shall pay a 

14 minimum interest on such deposits of 2 percent per annum. The utility shall pay an interest 

15 rate of 3 percent per annum on deposits of nonresidential customers qualifying under 

16 subsection Q~) when the utility elects not to refund such deposit after 23 months. Sueft 

17 iaterest rates shall ee applied 'NithiB 45 days ofthe effective date oftke mle. 

18 (b) The deposit interest shall be simple interest in all cases and settlement shall be made 

19 annually, either in cash or by credit on the current bill. This does not prohibit any utility 

20 paying a higher rate of interest than required by this rule. No customer depositor shall be 

21 entitled to receive interest on ~ his deposit until and unless a customer relationship and the 

22 deposit have been in existence for a continuous period of six months, then the customer he 

23 shall be entitled to receive interest from the day of the commencement of the customer 

24 relationship and the placement of deposit. Nothing in this rule shall prohibit a utility from 

25 refunding at any time a deposit with any accrued interest. 
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ATTACHMENT A 

I (Q.§.) Record of deposits. Each utility having on hand deposits from a customer or hereafter 

2 receiving deposits from them shall keep records to show: 

3 (a) The name of each customer making the deposit; 

4 (b) The premises for which the deposit applies occupied ey the customer; 

5 (c) The date and amount of deposit; and 

6 (d) Each transaction concerning the deposits such as interest payments, interest credited or 

7 similar transactions. 

8 (16) Receipt for deposit. The utility shall provide a receipt to the customer for any deposit 

9 received from the customer A non traHsferable certificate of deposit shall ee isseed to each 

1 0 ct:Istomer and means provided so that the ct:Istomer may claim the deposit if the certificate is 

11 lost. Where a nev; or additional deposit is required 1:1nder seesection (3) of this rule, a 

12 cestomer' s cancelled cheek or validated eiH coepon may serve as a deposit receipt. 

13 ~+) Refund of deposit when service is discontinued. Upon termination of service, the deposit 

14 and accrued interest may be credited against the final account and the balance, if any, shall be 

15 returned promptly to the customer but in no event later than fifteen (15) days after service is 

16 discontinued. 

17 Rulemaking Authority 366.05(1), 350.127(2) FS. Law Implemented 366.03, 366.041(1), 

18 366.05(1), 366.06(1) FS. History-New 7-29-69, Amended 5-9-76, 7-8-79, 6-10-80, 10-17-83, 

19 1-31-84, Formerly 25-6.97, Amended 10-13-88, 4-25-94, 3-14-99, 7-26-12, ___ _ 

20 

21 

22 

23 

24 

25 
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Docket No. I5024I-PU 
Date: November I8, 20 I5 

25-6.100 Customer Billings. 

ATTACHMENT A 

2 (I) Bills shall be rendered monthly and as promptly as possible following the reading of 

3 meters. 

4 (2) By Jemuaty 1, 1983, geach customer's bill shall show at least the following information: 

5 (a) The meter reading and the date the meter is read, in addition to the meter reading for the 

6 previous period. If the meter reading is estimated, the word "estimated" shall be prominently 

7 displayed on the bill. 

8 (b) I. Kilowatt-hours (KWH) consumed including on and off peak if customer is time-of-day 

9 metered. 

I 0 2. Kilowatt (KW) demand, if applicable, including on and off peak if customer is time-of-day 

II metered. 

I2 (c) The dollar amount of the bill, including separately: 

I3 I. Customer,_ Base or Basic Service charge. 

I4 2. Energy (KWH) charge~, exclusive of fuel, in cents per KWH, ineluding amooots for on and 

I5 off peak if the e1:1stomer is time of day metered, and applicable cost recovery clause charges 

I6 energy eonsentation eosts . 

I7 3. Demand (KW) charge~, exclusive of fuel, in dollar cost per KW, if applicable, for any 

I8 demand charges included in the utility's rate structure and applicable cost recovery clause 

I9 charges inel1:1ding amounts for on and off peal( if the eustomer is time of day metered. 

20 4. Fuel (KWH) charges eest in cents per KWH (no fuel costs shall be included in the Energy 

2I or Demand ease charge~ for demand or energy). 

22 5. Total electric cost which, at a minimum, is the sum of the eustomer ehatge, total fuel eost, 

23 total energy east, and total demaad east. charges 1 through 4 above but can include other line 

24 item charges (e.g .. Florida Gross Receipts Tax. etc.). 

25 6. Franchise fees, if applicable. 
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Docket No. 150241-PU 
Date: November 18, 2015 

1 7. Taxes, as applicable on purchases of electricity by the customer. 

2 8. Any discount or penalty, if applicable. 

3 9. Past due balances shown separately. 

4 10. The gross and net billing, if applicable. 

ATTACHMENT A 

5 11. The rate and amount of the "Asset Securitization Charge," pursuant to paragraph 

6 366.95(4)(b), F.S., if applicable. 

7 (d) Identification of the applicable rate schedule. 

8 (e) The date by which payment must be made in order to benefit from any discount or avoid 

9 any penalty, if applicable. 

10 (f) The average daily KWH consumption for the current period and for the same period in the 

11 previous year, for the same customer at the same location. 

12 (g) The delinquent date or the date after which the bill becomes past due. 

13 (h) Any conversion factors which can be used by customers to convert from meter reading 

14 units to billing units. Where metering complexity makes this requirement impractical, a 

15 statement must be on the bill advising where and how that such information may be obtained 

16 from by eontaeting the utility's loeal business offiee. 

17 (i) Where budget billing is used, the bill shall eontain the current month's actual consumption 

18 and charges should be shown separately from budgeted amounts. 

19 (j) If applicable, the information required by subsection 366.8260( 4), F.S., and subsection 

20 366.95(4), F.S. 

21 (kj) The name and address of the utility and plus the telephone toll fi:ee number(s) and web 

22 address where customers can receive information about their bill as well as locations where 

23 the customers can pay their utility bill. Such information must identify those locations where 

24 no surcharge is incurred. 

25 (3) When there is sufficient cause, estimated bills may be submitted provided that with the 
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Date: November 18, 2015 

ATTACHMENT A 

third consecutive estimated bill the company shall contact the customer explaining the reason 

2 for the estimated billing and who to contact in order to obtain an actual meter reading. An 

3 actual meter reading must be taken at least once every six months. If an estimated bill appears 

4 to be abnormal when a subsequent reading is obtained, the bill for the entire period shall be 

5 computed at a rate which contemplates the use of service during the entire period and the 

6 estimated bill shall be deducted. If there is reasonable evidence that such use occurred during 

7 only one billing period, the bill shall be computed. 

8 (4) The advancement or postponement oft+he regular meter reading date is governed by 

9 subsection 366.05(1)(b), F.S. may be advaneed or postponed not more than five days v1ithoet 

1 0 a pro ration of the billing for the period. 

11 (5) Whenever the period of service for which an initial or opening bill is rendered is less than 

12 the normal billing period, the charges applicable to such service, including minimum charges, 

13 shall be prorated pro rated except that initial or opening bills need not be rendered but the 

14 energy used during such period may be carried over to and included in the next regular 

15 monthly billing. 

16 (6) The practices employed by each utility regarding customer billing shall have uniform 

1 7 application to all customers on the same rate schedule. 

18 (7) Franchise Fees. 

19 (a) When a municipality charges a utility any franchise fee, the utility may collect that fee only 

20 from its customers receiving service within that municipality. When a county charges a utility 

21 any franchise fee, the utility may collect that fee only from its customers receiving service 

22 within that county. 

23 (b) A utility may not incorporate any franchise fee into its other rates for service. 

24 (c) For the purposes of this subsection, the term "utility" shall mean any electric utility, rural 

25 electric cooperative, or municipal electric utility. 
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Date: November 18, 2015 

ATTACHMENT A 

1 (d) This subsection shall not be construed as granting a municipality or county the authority to 

2 charge a franchise fee. This subsection only specifies the method of collection of a franchise 

3 fee, if a municipality or county, having authority to do so, charges a franchise fee. 

4 Rulemaking Authority 366.05(1), 366.04(2) FS. Law Implemented 366.03, 366.04(2), 

5 366.041(1), 366.05(1 ), 366.051, 366.06(1}, 366.8260(4), 366.95(4) FS. History-New 2-25-76, 

6 Amended 4-13-80, 12-29-81, 6-28-82, 5-16-83, 2-4-13, ___ _ 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 
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Date: November 18, 2015 

1 25-7.079 Information to Customers. 

ATTACHMENT A 

2 ( 1) Eaeh etility shall, l:lfJOn request, give its eestomers seeh information and assistaHee as is 

3 reasonaale, in order that the eustomer maj· seeere safe and effieient serviee. The utility shall, 

4 when requested, by the customer, provide to the any customer information as to the method of 

5 reading meters and derivation of billing therefrom. 

6 (2) Upon request of the any customer, it shall ae the dety of the utility shall te provide to the 

7 customer, a copy and/or explanation of the utility's rates applicable to the type or types of 

8 service furnished or to be furnished to the suefi customer, and to assist him in oetaining the 

9 rate ·,vhieh is most ad¥antageoes for the eestomer's his serviee reqeirements. 

10 Rulemaking Authority 366.05(1) FS. Law Implemented 366.03, 366.05(1), 366.06 FS. 

11 History-New 1-8-75, Repromulgated 5-4-75, Formerly 25-7.79, Amended ____ _ 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 
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25-7.083 Customer Deposits 

ATTACHMENT A 

2 (1) Def)osit required; establishmeat oferedit Each utility's eom13any's tariff shall state the 

3 methodology eoataia their speeifie eriteria for determining the amount of the ffiitial deposit 

4 charged for existing accounts and new service requests. The methodology shall conform to 

5 Section 366.05(1 )(c), F.S. Eaek mility may reql:lire an af>f>lieant for serviee to satisfaetorily 

6 establisk eredit, bl:lt sl:leh establishmeflt of eredit skall aot relie;·e tke el:lstomer from 

7 eomf)lyiag '.vitk tke l:ttilities' rules for J3rom13t 13aymeat of bills. Credit \\'ill be deemed so 

8 established if: 

9 (a) The af>f>lieaat for serviee furnishes a satisfaetory guarantor to seeure 13aymeflt of bills for 

1 0 the serviee req1:1ested. For resideatial e1:1stomers, a satisfaetory guarantor shall, at the 

11 miaimum, be a eustomer of the mility 'Nith a satisfaetory f)aymeat reeord. For aoa resideatial 

12 e1:1stomers, a satisfaetory guaraator aeed aot be a el:lstomer of the 1:1tility. Eaeh mility shall 

13 de;·elof> miaimum fiaaneial eriteria that a prof>osed gl:larantor must meet to ql:lalify as a 

14 satisfaetory guarantor. lL eof>y of the eriteria shall be made available to eaeh aev; aoa 

15 resideatial el:lstomer Uf>Ofl reql:lest by the el:lstomer. lAL guaraAtor' s liability shall be tem1iaated 

16 'Nkea a resideatial el:lstomer ·.v-hose 13aymeat of bills is seeured b~· the gHaraAtor meets the 

1 7 reql:liremeats of sl:lbseetioa (e) of this rule. Guaraators 13rovidiag seeurity for f)aymeat of 

18 resideatial eustomers' bills skall oaly be liable for bills eoatraeted at tke serviee address 

19 eoataiaed ia tke eoatraet of gl:laraa-ty. 

20 (b) The af>f>lieaat 13ays a eash deposit. 

21 (e) The af>f>lieant for serviee fumishes an irre;·oeable letter of eredit from a baak or a surety 

22 aeath 

23 (2) Each utility may require an applicant for service to satisfactorily establish credit, but such 

24 establishment of credit shall not relieve the customer from complying with the utility's rules 

25 for payment of bills. Credit will be deemed so established if: 
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ATTACHMENT A 

(a) The applicant for service furnishes a satisfactory guarantor to secure payment of bills for 

2 the service requested. For residential customers. a satisfactory guarantor shall. at the 

3 minimum. be a customer of the utility with a satisfactory payment record. For non-residential 

4 customers, a satisfactory guarantor need not be a customer of the utility. Each utility shall 

5 develop minimum financial criteria that a proposed guarantor must meet to qualify as a 

6 satisfactory guarantor. A copy of the criteria shall be made available to each new non-

7 residential customer upon request by the customer. A guarantor's liability shall be terminated 

8 when a residential customer whose payment of bills is secured by the guarantor meets the 

9 requirements of subsection (7) of this rule. Guarantors providing security for payment of 

I 0 residential customers' bills shall only be liable for bills contracted at the service address 

II contained in the contract of guaranty. 

I2 (b) The applicant pays a cash deposit. 

I3 (c) The applicant for service furnishes an irrevocable letter of credit from a bank or a surety 

I4 bond. 

I5 Q~) Receipt for deposit. The utility shall provide a receipt to the customer for any deposit 

I6 received from the customer. z'\ non transferable certificate of deposit shall he isseed to each 

I 7 eestomer aad means provided so that the customer may elaim the deposit if the certifieate is 

I8 lost. V.'hen a ne\v or additional deposit is reqeired Hnder sehsection (3) of this rule a 

I9 cestomer's eaneelled eheek or validated hill eoHpon may serve as a deposit reeeipt. 

20 (~3-) Deposits for existing accounts Nev1 or additional deposits. A utility may charge reqHire, 

2I upon reasonable written notice to the customer of not less than 30 days, seek reqeest or notiee 

22 heing separate and apart from any hill for serviee, a nevl deposit, vffiere previoesly v:aived or 

23 retemed, or an additional f! deposit on an existing account, in order to secure payment of 

24 eWTent bills; provided, hov1ever, that the total amol:lnt of the reql:lired deposit shall not e~ceeed 

25 an amm:mt eqeal to the average aetHal charges for gas service for tv;o hilling periods for the 
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ATTACHMENT A 

12 moAth f)eriod immediately f)rior to the date of Aotiee. lA the eveRt the etlstomer l=las had 

2 serviee less than 12 moAths, theA the Htility shall base its Ae:vl or additioAal def)osit upoA the 

3 average aettlal monthly billiAg BNailable. Such request for a deposit shall be separate and apart 

4 from any bill for service and shall explain the reason for the deposit. The deposit charged must 

5 conform to the requirements of Section 366.05(1 )(c) 1 .. F.S. 

6 (l4) Record of deposit. Each utility having on haRd deflosits from eHstomers or hereafter 

7 reeeiviAg deflosits from them shall keep records to show: 

8 (a) The name of each customer making the deposit; 

9 (b) The premises for which the deposit applies oeeHf)ied by the eHstomer; 

10 · (c) The date and amount of deposit; and 

11 (d) Each transaction concerning the deposit such as interest payments, interest credited or 

12 similar transactions. 

13 (§~) Interest on deposits. 

14 (a) Each gas utility which requests deposits to be made by its customers shall pay a minimum 

15 interest on such deposits of 2 percent per annum. The utility shall pay a minimum interest rate 

16 of 3 percent per annum on deposits of nonresidential customers qualifying under subsection 

17 (7_e) below when the utility elects not to refund such a deposit after 23 months. SHea iAterest 

18 rates shall be aflfllied '.vithiA 4 5 days of the effeetive date of tee rule. 

19 (b) The deposit interest shall be simple interest in all cases and settlement shall be made 

20 annually, either in cash or by credit on the current bill. This does not prohibit any utility 

21 paying a higher rate of interest than required by this rule. No customer depositor shall be 

22 entitled to receive interest on ~ ffi.s deposit until and unless a customer relationship and the 

23 deposit have been in existence for a continuous period of six months, then the customer fie 

24 shall be entitled to receive interest from the day of the commencement of the customer 

25 relationship and the placement of deposit. Nothing in this rule shall prohibit a utility from 
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1 refunding at any time a deposit with any accrued interest. 

ATTACHMENT A 

2 (7e) Refund of deposit. After a customer has established a satisfactory payment record and has 

3 had continuous service for a period of 23 months, the utility shall refund the residential 

4 customer's deposits and shall, at the utility's its option, either refund or pay the higher rate of 

5 interest specified above for nonresidential deposits, provided the customer has not, in the 

6 preceding 12 months: 

7 (a) Made more than one late payment of a bill (after the expiration of20 days from the date of 

8 mailing or delivery by the utility); 

9 (b) Paid with check refused by a bank; 

1 0 (c) Been disconnected for nonpayment, or at any time; 

11 (d) Tampered with the gas meter; or 

12 (e) Used service in a fraudulent or unauthorized manner. }'~othiag ia tms mle shall }9Fohibit the 

13 eOHl}9any fFoffi Fe:fi:mdiag at any tiHle a de}9osit '.vita any aeemed iaterest. 

14 ~+) Refund of deposit when service is disconnected. Upon termination of service, the deposit 

15 and accrued interest may be credited against the final account and the balance, if any, shall be 

16 returned promptly to the customer but in no event later than fifteen ( 15) days after service is 

1 7 discontinued. 

18 Rulemaking Authority 366.05(1), 350.127(2) FS. Law Implemented 366.03, 366.05(1) FS. 

19 History-New 1-8-75, Amended 6-15-76, 6-10-80, 1-31-84, Formerly 25-7.83, Amended 10-13-

20 88, 4-25-94, 3-14-99, 7-26-12, ____ _ 

21 

22 

23 

24 

25 
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1 25-7.085 Customer Billing. 

ATTACHMENT A 

2 ( 1) Bills shall be rendered monthly. With the exception of a duplicate bill, each customer's bill 

3 shall show at least the following information: 

4 (a) The meter reading and the date the meter was read plus the meter reading for the previous 

5 period. When an electronic meter is used, the gas volume consumed for the billing month may 

6 be shown. If the gas consumption is estimated, the word "estimated" shall prominently appear 

7 on the bill. 

8 (b) Therms and cubic feet consumed. 

9 (c) The total dollar amount of the bill, indicating separately: 

1 0 1. Customer.1 Base or Basic Service charge. 

11 2. Energy (therm) charge~ exclusive of fuel cost in cents per therm. 

12 3. Fuel (therm) charges eest in cents per therm (no fuel costs shall be included in the charge 

13 for energy). 

14 4. Total gas cost which at a minimum is the sum of charges 1 through 3 above but can include 

15 other line item charges (e.g .. Florida Gross Receipts Tax) the e1:1stomer charge, total fuel eost 

16 ana total energy eost. 

17 5. Franchise fees, if applicable. 

18 6. Taxes, as applicable on purchases of gas by the customer. 

19 7. Any discount or penalty, if applicable. 

20 8. Past due balances. 

21 9. The gross and net billing, if applicable. 

22 (d) Identification of the applicable rate schedule. 

23 (e) The date by which payment must be made in order to benefit from any discount or avoid 

24 any penalty, if applicable. 

25 (f) The average daily therm consumption for the current period and for the same period in the 

CODING: Words underlined are additions; words in stmek through type are deletions from 
existing law. 
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previous year, for the same customer at the same location. 

2 (g) The delinquent date or the date after which the bill becomes past due. 

ATTACHMENT A 

3 (h) Any conversion factors which can be used by customers to convert from meter reading 

4 units to billing units. 

5 (i) Where budget billing is used, the bill shall contain the current month's consumption and 

6 charges separately from budgeted amounts. 

7 G) The name of the utility plus the address-1 ami telephone number(~) and web address ef.the 

8 loeal offiee where the bill can be paid and questions concerning the bill can be answered. 

9 (2) All gas utilities shall charge for gas service on a thermal basis instead of on a volume 

1 0 basis. The provisions governing customer billing on a thermal basis shall be as follows: 

11 (a) The unit of service shall be the "Therm." 

12 (b) The number of therms which shall have been taken by consumer during a given period 

13 shall be determined by multiplying the difference in the meter readings in cubic feet at the 

14 beginning and end ofthe period by the conversion factors in paragraph (1)(h) including a 

15 heating-value factor which has been determined as prescribed in paragraph (c) below. 

16 (c) The heating-value factor for gas utilities receiving and distributing natural gas shall be the 

17 average thermal value of the natural gas received and distributed during the preceding month. 

18 In case the average heating value during the calendar month has been below the standard, then 

1 9 the value to be used in determining the factor shall be the heating value standard minus a 

20 deduction of one percent (1 %) for each one percent (1 %) or fraction thereof that the average 

21 heating value has been below the standard. 

22 (d) The consumer shall be billed to the nearest one-tenth of a therm. 

23 (3) Whenever the period of service for which an initial or opening bill would be rendered is 

24 less than the normal billing period, no bill for that period need be rendered if the volume 

25 amount consumed is carried over and included in the next regular monthly billing. If, 

CODING: Words underlined are additions; words in struek throagh type are deletions from 
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ATTACHMENT A 

however, a bill for such period is rendered, the applicable charges, including minimum 

2 charges, shall be prorated. 

3 (4) When there is sufficient cause, estimated billings may be used by a utility provided that 

4 with the customer's third consecutive estimated billing the customer is informed of the reason 

5 for the estimation and whom to contact to obtain an actual meter reading if one is desired. An 

6 actual meter reading must be taken at least once every six months. If an estimated bill appears 

7 to be abnormal once an actual meter reading is obtained, the bill for the entire estimation 

8 period shall be computed at a rate based on use of service during the entire period and the 

9 estimated bill shall be deducted. If there is substantial evidence that such use occurred during 

1 0 only one billing period, the bill shall be computed. 

11 ( 5) The advancement or postponement of rRegular meter reading dates is governed by 

12 subsection 366.05(1)(b), F.S. may be advemeed or flOStf)oned not more than five days \Vithoet 

13 a Jlroration of the billiag for the Jleriod. 

14 (6) The practices employed by each utility regarding customer billing shall have uniform 

15 application to all customers on the same rate schedule. 

16 (7) Franchise Fees. 

17 (a) When a municipality charges a utility any franchise fee, the utility may collect that fee only 

18 from its customers receiving service within that municipality. When a county charges a utility 

19 any franchise fee, the county may collect that fee only from its customers receiving service 

20 within that county. 

21 (b) A utili tv eomJlany may not incorporate any franchise fee into its other rates for service. 

22 (c) This subsection shall not be construed as granting a municipality or county the authority to 

23 charge a franchise fee. This subsection only specifies the method of collection of a franchise 

24 fee, if a municipality or county, having authority to do so, charges a franchise fee. 

25 Rulemaking Authority 366.05(1) FS. Law Implemented 366.05(1}, 366.06(1) FS. History-New 
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12-15-73, Repromulgated 1-8-75, Amended 5-4-75, 11-21-82, 12-26-82, Formerly 25-7.85, 

Amended 10-10-95, 7-3-96, 
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State of Florida 

DATE: November 6, 2015 

ATTACHMENT B 

Jublit~mntt C1Llllttlttimmm 
C\I'I"J",\L ClltCU: OHICI': CENTEit • 2540 Sllll.\IAilO 0,\~ Dotru:V,\RD 

TALL\IIASS.:E, FLORIIJA 32399-0851) 

-M-E-M-0-R-A-N-D-U-M-

TO: Pamela H. Page, Senior Attorney, Office of the General Counsel 

FROM: Clyde D. Rome, Public Utility Analyst II. Division of Economics {!l2J2 
RE: Statement of Estimated Regulatory Costs for Recommended Revisions to Chapters 

25-6 (Electric Service by Electric Public Utilities) and 25-7 (Gas Service by Gas 

Public Utilities), Florida Administrative Code (F.A.C.) 

During the 2015 session. the Florida Legislature enacted House Bi II 71 09 which was 

inc01·porated into Chapter 2015-129, Laws of Florida. Among other things, the legislation added 

new requirements to Section 366.05. Florida Statutes (F.S.) and created Section 366.95, F.S. 

These Jaws became effective on July I. 2015. To implement the new laws, staff is recommending 

amendments to Rules 25-6.093 and 25-7.079, f.A.C. (Information to Customers), Rules 25-

6.097 and 25-7.083, r.A.C. (Customer Deposits), and Rules 25-6.100 and 25-7.085, F.A.C. 

{Customer Billings). Starr is recommending these rule changes so that Commission rules will 

continue to be consistent with the requirements of the empowering statutes as •·evised during the 

2015 legislative session. Therefore, any econornic impacts that might be incurred by affected 

entities would be a result or statutory changes promulgated under Sections 366.05 and 366.95, 

F.S .. and not caused by staff's recommended changes to Commission rules. 

The attached Statement of Estimated Regulatory Costs (SERC) addresses the considerations 

required pursuant to Section 120.541, Florida Statutes (F.S.). The SERC contains an appendix 

which is divided into two sections. Section 1 of the SERC Appendix includes a summary of the 

key rule changes. Section 2 contains a discussion of the prospective rule amendments associated 

with statutory changes that potentiully may result in additional transactional costs. 

Benefits of the statutory changes and the recommended rule revisions to implement the statutory 

changes potentially may be realized by investor-owned electric and gas utilities and their 

ratepayers. Utilities may experience fewer customer complaints regarding charges billed or other 

customer service issues. Ratepayers of electric utilities with nuclear asset-recovery bonds 

potentially may benetit from having the asset securitization charge listed as n separate line item 

on customer bills as it may lead to better customer understanding of the charges tbr which they 

are billed. Electric and gus utility ratepayers potentially may benefit ti·om additional utility 

assistance in selecting the nppmpriate rate schedule to best meet their specific needs and from 

the clarilication of the method of determining customer deposits. Electric and gas utility 

ratepayers also may bene lit in the tbnn of lower bills due to the prohibition of charging for usage 

at u higher tiered rate if the usage increase is uttributabh: to an extension in the billing period. 
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No workshop was requested in conjunction with the recommended rule revisions. Several 

comments from interested parties were incorporated into the draft rules to provide additional 

clarification. No regulatory alternatives were submitted pursuant to paragraph 120.541(l)(a), 

F.S. Because the estimated additional transactional costs are caused by statutory changes and not 

stafrs recommended changes to Commission rules, none of the rule impact/cost criteria 

established in paragraph 120.541(2)(a), F.S., will be exceeded as a result of the recommended 

revisions. 

cc: (Draper, Daniel, Shafer, Cibula, SERC tile) 
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Florida Public Service Commission 
Statement of Estimated Regulatory Costs 

Chapters 25-6 and 25-7, F.A.C. 

ATTACHMENT B 

1. Will the proposed rule have an adverse impact on small business? 

[120.541(1)(b), F.S.] (See Section E., below, for definition of small business.) 

Yes D No 181 

For clarification. please see comments in Sections Af3J and Ef1 J. below. 

2. Is the proposed rule likely to directly or indirectly increase regulatory costs in 

excess of $200,000 in the aggregate in this state within 1 year after 

implementation ofthe rule? [120.541(1)(b), F.S.] 

Yes D No lgj 

If the answer to either question above is "yes", a Statement of Estimated Regulatory 

Costs (SERC) must be prepared. The SERC shall include an economic analysis 

showing: 

A. Whether the rule directly or indirectly: 

(1) Is likely to have an adverse impact on any of the following in excess of $1 

million In the aggregate within 5 years after implementation of the rule? 

[120.541(2)(a)1, F.S.] 

Economic growth Yes D No 181 

Private-sector job creation or employment Yes D No 181 

Private-sector investment Yes D No 181 

(2) Is likely to have an adverse impact on any of the following In excess of $1 
million in the aggregate within 5 years after Implementation of the rule? 

[120.541(2)(a)2, F.S.] 

Business competitiveness (including the ability of persons doing 
business in the state to compete with persons doing business in other 

states or domestic markets) Yes D No ~ 

Productivity 

Innovation 
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(3) Is likely to Increase regulatory costs, including any transactional costs, in 

excess of $1 million in the aggregate within 5 years after the implementation of 

the rule? [120.541(2)(a)3, F.S.] · 

Yes 0 No 181 

Economic Analysis: 
A summary of the key rule changes is included in Section 1 of the SERC 

Appendix. Specific elements of the associated economic analysis are identified 

below in Sections B through F of this SERC. 

During the 2015 session, the Florida Legislature enacted House Bill7109 which 

was incorporated into Chapter 2015-129, Laws of Florida. Among other things, 

the legislation added new requirements to Section 366.05, F.S., and created 

Section 366.95, F.S. These laws became effective on July 1, 2015. To Implement 

the new laws, staff is recommending amendments to Rules 25-6.093 and 25-

7.079, F.A.C. (Information to Customers), Rules 25-6.097 and 25-7.083, FA.C. 

(Customer Deposits), and Rules 25-6.100 and 25-7.085, F.A.C. (Customer 

Billings). Staff is recommending these rule changes so that Commission rules will 

continue to be consistent with the requirements of the empowering statutes as 

revised during the 2015 legislative session. 

Therefore, any economic Impacts that might be incurred by affected entities 

would be a result of statutory changes promulgated under Sections 366.05 and 

366.95, F.S., and not caused by staffs recommended changes to Commission 

rules. Because estimated additional transactional costs are caused by statutory 

changes and not staffs recommended changes to Commission rules, none of the 

rule impact/cost criteria established in paragraph 120 .. 541(2)(a), F.S., will be 

exceeded as a result of the recommended rule revisions. 

B. A good faith estimate of: [120.541(2)(b), F.S.] 

(1) The number of individuals and entitles likely to be required to comply with the rule. 

Potentially affected entities include 5 investor-owned electric utilities and Blnvestor

owned natural gas utilities. Utilities which come under the jurisdiction of the Commission 

in the future also would be required to comply. 

(2) A general description of the types of individuals likely to be affected by the rule. 

Florida's 5 Investor-owned electric utilities serve approximately 7.45 million customers. 

Florida's 8 investor-owned natural gas utilities serve approximately 530,000 customers. 

[Source: Facts and Figures of the Florida Utility Industry; PSC - March 2015] 

2 
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C. A good faith estimate of: (120.541{2)(c), F.S.] 

(1) The cost to the Commission to implement and enforce the rule. 

1:81 None. To be done with the current workload and existing staff. 

D Minimal. Provide a brief explanation. 

D Other. Provide an explanation for estimate and methodology used. 

ATTACHMENT B 

(2) The cost to any other state and local government entity to implement and enforce 

the rule. 

1:81 None. The rule will only affect the Commission. 

0 Minimal. Provide a brief explanation. 

0 Other. Provide an explanation for estimate and methodology used. 

(3) Any anticipated effect on state or local revenues. 

0 None. 

D Minimal. Provide a brief explanation. 

181 Other. Provide an explanation for estimate and methodology used. 

It is not anticipated that state and local governments would Incur additional costs 

in association with the recommended rule revisions. Staff notes that the final bill 

analysis prepared in support of HB 71 09 indicated that the Revenue Estimating 

Conference projected a negative fiscal impact on state revenues of $400,000 in 

FY 2015-2016 and a recurring $1.6 million in FY 2016-2017 and thereafter, and a 

negative fiscal Impact on local government revenues of $700,000 in FY 2015-

2016 and a recurring $2.7 million in FY 2016-2017 and thereafter.1 These 
estimated impacts are anticipated to result from reductions in overall taxable 

charges to customers and reduced collections of municipal and county public 

service taxes and franchise fees. 2 Staff notes that these estimated impacts are a 

result of statutory changes promulgated through the creation of Section 366.95, 

F.S., as contained in HB 7109, which are beyond the scope of the changes to 

Commission rules being recommended by staff. Therefore, any economic 
impacts that might be incurred by affected entities would be a result of statutory 

changes to Chapter 366, F .S., and not caused by staff's recommended .changes 

to Commission rules. 

1 Florida House of Representatives, Final Bill Analysis - CSIHB 7109, June 12, 20 IS; page I. 
1 ld., pp. 14·15. 

3 
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D. A good faith estimate of the transactional costs likely to be incurred by individuals 

and entities (including local government entities) required to comply with the 

requirements of the rule. "Transactional costs" include filing fees, the cost of obtaining a 

license, the cost of equipment required to be installed or used, procedures required to 

be employed in complying with the rule, additional operating costs incurred, the cost of 

monitoring or reporting, and any other costs necessary to comply with the rule. 

[120.541(2)(d), F.S.] 

D None. The rule will only affect the Commission. 

0 Minimal. Provide a brief explanation. 

~ Other. Provide an explanation for estimate and methodology used. 

Please refer to Section 2 of the SERC Appendix for a discussion of potential 

transactional costs that may be associated with the recommended rule revisions. 

E. An analysis of the impact on small businesses, and small counties and small cities: 

[120.541(2)(e), F.S.] 

(1) "Small business" is defined by Section 288.703, F.S., as an independently owned 

and operated business concern that employs 200 or fewer permanent full-time 

employees and that. together with its affiliates, has a net worth of not more than $5 

million or any firm based in this state which has a Small Business Administration 8(a) 

certification. As to sole proprietorships. the $5 million net worth requirement shall 

include both personal and business investments. 

[8J No adverse impact on small business. [See clarification below.] 

D Minimal. Provide a brief explanation. 

D Other. Provide an explanation for estimate and methodology used. 

Based on a review of inv~stor-owned electric and gas utility annual reports, it is 

estimated that one gas utility potentially might meet the definition of "small 

business" as defined in Section 288.703, F.S. However, as noted In Section A 
above. any economic impacts that might be incurred by affected entities would 

be a result of statutory changes promulgated under Sections 366.05 and 366.95, 

F.S .• and not caused by staff's recommended changes to Commission rules. 

4 
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It is difficult to estimate the number of the affected utilities' customers that would 
meet the definition of "small business .. as defined In Section 288.703, F.S. 
However, as noted In Section A above, any economic impacts that might be 
incurred by affected entities would be a result of statutory changes promulgated 
under Sections 366.05 and 366.95, F.S., and not caused by staff's recommended 
changes to Commission rules. 

(2) A "Small City .. is defined by Section 120.52, F.S., as any municipality that has an 
unincarcerated population of 10,000 or less according to the most recent decennial 
census. A .. small county" is defined by Section 120.52, F.S., as any county that has an 
unincarcerated population of 75,000 or less according to the most recent decennial 
census. 

181 No impact on small cities or small counties. 

D Minimal. Provide a brief explanation. 

D Other. Provide an explanation for estimate and methodology used. 

"Small cities" and "small counties" as defined by Section 120.52, F.S., are not 
expected to be affected other than in the unlikely scenario where such entities 
might be direct customers of the affected utilities. However, as noted in Section A 
above, any economic impacts that might be incurred by affected entities would 
be a result of statutory changes promulgated under Sections 366.05 and 366.95, 

F.S., and not caused by staff's recommended changes to Commission rules. 

F. Any additional information that the Commission determines may be useful. 
[120.541(2)(1), F.S.] 

D None. 

Additional Information: 
No workshop was requested in conjunction with the recommended rule revisions. 
Several comments from interested parties were Incorporated into the draft rules 
to provide additional clarification. 

5 
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G. A description of any regulatory alternatives submitted and a statement adopting the 
alternative or a statement of the reasons for rejecting the alternative In favor of the 
proposed rule. [120.541(2)(g), F.S.) 

~ No regulatory alternatives were submitted. 

0 A regulatory alternative was received from 

0 Adopted In its entirety. 

D Rejected. Describe what alternative was rejected and provide 
a statement of the reason for rejecting that alternative. . 

6 
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Appendix - Statement of Estimated Regulatory Costs 

Recommended Revisions to Chapters 25-6 and 25-7, F.A.C. 

Section 1: Introduction and Summary of Recommended Rule Changes 

During the 2015 session, the Florida Legislature enacted House Bill 7109 which was 

incorporated into Chapter 2015-129, Laws of Florida. Among other things, the legislation added 

new requirements to Section 366.05, Florida Statutes (F.S.) and created Section 366.95, F.S. 

These laws became effective on July 1, 2015. To implement the new laws, staff is recommending 

amendments to Rules 25-6.093 and 25-7.079, F.A.C. (Infonnation to Customers), Rules 25· 

6.097 and 25-7.083, F.A.C. (Customer Deposits), and Rules 25-6.100 and 25-7.085, F.A.C. 

(Customer Billings). Rules 25-6.093, 25-6.097, and 25-6.100, F.A.C., apply to investor-owned 

electric utilities; Rules 25-7.079, 25-7.083, and 25-7.085, F.A.C., apply to investor-owned gas 

utilities. A summary of the key rule changes is presented below. 

The purpose of Rules 25-6.093 and 25-7.079, F.A.C., is to specify the nature of the information 

that investor-owned electric and gas utilities, respectively, must provide to customers regarding 

the method of reading meters and the derivation of billing therefrom. Commission Rules 25-

6.093 and 25-7.079, F.A.C., are being amended to implement paragraph 366.05(l)(d), F.S. In 

accordance with the statute, if a utility has more than one rate for any customer class, it must 

notify each customer in that class of the available rates and explain how the rate is charged to the 

customer. If a customer contacts the utility seeking assistance in selecting the most advantageous 

rate, the utility must provide good faith assistance to the customer. 

The purpose of Rules 25-6.097 and 25-7.083, F.A.C., is to specify the criteria by which investor· 

owned electric and gas utilities, respectively, shall detennine the amount of customer deposits, 

establishment of credit, refunding of deposits, payment of interest on deposits, and maintaining 

records of deposits. Commission Rules 25-6.097 and 25-7.083, F.A.C., are being amended to 

implement paragraph 366.05(l)(c}, F.S. In accordance with the statute, a methodology is 

prescribed, effective January 1, 2016, that sets a maximum deposit amount that the utility may 

collect for an existing account or for a new service request. 

The purpose of Rules 25-6.100 and 25-7.085, F.A.C., is to specify the criteria that investor· 

owned electric and gas utilities, respectively, must follow when billing their customers, including 

billing intervals, the information that must be provided on each bill, procedures for using 

estimated billing, proration of bills for partial billing periods, and uniformity of application to all 

customers on the same rate schedule. Commission Rules 25-6.100 and 25-7.085, F.A.C., are 

being amended to implement paragraph 366.05(1 )(b), F .S. In accordance with the statute, if the 

Commission authorizes a public utility to charge tiered rates based upon levels of usage and to 

vary its regular billing period, the utility may not charge a customer a higher rate because of an 

increase in usage attributable to an extension of the billing period; however, the regular meter 

reading date may not be advanced or postponed more than five days for routine operating 

reasons without prorating the billing for the period. . 
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Commission Rule 25-6.100, F.A.C., is also being amended to implement subsection 366.95(4), 

F.S. In accordance with the statute, if an electric utility has obtained a financing order and caused 

nuclear asset-recovery bonds to be issued, the utility's electric bills must: (1) explicitly reflect 

information explaining the nuclear asset-recovery charge and the ownership of that charge, and 

(2) show a separate line item titled "Asset Securitization Charge" on each customer's bill that 

includes both the rate and the amount of the charge. 

Section 2: Discussion of Estimated Additional Transactional Costs 

Staff is recommending amendments to the rules noted in Section 1 above so that Commission 

rules will continue to be consistent with the requirements of the empowering statutes as revised 

during the 2015 legislative session. Therefore, any economic impacts that might be incurred by 

affected entities would be a result of statutory changes promulgated under Sections 366.05 and 

366.95, F.S., and not caused by staff's recommended changes to Commission rules. 

To compile this SERC, staff gathered information from internal and external sources. To identify 

potential additional transactional costs that might be incurred by affected entities, staff sent a 

data request to all investor-owned electric (5) and gas (8) utilities under the jurisdiction of the 

Commission. A summary of the information provided in response to staffs data request is 

presented below in Table 1. Because the estimated additional transactional costs are caused by 

statutory changes and not staff's recommended changes to Commission rules, none of the rule 

impact/cost criteria established in paragraph 120.541{2){a), F.S., will be exceeded as a result of 

the recommended rule revisions. 

Table 1 
Summary of Estimated Additional Transactional Costs 

Changes to Associated 2015 2016-19 Total 

Statute (F.S.) Changes to Rules Items Affected by Costs1 Costs Costs1 

rerr. 7111151 (F.A.C.) Statuto_ry Changes ($000) ($000) ($000) 
i .. · ·' I ·.·._.' ..... 

.. .. 

366.051 1)~ d) 25-6.093, 25-7.079 Information to Customers 0 0 0 

366.05 I)~ c) 25-6.097, 25-7.083 Customer Deposits 1,263 183 1,446 

366.05 1)(b) 25-6.100, 25-7.085 Customer Billings 6 0 6 

366.95 4) 25-6.100 Customer Billings 628 337 965 
1,897 520 2,417 

. . 
Source: Electric and gas ut1hty responses to staff's data request, October 201 S • 

Based upon the utilities' responses to statrs data request, approximately $2.412 million of the 

estimated $2.417 million (99.8 percent) in additional costs is expected to be incurred by electric 

1 First-year costs (paragraph 120.541 (I )(b), F.S.]. 
1 Five-year costs (subparagraph 120.541 (2)(a)3, F.S.]. 

-38-



Docket No. 150241-PU 
Date: November 18, 2015 

ATTACHMENT B 

utilities. One gas utility estimated incremental costs of approximately $5,000 to comply with the 

changes to paragraph 366.05(1 )(c), F.S. 

Discussion of Specific Additional Transactional Cost Estimates 

Information provided in the data request responses was combined with staff's analysis and the 

results are discussed below. The four major subject areas covered by this rulemaking initiative 

are identified individually by statutory reference, associated Commission rule(s), and subject 

matter area. 

Paragraph 366.05(1)(d), F.S., Rules 25-6.093 and 25-7.079, F.A.C., Information to 

Customers 
Based on the data request responses, utilities indicated that they did not expect additional 

transactional costs in association with the requirements to notify customers that have multiple 

rate options available. One utility expressed a concern that significant additional transactional 

costs could be incurred if the meaning of the tenn "bill insert" as used in paragraph 25-

6.093{3){a), F.A.C., were limited to only print notification. Staff concurs with the utility's 

interpretation that the term "bill insertn provides for customer notification through electronic 

format for customers enrolled in email bill programs. 

Paragraph 366.05(1)(c), F.S., Rules 25-6.097 and 25-7.083, F.A.C., Customer 

Deposits 
Four electric utilities and one gas utility provided estimates of additional costs yielding a 

combined total of$1.446 million to comply with the new methodology prescribed by statute that 

sets a maximum deposit amount that a utility may collect for an existing account or for a new 

service request. Of the total, $1.296 million (90 percent) represent front-end costs associated 

with system reprogramming, coding, and testing changes to allow for: (a} evaluation of accounts 

and to apply or refund excess deposit amounts, (b) creation of system detail files to track activity 

and compliance and enhance reporting, and (c) regularly scheduled usage reviews to detennine if 

existing deposits are adequately secured. One electric utility also estimated recurring costs of 

$0.20 per unit for postage associated with the increased volwne of deposit certificates that will 

be sent whenever there is a change to a customer deposit. The utility estimated an annual volume 

of 150,000 units, yielding an incremental cost of $30,000 per year over the next five years 

{$150,000 total). Seven gas utilities and one electric utility projected that they would not incur 

additional costs to comply with the new deposit requirements. 

Paragraph 366.05(1)(b), F.S., Rules 25-6.100 and 25.7-085. F.A.C., Customer 

Billings 
Based on the data request responses, 12 of 13 utilities indicated that they did not expect 

additional transactional costs in association with the requirements to not charge customers 

higher-tiered rates because of an increase in usage attributable to an extension of the billing 

period. One electric utility estimated approximately $6,000 in front-end costs to change the 

programming logic to expand the first tier to allow greater than 1 ,000 kilowatt-hours if necessary 

to accommodate additional usage resulting from an extension of the billing period. 
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ATTACHMENT B 

Subsection 366.95(4), F.S., Rule 25·6.100, F.A.C., Customer Billings (nuclear 
"asset securitization charge") 
Subsection 366.95(4), F.S., applies only to electric utilities that have obtained financing orders 
and caused nuclear asset-recovery bonds to be issued. One utility estimated approximately 
$965,000 in total incremental costs to manage the customer billing requirements to enable its 

customer bills to show an explanation of the nuclear asset-recovery charge and the ownership of 

that charge, and to show a separate line item on each customer's bill for the asset securitization 
charge. Another utility with nuclear generation assets stated that it did not currently anticipate 

requesting a financing order for nuclear asset recovery bonds within the next five years. 
However, the utility estimated that if it were to initiate such changes today, its costs to comply 

with the new billing requirements would be approximately $1 million. 
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.... -Office of Commission Clerk (Stauffer) ~ 

Office of the Genera l Counsel (Tan, Lherisso~l--, ~ &( pi' 
Division of Accounting and Finance (Buys)~;> 

FROM: 

Division of Economics (Thompson)~~~;,? / ~ 
Division of Engineering (King) r;v-- ' 

RE: Docket No. 150026-WS- Complaint by Eagleridge I, LLC against Lake Utility 

Services, Inc. for declaration that connections have been made and all amounts due 

have been pa id, and mandatory injunction requ iring refund of amounts paid under 

protest. 

AGENDA: 12/03115- Proposed Agency Action - Interested Persons May Participate 

COMMISSIONERS ASSIGNED: All Commissioners 

PREHEARING OFFICER: Brise 

CRITICAL DATES: None 

SPECIAL INSTRUCTIONS: None 

Case Background 

Eagleridge I, LLC (Eagleridge), is a Florida Limited Liability Company which develops 

properties in Lake County, Florida. Lake Util ity Services, Inc. (LUSI), is a utili ty company 

providing water and wastewater service in Lake County, Florida, and is a who lly owned 

subsidiary of Utili ties, Inc. Eagleridge developed a parcel of commercial property (the 

Development) located on U.S. Highway 27 in C lermont, Florida. The Development is commonly 

known as Golden Eagle Village, which cons ists of a Publix-anchored shopping center. 

On April 29, 20 I 0, Eagleridge entered into a letter agreement (the Contract) w ith LUSI. A copy 

of the Contract is attached as Attachment A. Pursuant to the Contract, in exchange for LUSI 
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providing water and wastewater utility services to the Development, Eagleridge agreed to pay an 
up-front System Capacity Charge in the amount of $87,242.36, Plan Review Fees in the amount 
of $300, and Inspection Fees in the amount of $150. The System Capacity Charges were based 
on the utility's approved water and wastewater plant capacity charges and the projected demand 
for the Development. In addition, Eagleridge was responsible for constructing the on-site water 
and wastewater lines necessary to connect the Development to the utility's existing lines, 
consistent with the utility's approved main extension policy. Eagleridge paid all fees and charges 
identified in the Contract. The Contract also contains waiver language, in pertinent part: 

In consideration of this contribution, [LUSI] waive all other tap fees/connection 
fees. Water and wastewater usage charges will be levied in accordance with our 
authorized tariff as required and approved by the Florida Public Service 
Commission. 

Eagleridge proceeded with the Development, including obtaining all necessary permits. On 
August 10, 2010, Eagleridge applied for a Florida Department of Environmental Protection 
(DEP) permit to construct a wastewater collection line from the utility's existing collection 
system to the Development. In March 2011, Eagleridge submitted to DEP its Request for 
Approval to Place a Domestic Wastewater Collection/Transmission System into Operation. A 
copy of the Request for Approval is attached as Attachment B. On March 18, 2011, Patrick 
Flynn, LUSI's Regional Director, signed the Request for Approval certifying to DEP that all 
connections to LUSI's wastewater facility had been completed to LUSI's satisfaction. On March 
31, 2011, the DEP granted Eagleridge's application and the connection between the 
Development and LUSI' s wastewater system was completed in April 2011. 

On November 3, 2011, the Commission granted LUSI's application for increase in water and 
wastewater rates. 1 Before the Commission revised LUSI's main extension charge, the main 
extension charge was negotiable. The Commission also revised the utility's water plant capacity 
and water and wastewater main extension charges. According to the order, LUSI's wastewater 
service availability policy provided that developers would install new collection lines and donate 
them to the utility. The Commission approved a wastewater main extension charge that would 
allow the utility to collect the appropriate charge from a single property owner in lieu of donated 
lines. 

On March 4, 2013, LUSI wrote a letter to Eagleridge stating that the Commission granted LUSI 
the right to increase its wastewater main extension charge. LUSI's letter further stated that the 
new charge applied to the balance of the prepaid capacity fees for units that had yet to be 
connected for service. LUSI requested an additional main extension charge of $63,625.20 based 
on the new main extension charges of $4.44 per gallon ($1 ,243/280 gallons per equivalent 
residential connection) and 14,330 gallons of reserved capacity yet to be assigned. The March 4, 
2013, letter is attached as Attachment C. 

The parties dispute whether LUSI is entitled to charge the increased wastewater main extension 
charge to Eagleridge. Eagleridge, relying on Rule 25-30.475, Florida Administrative Code 

1 See Order PSC-11-0514-PAA-WS, issued November 3, 2011, in Docket No. 100426-WS, In re: Application for 
increase in water and wastewater rates in Lake County by Lake Utility Services. Inc. (November 2011 Order) 

-2-



Docket No. 150026-WS 
Date: November 18,2015 

(F.A.C.), argues that LUSI "may not charge the fees for services rendered or connections made 
prior to the effective date of the PSC Order."2 The parties unsuccessfully attempted to resolve the 
dispute. Eagleridge, under protest, paid the increased fees to LUSI. Eagleridge has recently sold 
the Development, but Eagleridge has retained all rights to pursue and recover a refund of the 
subject disputed fees. 3 

On January 8, 2015, Eagleridge filed a complaint with the Commission requesting (i) a 
declaration that the fees are not applicable to Eagleridge where connections already have been 
made; (ii) a declaration that all amounts due and owing for service availability charges and 
connection fees have been paid by Eagleridge; and (iii) an order directing LUSI to immediately 
refund all monies paid under protest.4 On January 20, 2015, LUSI filed a response to 
Eagleridge's complaint with the Commission.5 Staff, in order to facilitate the review of the 
complaint filed by Eagleridge, issued a Data Request to LUSI.6 LUSI responded to staffs Data 
Request by letter.7 On April 3, 2015, Staff held a conference call for the parties to discuss the 
complaint. 8 Eagleridge subsequently filed a supplemental filing in response to LUSI's answer to 
the complaint, LUSI's answer to staffs first data request, and LUSI's response to staffs 
questioning during the conference call. 9 

The Commission has jurisdiction over this matter pursuant to Chapter 367, Florida Statutes (F.S.) 
and Rule 25-30, F.A.C. 

2 See November 20 II Order. 3w. 
4 ld. 
5 Document No. 00342-15, in Docket No. 150026-WS, Lake Utility Services, Inc.'s Answer to Complaint. 
6 Document No. 00817-15, in Docket No. 150026-WS, Staff Data Request. 
7 Document No. 00996-15, in Docket No. 150026-WS, Lake Utility Services, Inc.'s responses to the Staffs First 

Data Request. 
8 Document No. 01788-15, in Docket No. 150026-WS, Memo to all parties and interested persons advising of a 

conference to discuss the complaint. 
9 Document No. 02038-15, in Docket No. 150026-WS, Eagleridge I, LLC's Supplemental Filing In Response To 
Lake Utility Services, Inc.'s Answer To Complaint And Answer To Staffs First Data Request And Response To 
Staffs Questioning During April 3, 2015 Conference. 
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Discussion of Issues 

Issue 1 

Issue 1: Did Lake Utility Services, Inc., appropriately charge increased fees to Eagleridge I, 
LLC? 

Recommendation: No. Staff recommends that the Commission find that it was not 
appropriate for LUSI to charge increased fees to Eagleridge I, LLC. (Tan, Lherisson, Thompson, 
King) 

Staff Analysis: To determine whether LUSI appropriately charged increased fees to 
Eagleridge, staff reviewed the Contract, supporting documents, the date of connection, and 
Commission Rules. Both parties believe, pursuant to Rule 25-30.475(2), F.A.C., unless 
authorized by the Commission and provided that customers have received notice, non-recurring 
charges, such as service availability charges, shall be effective for service rendered or 
connections made on or after the stamped approval date on the tariff sheets. Staff believes the 
crux of this complaint is whether the wastewater connection was completed prior to the new 
wastewater service availability charge ordered by the Commission. 

Eagleridge's Complaint 

Eagleridge believes that the wastewater main extension charge of $63,625.20 paid to LUSI under 
protest should be refunded because the Development was connected to the utility's collection 
system in April 2011, prior to the Commission approving a new main extension charge for LUSI 
in November 2011. To support its argument, Eagleridge argues that (1) the contract provided that 
all other tap fees/connection fees would be waived in consideration of Eagleridge's payment of 
the service availability charges, (2) all connections to LUSI' s wastewater system were made in 
April 2011 prior to the increase in service availability charges, and (3) LUSI was explicitly 
prohibited by Commission Rules and Order No. PSC-11-0514-PAA-WS (November 2011 
Order) from charging the new service availability charge. Eagleridge argues that Rules 25-
30.210, and 25-30.515, F.A.C., and Eager v. Florida Keys Aqueduct Authority, 580 So. 2d 771 
(Fla. 3d DCA 1991 ), support their request for refund. 

Pursuant to Rule 25-30.21 0(4), F.A.C., "service pipe" is defined as the pipe between the utility's 
main and the point of delivery, including the "pipe, fittings, and valves necessary to make the 
connection excluding the meter." Eagleridge argues that Rule 25-30.210(6), F.A.C., applies 
because the Rule provides that "point of delivery" is where the service pipe is connected to the 
utility company's main. Regarding service availability policies or contracts, Rule 25-30.515(1), 
F.A.C., provides "active connection means a connection to the utility's system at the point of 
delivery of service, whether or not service is currently being provided." In August 201 0, 
Eagleridge applied for a DEP permit to construct a wastewater collection line from the utility's 
existing collection system to the Development. In March 2011, Eagleridge submitted its Request 
for Approval to Place a Domestic Wastewater Collection/Transmission System into Operation to 
DEP. DEP approved Eagleridge's request to place its wastewater main extension to LUSI's 
collection system into service. 

Eagleridge believes that the Contract contains a waiver of additional fees, in pertinent part: 
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In consideration of this contribution, we waive all other tap fees/connection fees. 
Water and wastewater usage charges will be levied in accordance with our 
authorized tariff as required and approved by the Florida Public Service 
Commission. 

Issue 1 

Eagleridge believes that this waiver provides that "all other 'tap fees/connection fees' would be 
'waived,' while any water and wastewater usage charges would be levied as approved by the 
[Commission]."10 Eagleridge believes that LUSI "does not have any legitimate basis to charge 
the fees to Eagleridge . . . [and] the water and wastewater connections have already been made 
and, by rule (i.e., Florida Administrative Code) and the PSC Order, LUSI is prohibited from 
charging the Fee to Eagleridge." 11 

Further, Eagleridge argues that, pursuant to Eager, the Commission should apply the "plain and 
unambiguous language in the [F.A.C.] to find that the connections were completed when LUSI's 
service pipe was connected to Eagleridge's piping." Eagleridge argues that "LUSI is requesting 
that the [Commission] ignore the plain language of the [F.A.C.] under the guise of 
'interpretation."' Eagleridge believes that the Commission is obligated to apply the plain and 
unambiguous language of the F.A.C., which provides that a connection is completed when the 
utility's service pipe is connected with the customer whether or not service is currently being 
provided. 

LUSI's Response 

LUSI believes that it is entitled to collect the wastewater main extension charge approved by the 
Commission for the portion of the Development not yet receiving water service. To support its 
argument, LUSI argues that (1) the utility did not waive the right to collect the increased charges 
and (2) not all connections had been made when the increased charges were implemented. LUSI 
references H. Miller & Sons v. Hawkins, 373 So. 2d 913 (Fla. 1979), and Rules 25-30.210, and 
25-30.515, F.A.C., in support of their arguments. 

Citing H. Miller & Sons v. Hawkins, LUSI argues that contracts with public utilities are made 
subject to the reserved authority of the state, under the police power of express statutory or 
constitutional authority, to modify the contract in the interest of the public welfare without 
unconstitutional impairment of contracts. Regarding the waiver contained in the Contract, LUSI 
believes Eagleridge "misconstrues the waiver language" in that the "meaning of the waiver is 
that LUSI waived any other tap fees/connection fees that were in existence at that time" and 
"there is no significance in the language regarding usage charges." 12 LUSI argues that the waiver 
lang\lage relates to any other tap fees/connection fees that were in existence at the time the 
contract was signed. 

10 Document No. 00148-15, in Docket No. 150026-WS, Complaint Requesting Declaration That Connections Have 

Been Made and All Amounts Due Have Been Paid and Mandatory Injunction Requiring Refund Of Amounts Paid 

Under Protest. 
II Id. 
12 Document No. 00342-15, in Docket No. 150026-WS, Lake Utility Services, Inc.'s Answer to Complaint. 
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Issue 1 

LUSI argues that Rule 25-30.21 0(7), F.A.C., should apply when determining the definition of 
"point of delivery." Rule 25-30.210(7), F.A.C., provides "'point of delivery' for water systems 
shall mean the outlet connection of the meter for metered service or the point at which the 
utility's piping connects with the customer's piping for non-metered service." 

While LUSI believes that "[a] connection is not a connection for purposes of applying increases 
in service availability charges unless service has been previously implemented ... the actual cost 
of maintaining sufficient capacity cannot be determined until the date that service actually 
initially commences."13 LUSI argues that "unless water service is active there can be no 
wastewater flow and therefore, no wastewater service is provided." LUSI contends that a 
connection within the Eagleridge Development occurs only when a meter is installed after 
service is requested. Increasing service availability charges prevents current customers from 
subsidizing costs associated with future plant capacity. Referencing Rule 25-30.5I5(9), F.A.C., 
LUSI argues that Guaranteed Revenue Charges are designed to help the utility recover part of its 
cost from the time capacity is reserved until a customer begins to pay monthly service rates. 

Analysis 

Waiver of Fees 

Pursuant to the Contract, Eagleridge paid an up-front System Capacity charge, Plan Review 
Fees, and Inspection Fees to LUSI. The Contract included language which Eagleridge believes is 
a waiver of additional "tap fees/connection fees," in pertinent part: "[i]n consideration of this 
contribution, [LUSI] waive all other tap fees/connection fees. Water and wastewater usage 
charges will be levied in accordance with our authorized tariff as required and approved by the 
Florida Public Service Commission." LUSI argues that the waiver language related to any other 
tap fees/connection fees that were in existence at the time the contract was signed. Pursuant to 
367.0 II (2), F.S., the Commission has "exclusive jurisdiction over each utility with respect to its 
authority, service, and rates." Staff believes that the waiver language in the Contract would be 
insufficient to prevent LUSI from collecting fees when appropriate. 

Donated Lines 

The change the Commission approved in the utility's wastewater main extension charge in 
November 201I was merely to provide a charge that would be applicable to individual 
customers. Prior to the November 20II Order, the utility's approved main extension policy 
allowed the utility to receive donated lines from a developer, but did not address the apfropriate 
charge for a wastewater customer connecting to a main constructed by the utility. 1 In that 
Order, the Commission approved a wastewater main extension charge that would allow the 
utility to collect the appropriate charge from a single property owner in lieu of donated lines. 15 

Therefore, the main extension charge was not intended to be collected from a developer, such as 
Eagleridge, who constructed and donated a collection line to the utility. Staff believes this means 
that since Eagleridge donated its lines, a charge cannot be assessed. 

13 Document No. 00342-15, in Docket No. 150026-WS, Lake Utility Services, Inc.'s Answer to Complaint. 
14 November 2011 Order. 
15 Id. at 39. 
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Active Connection 

Issue 1 

Rule 25-30.21 0(6) and (7), F.A.C., define "point of delivery." Staff believes that in this case the 

"point of delivery" for wastewater service is where the service pipe is connected to the utility 
company's main, as defined in Rule 25-30.21 0(6), F.A.C. Subsection (7) addresses "point of 
delivery" for a water system; therefore, it does not apply to this docket. 

Pursuant to Rule 25-30.515(1 }, F.A.C., an "active connection means a connection to the utility's 

system at the point of delivery of service, whether or not service is currently being provided." 
Although it is LUSI's contention than an active connection was not made, in March 2011, DEP 

approved Eagleridge's request to place its wastewater main extension to LUSI's collection 

system into service. The DEP approval included the consent and understanding of the utility. 
Staff believes that an active wastewater connection was made when the physical connection was 

completed, even though water service has not been provided to the entire Development. If DEP 

had not accepted the line into operation, staff believes, as mentioned above, that the terms in the 

Contract that parties refer to as a waiver would be insufficient to prevent L USI from collecting 
fees. However, that is not the situation in this docket. 

Status of Contract 

To determine whether LUSI appropriately charged increased fees to Eagleridge, staff assessed 
the status of the Contract at the time the fees were levied. Pursuant to our rules, staff believes 
that the Contract was fulfilled because (1) Eagleridge paid the up-front System Capacity Charge, 

including the other fees identified in the contract, when signed in April 201 0; (2) the main 
extension charge should not have been charged because Eagleridge constructed and donated a 
collection line to the utility; and (3) LUSI's piping was connected to Eagleridge's Development 

and both DEP and the utility signed off on the active connection. Thus, it was an error for LUSI 
to charge Eagleridge $63,625.20 in addition to what was contemplated in the Contract. Stafrs 

analysis would end here if LUSI did not raise the argument that H. Miller & Sons applies to this 

docket. 

Applicability of H. Miller & Sons 

LUSI argues that under H. Miller & Sons, Inc. v. Hawkins, LUSI is permitted to increase service 

availability charges because the Commission has authority to change rates in a private contract 
between a utility and developer. In H. Miller & Sons, the developer, H. Miller and Sons, Inc., 

entered into an agreement with Cooper City Utilities, Inc., to obtain water and sewer utility 
service for a 500-unit subdivision. In early 1975, Miller completed the payments in accordance 
with the agreement. However, not all of the homes were connected to the utility system. In late 
1975, the Commission, in Order No. 6953, issued on October 9, 1975, in Docket No. 750368-
WS, In Re: Application of Cooper City Utilities, Inc., For Approval of Tariff Modifications, 

authorized the Utility to increase its wastewater main extension charges. 

In H. Miller & Sons, the Supreme Court of Florida affirmed the Commission's decision to 
modify the contract in the interest of the public welfare based on the principle that contracts with 
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Issue I 

public utilities are subject to the reserved authority of the state. 16 The Commission ordered 

Miller to "pay for all connections added to the Cooper City Utility Water and Sewer System after 

the effective date of Order No. 6953."17 

The Commission has applied H. Miller & Sons in over 40 cases. In an Order issued in 200 I, as 

well as in fourteen prior Orders, the Commission referenced H. Miller & Sons to explain 

"applicable service availability charges are those in effect at the time of actual connection, 

because the actual cost of maintaining sufficient capacity cannot be ascertained until that date." 18 

Staff believes that LUSI would be correct that H. Miller & Sons applies only if the connection 

with Eagleridge had not yet been made at the time the Commission granted LUSI's application 

for increase in water and wastewater rates. Staff believes that H. Miller & Sons is not applicable 

in this case because three events occurred before the Commission granted a rate increase: (i) 

Eagleridge paid the up-front System Capacity Charge, including the other fees identified in the 

contract; (ii) LUSI's piping was connected to Eagleridge's Development; and (iii) DEP and the 

utility signed off on the active connection. Therefore, staff believes the Contract was fulfilled 

and LUSI charged increased fees to Eagleridge in error. 

Conclusion 

Staff recommends that the Commission find that it was not appropriate for LUSI to charge 

increased fees to Eagleridge I, LLC. 

16 H. Miller & Sons, 373 So. 2d at 915. 
17 Order No. 7650, issued February 21, 1977, in Docket No. 760299-WS, In re: H. Miller and Sons. Inc. v. Cooper 

Citv Utilities. Inc. 
18 Order No. PSC-01-0857-PAA-WS, issued April 2, 2001, in Docket No. 000610-WS, In re: Application for 

uniform service availability charges in Duval. Nassau. and St. Johns Counties by United Water Florida. Inc. 
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Issue 2: Is a refund appropriate? 

Issue 2 

Recommendation: Yes. Staff recommends that the full amount of $63,625.20, plus interest, 
should be refunded to Eagleridge, pursuant to 25-30.360, F.A.C. (Tan, Lherisson, Buys) 

Staff Analysis: On March 4, 2013, LUSI requested that Eagleridge remit an additional 
$63,625.20 in Wastewater Main Extension Charges. Although Eagleridge disputed the amount, 
the company paid the amount to LUSI. As part of the complaint, Eagleridge has asked for the 
full $63,625.20 to be refunded back to them. 

If the Commission supports staffs recommendation in Issue I, the full $63,625.20 should be 
returned back to Eagleridge with interest, pursuant to Rule 25-30.360(1 ). In addition, Rule 25-
30.360(2), F.A.C., contemplates that the refund amount should be returned within 90 days of the 
final Commission Order. Staff recommends that interest shall be calculated pursuant to Rule 25-
30.360(4), F.A.C., to the amount of $1,737.32. If the Commission disagrees with staffs 
recommendation, staff recommends that no refund is required. 

Therefore, Staff recommends that the full amount of $63,625.20, plus interest to the amount of 
$1,737.32, should be refunded to Eagleridge, pursuant to 25-30.360, F.A.C. 
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Issue 3: Should this docket be closed? 

Issue 3 

Recommendation: No. Staff recommends that if the Commission supports staffs 
recommendation in Issues I and 2, this docket should remain open until the completion of the 
refund to Eagleridge. Upon staffs verification that the refund has been completed, this docket 
should be administratively closed. If the Commission disagrees with staffs recommendation on 

Issues I and 2, this docket should be closed upon issuance of the Consummating Order. (Tan, 
Lherisson) 

Staff Analysis: Staff recommends that if the Commission supports staffs recommendation in 
Issues I and 2, this docket should remain open until the completion of the refund to Eagleridge. 
Upon staffs verification that the refund has been completed, this docket should be 

administratively closed. If the Commission disagrees with staffs recommendation on Issues 1 
and 2, this docket should be closed upon issuance of the Consummating Order. 
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April 29, 2010 

Mr. Daniel Butts, Senior VIce President 
-BPb-Eaglerldge, b.b.C. ~len~e. :r, LLC.. 
P.O. Box 3010 ~ 
Winter Park, Fl 32790 

Re: Golden Eagle Village- Phase 1 
US Highway 27 
Clermont, Florida 

Dear Mr. Butts: 

Attachment A 

As requested, our Company, Lake Utility Services, Inc. Is willing to make water and wastewater 
utility service available to Phase 1 of the Golden Eagle VIllage In Lake County, Florida. It is our 
understanding that the project will consist of a 46,031 square foot grocery store, a combined 
12,650 square foot building space for mixed retail and 5,800 square foot of building space with 387 
seats for restaurant use. 9~ Eljltric.\!)e."'., LLC,. 
As the Owner, the BPL EagleFidge, b.b.C. will be responsible for the construction and installation of 
all neces:sary on-site water and wastewater collection fadllties such as water services, water mains, 
fire hydrants, manholes, service laterals, valves and other facilities reasonably requl~~t~So .PJ:C!VIde Nfll 

adequate utility service to your project. All facilities will be extended by the BPL Eegfe;~~.c ... trr"· 
to our existing 8" sanitary lateral located In the lake County right of way on Eagle Ridge Boulevard 
and 12" potable water main also located within the right of way on Eagle Ridge Boulevard and the 
FDQT right of way on U.S. Highway 27 per utility plans. 

All fadlltles Installed by Owner will be In accordance with all governmental specifications and in 
conformance with the construction standards utilized In our existing facilities. Owner will Indemnify 
our Company from any liability incurred during the Installation of these facilities. All of the on-site 
and off-site sanitary fadlities constructed up to the point of connection under the agreement shall 
remain under the ownership and responsibility of the Owner. All of the on-site and off-site water 
facilities up to the point of connection to each meter, as well as all necessary easements, shall be 
transferred to our Company at no cost. Plans and spedtlcatlons will be submitted to our Company 
for review, and shall have received the wrftten approval of our Company before construction is 
begun, which approval shall not be unreasonably withheld or delayed. 

We are willing to provide the requested utility service In consideration of an up front System 
Capadty Charge In the amount of $87,242.36, $300 Plan Review Fee, and $150 Inspection Fee. 
This reservation of capacity fee Is based on your requested utility capadty requirements as provided 
through (7) 5/B" water meteri, (5) 1.5" water meters, (1) 2'" water meter and an 8" sanitary 
lateral. Meter and account set up fees will be assessed at the time of application. In consideration 
of this contribution, we waive all other tap fees/connection fees. Water and wastewater usage 
charges will be levied In accordance wlth our autholized tariff as regulated and approved by the · ! 
Aorida Public Service Commission. 

200 Weall1ersfilld Ave. ' AHamJniB Springs, Fl327144027 1 P:407-869-1919 ' f;407.a69-6961 1 www.lllwater.com 

--------------
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Mr. Butts 
Page 2 
Aprtl29, 2010 

Attachment A 

Ee~..stei-1<5e. r, ue. ~ 
If this proposal Is acceptable to the BPL EagleFidge; b.b.C., please sign and forward the original of 
this letter along with the required $87,692:36 payment by May14, 2010 to the attention of Bryan K. 
Gongre In our Altamonte Springs office: 

If you have any other questions or concerns, please contact Bryan at 1.800.272.1919, extension 
1360. 

Sincerely, 

ec: Patrick Flynn, Regional Director 

Accepted: D4-rti~ 1-1. Clwf+s 

~olJ.Qba.'i 'fJ 0. Y¥'9 
Wit ess: ~ "":B Cr~e, 
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Attachment B 

Florida Department of Environmental Protection 
TIIIID Towers Oftloe Brd!J.. 2600 Blair SlOne Rod. Tallehuseo_ Plorida32399-2400 

REQUEST FOR APPROVAL TO PLACE A DOMESTIC WASTEWATER 
COLLECTIONffRANSMISSION SYSTEM INTO OPERATION 

PART 1-INSTRUCI'IONS 

(I) 'J'Na form shall bo Completed and Jllbmftted to the appropriato DBP dblrle~ offtce or de!ep!ed local PRIIJ'IRl tor all 
eoUectlonlcnwmlai6D tystem projecle required £O oblaJA 1 C4DSIIUcUonpcrmlt In accordmsco wllh Cbqlrer62-604, P.A.C. 

(1) Newly c:onstnxled or modified collectlonftmnsntlaslon facWdes sbaiJ not bo placed Into cervlco undl tbe D_g,artmonl hu cleared tho 

project t'cr u•o. t<ECEfVEO 

(3) Alllnf'onnatlon shall be typed or prinltd fn Ink, and all blanks must bo filled. NAR 2 9 2un 

JlE.P Central Dlst PART n -PROJECI' OOCUMBNTATION 
(1) Colloc:tforflransmls•lon S)'ltemPonnltiOa 

Nl!mo Mr. Dal1icl Butts TitJo Senior Vlco President 

Company Namo · Baatertdso J. Ll.C 
Addrcsll PO Box 3010 
Clay Winter Park State PL Zip 3119().3010 
Tc1ephono (407)622·1700 Pax (40D622 .. J717 Email dantel@battaellawoup.com 

(2) Ooncmal Project lnl'onnadon 

Projcca Namo Ooldcn Eaglo ViUII§o Pha.sa 1 
Comlnlctlon Permit No. 0302221.001 Dated AuaustlO. 2010. 

ts tile cntlro proj~ included UDder tho coUccticWuansmlaslon I)'StCIU pcrmltsubstanti.a!Jy c:omplcro? 181 Yes tJN; (Jfappnwa1 
II being RqUeafcd to place a portion oflhc project fD1o opcrarlon. atmch a copy of tho alto plan or akcecb Chat was submluecl will! 
the oppUCGUon showing tho porticm of tho project \Wdch it 1ubs1anthl11y c:omp.lcto and for which t~J~pnwalll bolus rcqucstccl.) 

Do&erfptlon ofPortfoo of Project for Wblcb Approval is BclnJ RcqllCated fmcllldi»s plpo lonsth, tolal number ot 
mAnhole• and tolal number of pump stalions) 2,491 LP of8" PVC plpo. I~ manholes, ~nd 0 pump ataUom 

Bxpcclod DeiG ofCoMocdon to~ System orTratmont Plant April2011 

--------------------------
(3) Trcatmcot PIW Serving Collccdoafl'nmsmbsloD Syatcm 

Pqo1 orl 

fiW.aDCI* 

---Ciolooo '"'"' "-"' u.•••m lla.JM4Ut 

For D~p~~111t1{J!.t VII On~ 

tc ~7F?¥ -1 ' iA /141~ 
By \ -/ '"0& 

r " 
CLBARBD FOR USB 

----- ---· --- -------~-----------
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(I) Coltccdantrmnsmlssron System Pcnnluee 

Attachment B 

PART m • CBR.TIFICATIONS 

J, dlC undoniBMC! owner or aulhortzcd representative• of Easloridso I, U.C certifY 1hat lho engtneor 
~provided us a copy oflho ncord drawings fbr thla projoel and If there ll not elroady an oxiadng applicable opemUon BDd 
malrtteNmco (O&M) manual, one bu been prepared for the now or modlfted facllldea. 

Also. I ocrtlly tbat.lfwowlllllQlbo tho ownerofthbpmjectaftorit Ia placed Wosorvtco, wo havo provtdodacopyoflho4bovo 
meatfoned record draWJnal and a COllY oftbo ubovo 11'1011tlcmo4 O&M rn&!JU8~ lfappltcablo. to tbo person or-cyst~m that wiD bo she 
owner otthls project aftcllt Is placed lniO lervfco. 

(l) Owner ofCollcctiorflnmsmlaaloD Syacem Aftor Ills Plaood bito ScMco 

t. tho UDdcnlgncd owner or aU1horlzod ~pi'C$Ciltadvo• or Baslorldgo I, u.c certUf !hat 
we B=Ptlbo proj~t aa cons11U=cl111d wiU bo the oWDDf' of'thls projoct after it Is plaecd Into aorvico. J 8iJ'OO co report any 
cbnonnal cventaln aeeordancc with Rule 62~550, F.A.C. 1114 prompl!y ootiiY 1!10 Dci)IU'tmOnt If wo 10U or losaUy cnwrer 
ownmhlp of tho coll~onlcmmmlsslon system. Afso 1 cel1if1 chat wo aarce co ope111e and maintain 1ho f&clllllu &a accordance 
wfth lho provblons ofChsplor 403 Florida Statutes (P.S.) Gild eppUC&blo Department rules and that we have received a copy of tho 
record cfmwinga and O&M manual for Chla pojec:C and lhat tholo tocon1 dn\wlDgl and O&M DtJiluaJ aro avallabla at tba t'ollowirla 
lOCAtion which ia wllhln lho bouDcle.rfcl of tho dlslrfct ofHac or dclegaled loc!ll PI08JIUil pcrmlttiDa cho coUocdoDIUaDanlaion 
syslent: · 

Sipocl ~ 
Namo Danfc1 Blltta 
CompMy Namo BPL Bglcrlcf&t, U.C 

Dato 
Title Seal or Vtco PlCSidcnt· 

A~ ~PO~B~o~x~3~0l~O----------------..~----~----------~~~~~~----
City WinrcrPuk Stale FL Zip 3279().3010 
Telephone (401) 612-J?OO Fax (407) 622-1717 EmaU danlol@battag!fagroup.com 

• A finch a /8/tfl' of wthorlzatlon. ·. 
(3) ~utowaler Pacillty Scrvina Col'!CiiOJlfl'nwmlsslon System 

I, tbo Wldcnlpecl owner or cwtlto1md rcprescnlatl\lc• of the. Lulcb Orovos WWTP • 
Wastewater taclllty bercby ccnlty dlat lho abovo rcforalcecl Acility has adcqualo raervo capaclt)' to acccpllho Row ftom Ulll 
project and witt provido tho ncccsAI)' treatment and dlspasalu ~by Cbsptct 403, F.S., and ~pp!Icablo Dcpuimcnl Nles. 
Also, I certify lhat any coMCdions associated with lhla project to tho above referenced fkcUity, which wo operate and maintain, 
have been completed co our sati•f~etlon end we have received a copy of the ru:ofl\ drawinp lbr this projecL 

s-~~J4: Narno Palrick • v 

Address 200 WeathersOeld Ave. 
Clly . A!camonto Sprinp 
Tolcphono (40n 869·1919 

• Attach oiUtrr of a~~lhorlrallo,, 

Date 
Titlo 

• DDr-G.et.JCIQC1X') Ptge 2 Of3 
li ..... .._.. .. 200J 

32714 

---------------·----··· ... -· -·-·--- .. -··· ·······-··------·-----------
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(4) Professional Enalncer lb:gistered in Florida 

1. the Wldorslgaod profNslorusl caslneor registered Ill Ploridtl, ~ lhe followJDa: 

Attachment B 

• that this project has been conslnlelcd In acoordcnco with tbo conmuctlon permit and caginooring ptw and •poclllcatlons or Chat, 
co tho best otmy knowlcdao and bollof, any dc'ViAifoas from tho comiiUCtion ponnit unci ~rina ptau and •peclftcatloas will 
~ provcat thla projoct &om ftlncdonlng iD oomplhmco with Chaptor 62-604, · P .A.C.i 

• that Olo record drawtnga for thla projcu aro edoquato aud lnoludo subatandal deviAtions•• from tho conalructfon permit and 
enstnoorlng plans Aoclepcclftcallcw: . 

• Chat a copy otcho rccon:S drawings has boon provfdod co tbo penufuoo an4 co abo wastowldor ttcatmolrt facUlty eorvblg tho 
coUccdonltmnamlaafon system: 

• that iho O&M manual for lh1l project 11M boon pnspGJICI or ~od by mo. or by an lndlvidual(e) UDdor my d!roct S1lpCI"Yisson. 
and lha11hm .. RaSOnablo assww:o, In my professtollllJud;ment. that tbc taonitics, when properly mamtaiDOCl and opera~ tn 
ac:cotdanco wllb this mazma~. wW ftmcdon as lmcndod: IDd 

• Chit. to the beat of my knowlcdgo aad boliof, apJilOPrla~ l=kago 1C$U havo been pcrlbnnod and IILo now or modified tKIUtlca mel 
lho specified rccp1lremonb. 

'l1lll ccnJtlcation b based upon on-slto obaervatloo of combUcdoD cooductod by me or by a project npreseatadvo under my d1roct 
&upcrvislou aDd upon a review of 1'hop drawfnp, cat resuitslreconft, and record drawfDat pafonnocl by moor by a proJoct 
rcpn:se~~ID1Jvo under tny dWcl aupmlilon. 

Tho following Is 1 description ond eiptmmllon ofsubsiaallat dcYiatloDt•• &om lho c:oNtrucdoo pcmnlt and eaalnocrldiplaas and 
spcofflcltfoM for tho substanllally completed portion cfthlt project (AttAch additional ahcda lfnec:ellll)'.) 

Noae. 

Nanc John Prowc:U 

~''''\""'""'"'IJ . ~,,~ ~ PRo~~~~ tJi 
~ ~~ .. :······':"~~~ . 
~ O .• vCENS~ •.x.,(' ~ ~ 
~ --s_.· . ••• ~ . 
~* f N0.59469 ~ :: • * 1JD10: - .,., 

% ~. S:T'ATE OF /. l 
'-"l • ' s 

. ~ •••• l=tomOP.. •• • ~ 
~ ·········· ~ ~'''" lONA\! '!<..# 

"11111111 Ill l l\\\\\\~ 
Flo~a Resf•lnlioo No. __;;0059~..;,;469;;.... _____ _ 

Company Name VHB MUier Scllco 
Addtoss 22.S B. Robinson Stroet, Sulta 300 
City Orlalldo 
Telephone (401) 839-4006 Fmc (407) 8l9-4008 

~ FL Z~ _.3.28-01._ ____ __ 
Bmail Jerowe!J@Ybb.com 

•• Sub.J/anlial devtotlo,., 018 constr11Ciion dmatiDIU grrater titan IOHfrom plnn.r nnd Jf*ljleatlons and tmy t/wtlkztlou whtr:hfoll 
'-law ltllnlmum 6tandartb CSIDbli.Jired In Rule6Z-60#, F.A.C. 

Peao3oU 

--------- ·----· -·---··---
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~{uiiiif:1es. Inc: 
............... 

March 4, 2013 

Ms. Shannon Mitchell 
BPL Eaglerldge, LLC 
P.O. Box 3010 
Winter Park, FL 32790 

RE: Golden Eagle VIllage - Phase 1 
Increase In Wastewater Main Extension Charges 

Dear Ms. Mitchell: 

In December 2011, the Florida Public Service Commission granted L.eke Utility Services, Inc. an 

increase In the amount of Wastewater Main Extension Charges that the Utility Is entitled to 

recover per gallon of General Service (commercial) customers. 

PerERC 
Main Extension 

Net Increase 

Previous Rate 
$ none 

New Rate 
$4.44/gallon 

$4.44/gallon 

This charge will be applied to the balance of the prepaid capacity fees for units that have yet to 

be connected for service. Our conversation the week of 2/25/2013 verifted the number of units 

currently being served and their assigned capacity within the Golden Eagle VIllage Indicating that 

there Is 14,330 gallons of reserved capacity yet to be assigned. I have enclosed a spreadsheet 

with the breakdown. As a result, BPL Eaglerldge, LLC will need to remit $63,625.20 ($4.44 x 

14,330 gallons) In Wastewater Main Extension Charaes. This amount will need to be received by 

Lake Utl.llty Service~, me:. pnor to any new meters being set within the project. 

Should you have any questions, please feel free to contact me by calling 800.272.1919, 

extension 1360. 

Sincerely, 
LAKE UTIUlY SERVICES, INC. 

Bryan K. Gongre 
Regional M~snager 

Enclosure 

Attachment C 

a UIJD. h:. ~lake Utility Services, Inc. 

200 Wealhersfield Ave. ' Altamtnte Spmgs, FL 32714-4027 I P:407~1919 1 F:407-869-6961 I WMV.uiwater.cxm 
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State of Flor ida 

DATE: 

TO: 

FROM: 

RE: 

Public Service Commission 
CAPITAL CIRCLE OFFICE CENTER • 2540 SHUMARD QAK BOULEVARD 

TALLAHASSEE, FLORIDA 32399-0850 

November 20, 2015 

Office of Commission Clerk (Stauffer) ~ 

N\CB f{~~a....!V\ 
Division of Accounting and Finance (Barre~:glecza-Banks, Lester) if 
Division of Economics (Draper) ~· £> (:f1:? ~ ~ 
Division of Engineering (Matthews) .1/l!f}. .. ~ . , i 4 
Office of the General Counsel (Brownless, Janjic, Villafrate ).~ j1/' ~ 
Docket No. 150001-EI - Fuel and purchased power cost recovery clause with 
generating performance incentive factor. 

AGENDA: 12/03/15 - Regular Agenda - Post Hearing Decision - Participation is Limited to 
Commissioners and Staff 

COMMISSIONERS ASSIGNED: All Commissioners 

PREHEARING OFFICER: 

CRITICAL DATES: 

SPECIAL INSTRUCTIONS: 

Graham 

Decision must be rendered by 12/03/15 in order to 
implement new fuel factors with the first billing cycle in 
2016. 

None 

FPSC Commission Clerk
FILED NOV 18, 2015DOCUMENT NO. 07318-15FPSC - COMMISSION CLERK
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 Case Background 

As part of the continuing fuel and purchased power adjustment and generating performance 
incentive factor clause proceedings, an administrative hearing was held on November 2-3, 2015. 
At the hearing, certain stipulated issues for Tampa Electric Company (TECO), Gulf Power 
Company (Gulf), Florida Power & Light Company (FPL), Florida Public Utilities Company 
(FPUC), and Duke Energy Florida, LLC. (DEF) were approved by bench decision. Although the 
Commission approved some stipulated issues for each of these investor-owned utilities (IOUs), 
testimony and other evidence was presented at the November 2-3, 2015 hearing for Issues 1D, 
1E, 2B, 3B, 3K, 5B, and 6B (hedging-related issues for the generating IOUs), and also for Issues 
4A and 4B, which are company-specific issues for FPUC.1 TECO, Gulf, FPL, FPUC, DEF, 
Florida Industrial Power Users Group (FIPUG), the Office of Public Counsel (OPC), and PCS 
Phosphate (PCS) filed briefs on November 13, 2015.2 

The Commission has jurisdiction over this subject matter pursuant to the provisions of Chapter 
366, Florida Statutes (F.S.), including Sections 366.04, 366.05, and 366.06, F.S. 

 

                                                 
1Staff notes that Issues 8-12, 19, 21, and 23 remain open for FPUC and are addressed in this memorandum as “fall-
out issues” associated with Issues 4A and 4B. 
2The Florida Retail Federation (FRF) filed a notice of joinder in OPC’s brief on the same date. 
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Discussion of Issues 

Issue 1D:  Is it in the consumers’ best interest for the utilities to continue natural gas financial 
hedging activities? 

Recommendation:  Yes. Staff recommends that continuation of fuel price hedging activities is 
in the consumers’ best interest. (Lester, Barrett) 
  
Position of the Parties 

FPL:  Yes. Utilities’ natural gas financial hedging programs have worked exactly as intended by 
the Commission and the utilities to limit the volatility of fuel costs that FPL customers pay. The 
intervenors have failed to demonstrate that the program should be revised or discontinued. 

DEF:  As part of effective fuel cost management, DEF believes managing fuel price volatility 
risk over time for a portion of its projected fuel costs is a prudent risk management practice. 
However, this is a policy decision for the Commission to determine. 

FPUC:  No position. 

GULF:  Yes. Future market price risk and price volatility still exists for natural gas purchases. 
Changes in the natural gas market have occurred and will continue to occur in the future as gas 
producers and consumers adapt to both regulatory and market price pressures and uncertainty. 
Order No. PSC-08-0667-PAA-EI provides the utilities an appropriate fuel risk management tool 
for use in limiting future natural gas price volatility and should be continued going forward. Gulf 
has demonstrated that implementation of its risk management plan has accomplished the 
objective of the hedging order to limit price volatility. 

TECO:  Yes. These hedging programs have worked exactly as intended by the Commission and 
the utilities by eliminating the volatility of fuel costs that utility customers have to pay. The 
Intervenors have failed to demonstrate that these programs should be revised or discontinued. 
Future natural gas market price risk and price volatility remain for natural gas purchases. 
However, should the Commission conclude that the programs should cease, it should occur 
prospectively, with existing hedges remaining in place to their maturities. Any cessation should 
remain in place until such time as the Commission orders approval of new risk management 
plans. 

OPC:  No. The facts and evidence adduced at the fuel clause hearing unequivocally demonstrate 
that it is not in the best interest of the customers for the Companies to continue natural gas 
financial hedging activities. Hedging is a net cost unnecessarily added to the price of fuel. Any 
perceived benefits received from hedging are vastly outweighed by the billions of dollars in costs 
paid by customers for this temporary benefit. 

FIPUG:  No. Hedging should be discontinued. 

FRF:  Adopts the position of OPC. 
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PCS Phosphate:  No. PCS agrees with the Office of Public Counsel. For the facts and reasons 
described in the testimonies of OPC witnesses Noriega and Lawton and in OPC’s basic position, 
it is not in the best interest of the customers for the Companies to continue natural gas financial 
hedging activities. 

Staff Analysis:  Staff will begin its analysis of this issue by providing a background on how 
the Commission’s policy on hedging has developed, and key actions the Commission has taken 
regarding the hedging programs that Florida’s four largest IOUs use today. Thereafter, staff’s 
consideration of this issue will address the key arguments the witnesses addressed, followed by 
staff’s analysis and conclusions. 
 
Background  
Financial hedging is the use of swap contracts and options to fix the price at the time the hedge 
instrument is executed for fuel to be delivered at a future date. Physical hedging is the use of 
long-term fixed price contracts with suppliers to fix the price of fuel over a period. Hedging 
allows utilities to manage the risk of volatile swings in the price of fuel. Prior to 2001, IOUs had 
carried out a small number of financial hedging transactions. In response to significant 
fluctuations in the price of natural gas and fuel oil during 2000 and 2001, the Commission raised 
issues regarding the utilities’ management of fuel price risk as part of the 2001 fuel clause 
proceeding. The specific issues raised involved the reasonableness of hedging as a tool to 
manage fuel price risk and the appropriate regulatory treatment of hedging gains and losses. 
These issues were spun off to Docket No. 011605-EI for further investigation. 

At the hearing for Docket No. 011605-EI, parties reached a settlement of all issues. By Order 
No. PSC-02-1484-FOF-EI (“Hedging Order”),3 the Commission approved the settlement of the 
issues. Specifically, the settlement provided a framework that incorporated hedging activities 
into fuel procurement activities. For natural gas, fuel oil, and purchased power, the settlement 
allowed Florida’s generating IOUs to charge prudently incurred hedging gains and losses to the 
fuel clause. The Hedging Order specified that the Commission will review each IOU’s hedging 
activities as part of the annual fuel proceeding.   

The Hedging Order required utilities to file risk management plans as part of true-up filings. The 
intent of this requirement was to allow the Commission and parties to the fuel docket to monitor 
utility hedging activities. As part of the annual final true-up filings in the fuel docket, utilities 
were required to state the volumes of fuel hedged, the type of hedging instruments, the average 
length of the term of the hedge positions, and fees associated with hedging transactions. 

Although the Hedging Order allowed utilities flexibility in the development of risk management 
plans, the order also set forth guidelines utilities were to follow. For example, the order required 
that risk management plans identify the objectives of the hedging programs and the minimum 
quantities to be hedged. The order also required that plans provide mechanisms and controls for 
the proper oversight within the utility of hedging activities, as well as include the method for 
assessing and monitoring fuel price risk. 

                                                 
3Order No. PSC-02-1484-FOF-EI, issued October 30, 2002, in Docket No. 011605-EI, In re: Review of investor-
owned electric utilities’ risk management policies and procedures. 
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In tandem with Docket No. 011605-EI, staff conducted a review of Internal Controls of Florida’s 
Investor-Owned Utilities for Fuel and Wholesale Energy Transactions. This study examined the 
practices, procedures, controls, and policies these companies followed when purchasing fossil 
fuels and wholesale energy. The study period looked at data from 1998 through 2001. The study 
concluded that Florida IOUs had engaged in physical hedging in fuel procurement but very 
limited financial hedging. At the time, the IOUs had not set up the proper controls to engage in 
extensive financial hedging. Also, for the period studied, TECO and Gulf had little exposure to 
the volatility of natural gas prices. 

The next time the Commission reviewed its policy on hedging was at the 2007 fuel hearing. 
Parties raised questions regarding the period for which the Commission was determining the 
prudent costs of hedging activities. The Commission deferred its decision on the prudence of 
2007 hedging activity costs to 2008 in order to allow for sufficient detail and review of the 
matter. 

Following the 2007 fuel hearing, staff initiated two audits of the IOUs hedging programs. Staff 
conducted a management audit that reviewed IOUs hedging programs to assess the costs and 
benefits realized since the Hedging Order. Staff also reviewed the IOUs accounting treatment of 
2007 hedging activities to determine compliance with risk management plans filed in 2006. 

The management audit assessed the current and historical strategies of the fuel procurement 
hedging programs within each company at that time, evaluated hedging objectives set forth in 
each company’s risk management plan, and quantified the net costs and benefits of each 
company’s hedging program. Specifically, staff examined the structure and performance of 
hedging natural gas and fuel oil through the use of physical purchases and/or financial 
instruments for the years 2003 through 2007. Staff collected information from each company’s 
policies and procedures, organizational charts, risk management plans, and historical hedging 
transactions, and provided an analysis for each company. In June 2008, Commission staff issued 
a report entitled Fuel Procurement Hedging Practices of Florida’s Investor-Owned Electric 
Utilities. 

In its 2008 report, staff found that each company shared a universal goal in purchasing financial 
hedges for its fuel procurement; that is, to reduce the impacts of the price extremes that can occur 
in the natural gas and fuel markets. In their hedging activities, the companies were not 
attempting to speculate on price movements in the market. Rather each was working to stabilize 
its annual fuel costs by initializing and settling financial hedging transactions through authorized 
financial counterparties. The volumes of gas and fuel oil hedged would be less than the total 
volumes expected to be purchased. Overall, staff believed that the use of financial hedges for 
fuel purchases provided a benefit to utility customers. 

In response to the deferral of the determination of the prudent costs in the 2007 fuel hearing, on 
January 31, 2008, FPL filed a petition requesting that the Commission approve FPL’s proposed 
volatility mitigation mechanism (VMM) as an alternative to FPL’s hedging program. The VMM 
proposal involved FPL collecting under recoveries of fuel costs over two years instead of one 
year, as is the current practice. On March 11, 2008, staff held a workshop to get stakeholder 
input on this proposal. All parties to the 2002 settlement attended. 



Docket No. 150001-EI Issue 1D 
Date: November 20, 2015 

 - 7 - 

By Order No. PSC-08-0316-PAA-EI,4 the Commission clarified the Hedging Order in several 
areas. IOUs were required to file a Hedging Information Report by August 15th of each year. The 
Commission also specified that it would make a determination of prudence of hedging results for 
the twelve month period ending July 31st of the current year. Staff held additional workshops on 
June 9, 2008 and June 24, 2008, regarding FPL’s VMM petition and guidelines for hedging 
programs. FPL withdrew its VMM petition on August 5, 2008. 

Following the workshops, the Commission established guidelines for risk management plans by 
Order No. PSC-08-0667-PAA-EI.5 The Commission noted that its approval of the proposed 
guidelines demonstrates the Commission’s support for hedging. The Commission also 
determined that utility hedging programs provide benefits to customers. The guidelines clarified 
the timing and content of regulatory filings for hedging activities, but allowed the IOUs 
flexibility in creating and implementing risk management plans. Each year in the fuel clause, 
staff auditors review utility hedging results for the twelve month period ending July 31 of the 
current year. In addition, each year the Commission approves the IOUs’ risk management plans 
for hedging transactions the utility will enter the following year and beyond. 

No other hedging-related orders have been issued to-date, although on various dates since the 
issuance of these three orders, staff has presented hedging-related information to the 
Commission at Internal Affairs meetings. 

Since the 1990s, natural gas-fired generation has become a large part of the generation mix for 
Florida IOUs, and the increasing role for natural gas is expected to continue. Natural gas prices 
have been volatile over the years, with significant price spikes in 2000, 2003, 2005, and 2008. 
Since 2008, natural gas supply has increased significantly due to shale gas production.   

Arguments 
In direct testimony, FPL witness Yupp stated the objective of FPL’s fuel price hedging is to 
reduce price volatility. He stated FPL does not engage in speculation and that FPL carries out its 
program consistent with its approved risk management plan. (TR 377-378, 398-400) Witness 
Yupp noted that fuel price hedging is important for FPL and its customers because FPL projects 
that 72 percent of the electricity it produces in 2016 will be generated with natural gas. (TR 399, 
410) He further noted that hedging is not intended to reduce fuel costs. Rather, hedging is a tool 
to reduce the volatility of fuel rates. (TR 400) Since FPL hedges only a portion of its projected 
natural gas consumption, customers can benefit from falling prices affecting the unhedged 
portion. (TR 400-401) 

 
In direct testimony, DEF witness McCallister stated that DEF has a structured approach to 
hedging, and that there are two primary objectives that DEF’s hedging program seeks to achieve: 

• To reduce the impacts of fuel price volatility over time. 
• To provide a greater degree of fuel price certainty to its customers. 

 

                                                 
4Order No. PSC-08-0316-PAA-EI, issued May 14, 2008, in Docket No. 080001-EI, In re: Fuel and purchased 
power cost recovery clause with generating performance inventive factor. 
5Order No. PSC-08-0667-PAA-EI, issued October 8, 2008, in Docket No. 080001-EI, In re: Fuel and purchased 
power cost recovery clause with generating performance inventive factor. 
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(TR 465, 470, 477; EXH 116) The witness stated that DEF’s hedging program targets purchasing 
a certain percentage of natural gas over time whether prices are high or low, which he believes is 
a prudent risk management practice. (TR 477, 1008, 1010; EXH 116; DEF BR 1) Additionally, 
the witness stated that DEF’s program is executed in an environment of strong internal controls, 
in a non-speculative, structured manner. (TR 467, 477, 497) Furthermore, by following its 
Commission-approved Risk Management Plans in a non-speculative manner, DEF is not trying 
to “out-guess” the market in order to meet its objectives. (TR 467, 471-472; EXH 116) When 
cross-examined by the OPC, the witness acknowledged that the results of DEF’s hedging 
activities for natural gas from 2002 through 2014 was a hedging loss of about $1.2 billion, and 
further losses were projected for 2015. (TR 475, 499) Additionally, witness McCallister stated 
that by executing hedges on a regular, non-speculative manner, the company is executing hedges 
in different market environments over time as those markets change. (TR 478) In doing so, DEF 
is not estimating or forecasting whether hedging gains and losses will occur, according to 
witness McCallister. (TR 467; EXH 116) He acknowledged that DEF does not forecast the 
volatility of natural gas, and also that DEF’s fuel mix is a consideration in setting fuel hedging 
target ranges, and noted DEF’s projected fuel mix for 2016 is approximately 73 percent natural 
gas. (TR 476, 486, 492, 1008; EXH 116)   
 
Witness McCallister stated that customer interests are very important in this process and that the 
Commission should be cognizant of this. (TR 507) He noted that the Commission’s hedging 
program acts to serve customer interests, and not the interests of utilities. (TR 1009) He 
expressed ambivalence about continuing hedging if the Commission or its customers wanted to 
stop hedging. (TR 489-491, 1010; DEF BR 2) He cautioned, however, that without a hedging 
program, customers would have no protection against price swings, and could be subject to large 
under and over recoveries, or mid-course corrections. (TR 510) 

 
Gulf witness Ball asserted that the objective of natural gas hedging is to “reduce the upside price 
risk to Gulf’s customers in a volatile price market.” (TR 653; Gulf BR 2, 4, 8) The witness 
elaborated as follows: 

 
We do not look at gains and losses. We look at standard deviation of pricing, both 
hedged and unhedged, and we determine in each case that the volatility or the 
standard deviation of the hedged pricing for the year is lower than the standard 
deviation of the unhedged prices, thus basically making the case that we have 
reduced the volatility of pricing. 
 

(TR 696) 
 

He stated that Gulf’s hedging program provides price stability to customers and is a protection 
against unanticipated dramatic price increases in the natural gas market. (TR 680; EXH 117; BR 
2) Witness Ball acknowledged, however, that natural gas market conditions are far different in 
2015 than in the era when hedging began. (TR 687) He also stated that weather events are “a 
significant driver of natural gas demand, and, as a result, natural gas prices.” (TR 688; Gulf BR 
5) Nonetheless, he states that Gulf has followed its Risk Management Plan for hedging, and over 
the long term, his Company anticipates less volatile future fuel costs because its hedging 
program has been utilized. (TR 669-670, 698; EXH 117; Gulf BR 3, 8) When asked about what 
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Gulf’s customers would face without hedging, witness Ball stated that customers would bear the 
full market prices with no measure of protection from price spikes, and possibly mid-course 
corrections due to swings in over and under recovery balances. (TR 707-708) 

 
In direct testimony, witness Caldwell stated that TECO follows a non-speculative risk 
management strategy to reduce fuel price volatility and to maintain a reliable supply of fuel. 
TECO had hedging savings for 2014. Shale gas production increased supply and decreased 
prices after a sharp increase in early 2014. Fuel savings may or may not result from hedging 
activities. TECO’s hedging program follows a disciplined approach and does not attempt to out-
guess the market. (TR 722-723, 752-754; EXH 118) Witness Caldwell noted that Florida IOUs 
have been employing a hedging strategy since 2002 when the Commission issued an order 
addressing fuel price hedging. In 2008, the Commission issued guidelines for hedging programs 
and found that these programs provide customer benefits by mitigating price volatility. (TR 756-
759) 

 
OPC witness Noriega testified as a fact witness for OPC, presenting testimony and exhibits that 
summarize the results of the hedging programs since 2002. (TR786, 790, 807; EXH 54, EXH 55) 
Based on the most current information available, the witness stated that natural gas hedging 
programs have lost approximately $5.3 billion over the time period from 2002-2014, with 
additional losses projected for 2015. 
 

Table 1D-1 
Results of Natural Gas Hedging6  

Year  DUKE GULF TECO FPL TOTALS 
2002-
2014 

($1,267,848,634) ($127,278,227) ($381,417,733) ($3,516,671,769) ($5,293,216,363) 

Est. 2015 ($215,000,000) ($44,000,000) ($40,000,000) ($490,000,000) ($789,000,000) 

TOTAL ($1,482,848,634) ($171,278,227) ($421,417,733) ($4,006,671,769) ($6,082,216,363) 

Source: TR 416, 475, 686, 761; EXHs 54, 55, 105; OPC BR 32 
 
OPC witness Lawton stated hedging programs have two types of costs: the costs of running the 
program (typically not large) and the opportunity costs and benefits of hedging depending on 
how the market prices settle compared to the hedged price. (TR 827) Using results provided by 
OPC witness Noriega, witness Lawton noted hedging opportunity costs, also described as 
hedging losses, during the period 2009 through 2014 have been large. (TR 823, 831) According 
to witness Lawton, customers are insulated from daily price swings in the price of natural gas 
because the fuel factors are set annually. The cumulative effect of price swings could result in a 
mid-course correction to fuel factors. (TR 828-829) Witness Lawton believed the hedging losses 
since 2008 should bring continuation of fuel price hedging in Florida into question and notes that 
losses have not offset gains. (TR 830) Witness Lawton stated that natural gas prices and price 
volatility have been declining. Price volatility can be measured by the standard deviation of 
daily, monthly, and annual prices. (TR 835) 
                                                 
6In its brief, OPC filed proposed findings of fact with regard to the natural gas hedging cumulative net losses and 
gains for each IOU for the years 2002-2014, natural gas hedging actual and projected net losses and gains for 2015, 
and the combined natural gas hedging historical and projected cumulative net losses and gains for the years 2002-
2015. (OPC BR at 32) To the extent not reflected in this table, OPC’s proposed findings of fact are not adopted. 
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Witness Lawton stated that Florida IOUs hedge significant portions of their projected natural gas 
burn. (TR 835-836) He noted that the IOU’s hedging programs are designed to reduce the 
variability or volatility of fuel prices and not necessarily fuel cost. (TR 837) Florida IOU hedging 
programs accomplish the goal of limiting price volatility. The IOUs hedge less than 100 percent 
of their projected gas burn. The programs are non-speculative and avoid market timing. Witness 
Lawton believes that Florida IOUs should reconsider their hedging programs in light of declining 
volatility, increased production and reserve levels, and forecasted lower prices. (TR 840-842) 
 
Witness Lawton testified that natural gas price volatility has declined over the period 1997 
through 2015. (TR 848-850) Looking at daily price movements, there are fewer days where the 
price change exceeds levels from $0.25 to $1.00. The size and frequency of price changes are 
lower, according to witness Lawton. (TR 853-855) However, he noted that historical price and 
volatility trends may not be a predictor of future trends. (TR 856) 
 
Witness Lawton noted that natural gas reserves have increased. The Energy Information 
Administration (EIA) 2015 long term forecast presents increased supply and lower natural gas 
prices compared to the 2011 long-term forecast. (TR 858-859) Witness Lawton believes the 
forecasts of increased supply and slower growth in prices suggest declining price volatility. (TR 
860-861)  
 
The Commission reviewed hedging in a workshop in 2011, and no changes were made to 
hedging programs. (TR 862-863) Witness Lawton stated that several states have discontinued 
natural gas price hedging or do not allow hedging (TR 863-868) Noting EIA long-term forecasts 
regarding supply and price trends, he believes the natural gas markets have changed substantially 
and will experience lower price volatility. (TR 868) 
 
Witness Lawton reviewed the VMM alternative to hedging that was presented by FPL in 2008. 
While he does not endorse the alternative, it does provide a longer period for recovering fuel cost 
under-recoveries. Witness Lawton concluded that natural gas markets have changed substantially 
since 2002 and recommended that financial hedging of natural gas prices be discontinued and 
that the Commission not approve the IOUs risk management plans. (TR 871-872) 
 
In rebuttal to OPC witness Lawton, FPL witness Yupp stated that the primary purpose of 
hedging is to reduce price volatility. Rising prices will provide savings for customers and falling 
prices will incur costs. (TR 938-939) Hedging has significantly reduced the number of times FPL 
was outside of the 10 percent mid-course correction threshold, according to witness Yupp. (TR 
940; EXH 106) Witness Yupp believed the success of FPL’s hedging program should not be 
based on gains or losses as this would involve speculation about the direction of the market. 
Instead, hedging is about mitigating volatility. (TR 940-941) He noted that a hedging program 
should be well disciplined to avoid speculation. To discontinue the hedging program with the 
thought of starting it back up in the future would amount to “chasing the market.” (TR 941-942) 
 
Witness Yupp disagreed with witness Lawton’s calculation of price volatility in natural gas 
markets from 1997 to 2015. He provided his version of the calculation and finds price volatility 
to be much higher, notably in 2014. (TR 943-944; EXH 57, EXH 107) 
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Witness Yupp agreed with witness Lawton regarding a general trend toward lower average 
annual volatility but he notes some large year to year swings. He noted that price volatility varies 
significantly year to year and cannot be reliably predicted. (TR 946-947). He further testified that 
volatility of natural gas prices is high relative to other traded commodities such as crude oil and 
relative to the volatility of the S&P 500. (TR 948-949; EXH 109) 
 
Witness Yupp noted that prices cannot go below the variable cost of production for any extended 
period. He believed there are asymmetrical risks associated with price movement. Given the 
current relatively low natural gas prices, the direction of prices is more likely to move up than 
further down, making it an inappropriate time to discontinue hedging. (TR 947-949; EXH 108) 

 
In his rebuttal testimony, DEF witness McCallister stated that DEF has no basis to disagree with 
OPC Lawton’s belief that future natural gas prices will be stable with declining volatility, 
although he warned that Florida’s pronounced reliance on natural gas to fuel generating plants 
will expose ratepayers to market swings that could be more impactful to customers if today’s 
hedging programs are removed. (TR 1006, 1014-1016; EXH 116) He restated that DEF’s 
projected fuel mix for 2016 is approximately 73 percent natural gas. (TR 1008) Witness 
McCallister added that the hedging programs are intended to serve consumer interests, and not 
those of the utilities that participate in the programs, and concluded by noting that he agreed with 
OPC witness Lawton that the Commission should periodically review its hedging policies. (TR 
1006; EXH 116) 

 
In rebuttal, Gulf’s witness Ball asserted that OPC witness Lawton failed to discuss that a number 
of factors could impact natural gas supply and demand. (TR 1030; Gulf BR 2) He believes 
increased future demand in the market for natural gas could lead to increased volatility, and that 
existing or proposed environmental regulations could impact shale gas production, as well as 
decisions regarding generating mixes for utilities. (TR 1029-1030; Gulf BR 5) Although OPC 
presented evidence that lifetime hedging costs have outpaced hedging gains, witness Ball stated 
“historical data is not a reliable predictor of future events and, in this case, is not reliable 
evidence of the absence of future gas price volatility.” (EXH 117; TR 1030) The witness believes 
that future price risk and price volatility still exist, and the company’s risk strategy, as set forth in 
its Risk Management Plan is appropriate. (TR 1035; EXH 117; Gulf BR 8)  
 
In rebuttal to OPC witness Lawton, TECO witness Caldwell opined that, if natural gas prices 
were rising and fuel price hedging programs were producing savings, the intervenors would not 
be challenging hedging. He noted that customers benefit from the decline in natural gas prices 
for the unhedged portions of gas consumption. (TR 1054) As part of reducing price volatility, 
hedging can result in lost opportunity costs when price declines below the hedged price. (TR 
1055-1056)  
 
Witness Caldwell also noted that the current abundance of shale gas may not continue to 
contribute to lower price trends. He reviewed the history of gas supply and prices and noted 
earlier periods – with offshore gas and with liquefied natural gas – when prices recovered after a 
period of adjustment. (TR 1056) The generation mix in Florida and nationally is moving toward 
more natural gas, with the replacement of coal-fired units and the aging nuclear fleet. According 
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to the witness, natural gas is essential during periods of high demand or supply constraint. (TR 
1057)  

 
Witness Caldwell noted that the standard deviation of market gas prices is significantly above 
that of hedged prices. This proves that hedging has reduced the customer’s exposure to price 
volatility. (TR 1058) He further noted that the volatility in annual fuel cost recovery factors is 
reduced. According to witness Caldwell, a levelized fuel factor does not mitigate price volatility. 
He noted that the variance from forecasted fuel costs is reduced with hedging, thus reducing true-
up amounts. (TR 1060) 
 
Analysis 
This issue focuses on three, somewhat overlapping arguments: (1) the significant opportunity 
costs of hedging programs that IOUs incurred as part of fuel costs paid by customers; (2) 
whether the volatility of natural gas prices has declined to the point where hedging is no longer 
effective or necessary; and (3) whether conditions in the natural gas market are stable and 
eliminate the need for hedging. 

 
Opportunity Costs and Savings 

In their briefs, the intervenors argued that hedging should be discontinued due to the large 
cumulative net losses.7 (OPC BR 3, 7-8; PCS BR 1, 4; FIPUG BR 4) In their brief, the IOUs 
state the purpose of hedging is to reduce price volatility, that gains and losses can occur, and that 
assessing the hedging programs based on gains and losses would encourage speculation. (FPL 
BR 8; Gulf BR 2-3; TECO BR 5) 
 
The IOU witnesses acknowledged significant net cumulative hedging losses for natural gas. FPL 
had losses of $3.5 billion for the period 2002 to 2014 for natural gas ($3.162 billion when fuel oil 
hedging gains are included) and $490 million for 2015. (TR 415-416) DEF incurred $1.2 billion 
in losses for the period 2002 to 2014 and estimates $196 million in losses for 2015. (TR 474-
475) Gulf Power incurred $127 million in losses from 2002 to 2014 and estimates $44 million 
for 2015. (TR 686) Tampa Electric incurred losses of $381 million for the period 2002 to 2014 
and estimates $40 million for 2015. (TR 761) FPL’s recently approved Woodford project is 
estimated to experience hedging losses for 2015. (TR 423-24) OPC witness Lawton notes that 
prolonged periods of losses should signal a re-evaluation of hedging programs. (TR 830; also 
EXH 121) 
 
There have been earlier periods before 2008 when gains offset losses. (TR 975-977; EXHs 55, 
115, 116, 117, 118) Customers also benefit from falling prices for the unhedged portion of the 
gas supply portfolio. (TR 439-440, 768) 
 
The IOU witnesses stated that the goal of their hedging program is to reduce volatility. (TR 938-
939, 1008, 1028, 1055-1056, 1058-1059) Witness Yupp noted that gains and losses should not be 
used to judge the success of the program and that the Commission-approved hedging guidelines 
provide reasonable tradeoffs for mitigating volatility. (TR 442-443, 975) 

                                                 
7The Florida Retail Federation filed a Notice of Joinder in the Citizens Post-Hearing Statement of Positions and 
Post-Hearing Brief. 
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Staff believes the level of opportunity savings and costs – hedging gains and losses – should not 
be a chief consideration in deciding whether to continue fuel price hedging. When gas prices are 
falling, losses will occur. Conversely, when gas prices are rising, gains will occur. The main 
objective of IOU hedging programs is to reduce the customer’s exposure to fuel price volatility, 
not to reduce fuel costs. Therefore, these programs should be well disciplined to accomplish this 
objective and to be non-speculative. 
 
As emphasized by intervenors, the cumulative losses are currently large. These losses took place 
in an environment of steadily falling natural gas prices. Customers experienced the benefits of 
this downward trend in prices for the unhedged portions of the IOU natural gas purchases. 
Should natural gas prices trend or spike upward, hedging savings will occur but, overall, fuel 
costs will increase. 
 

Natural Gas Price Volatility 
OPC witness Lawton argued that price volatility has decreased, making hedging unnecessary. 
(TR 835, 848-850) The IOUs do not forecast price volatility. (TR 417, 476) While FPL witness 
Yupp does not agree that price volatility is trending downward, DEF witness McAllister agreed 
that prices are less volatile. (TR 417-418, 476) Gulf witness Ball stated that Gulf does not 
forecast price volatility and suggests such a forecast is not possible. He notes – with exceptions – 
that in recent history volatility is lower. (TR 688-689) Witness Caldwell agreed that fuel price 
volatility decreased during the period 1997 to 2015. (TR 763)  
 
Witness Yupp disagreed that the volatility of natural gas prices is currently decreasing. (TR 417) 
He provided an exhibit showing that the volatility of natural gas prices varies considerably year 
to year. The trend line for this volatility shows a decline but there is very low correlation for the 
yearly data. The trend line in price volatility is not a good predictor of the next price volatility 
point. (TR 943-946, 953, 969-971; EXH 107, EXH 130) 
 
Witness Yupp provided evidence that hedging has reduced the number of times FPL was outside 
of the 10 percent mid-course correction threshold. (TR 939-940, EXH 106) He acknowledges 
that both under-recoveries and over-recoveries of fuel costs occurred. (TR 962-963)  
 
Witness Lawton acknowledged that current EIA forecasts for natural gas prices show a 
confidence interval ranging more toward higher prices than lower prices. (TR 888-890; EXH 
126) Witnesses Ball affirmed this aspect of the forecast as well. (TR 1031) 
 
In its brief, OPC argued that the annual fuel factor smoothes out price volatility and is a cost-free 
alternative to hedging. (OPC BR 11, see also PCS BR 4) Witness Lawton stated that the annual 
or level fuel factor shields customers from day-to-day changes in market prices. He 
acknowledges the cumulative effect of unexpected changes in market prices could lead to a mid-
course correction to fuel factors. (TR 828-829) Witness McAllister agreed that the level fuel 
factor can reduce the customer’s exposure to price volatility within the year, assuming no mid-
course correction. However, without hedging, the true-up amounts can be significant. (TR 509-
510) Witness Caldwell testified that, while the annual fuel factor provides some smoothing over 
twelve months, it does not limit the potential for fuel costs to increase or decrease. Hedging can 
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limit potential changes in fuel costs and mitigates price and fuel factor volatility. (TR 1058-
1060) Spreading an under-recovery over more time presents a risk of stacking under-recoveries 
if prices rise. (TR 1067-1068) 
 
The level or annual factor has some smoothing effect within the year assuming no mid-course 
corrections. By providing certainty to a portion of expected gas consumption, hedging can 
reduce true-up amounts and mid-course corrections. Without hedging, large true-up amounts and 
deferrals could occur. 
 
All witnesses generally agree that price volatility cannot be accurately and consistently 
forecasted. Staff concludes that price volatility varies up and down significantly and that it 
cannot be forecasted. Therefore, while natural gas prices have trended downward in the last few 
years, the level of price volatility is uncertain. Witness Yupp noted that a one cent change in 
natural gas prices translates to $6 million for FPL. (TR 981-982) Further, the increased 
dependence on natural gas means customers would have significant exposure to the uncertainties 
of natural gas prices if hedging were discontinued. 
 
The objective of the IOUs’ hedging programs is to reduce the customers’ exposure to price 
volatility. Staff concludes that, while natural gas prices have recently trended downward, the 
volatility of those prices can vary considerably and can have a significant effect on the IOUs’ 
total fuel cost. 
 
Currently, natural gas prices are low compared to prices since 2008. One could reasonably 
assume that prices are more likely to rise than to continue downward, and FPL witness Yupp 
provides calculations, reasons, and an opinion supporting this possibility. That prices may be 
approaching or going below the variable cost of production is a noteworthy consideration. 
However, staff believes the low prices and possible price direction should not be a chief 
consideration since it would involve some degree of speculation about the future direction of 
prices. 

 
Natural Gas Market Conditions 

Intertwined with price volatility are the supply and demand conditions of the natural gas market. 
All witnesses agreed that natural gas market conditions in 2015 are different from those of 2002. 
All witnesses agreed that the growth of shale gas production has increased the supply of natural 
gas. (TR 416-417, 475, 687, 958) Witness Caldwell notes that the natural gas market seems to 
move in cycles of significant production increases, due to new sources, followed by increases in 
demand (TR 762, 1056) 
 
Natural gas prices are more volatile when weather events affect supply or demand. In January 
2014, the polar vortex had a significant effect on natural gas prices. (TR 688, 848, 883) Weather 
events, such as very cold periods during the winter, can increase demand, prices, and volatility. 
(TR 883-884, 953) Additional pipelines under construction that connect the Marcellus Shale to 
northeastern states may diminish this effect. (TR 884) 
 
Regarding shale gas production and the current abundant supply of natural gas, witness Yupp 
noted that the market price may be below the cost of production for many producers. The market 
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price cannot be below the cost of production for any extended period of time. He further noted 
that production costs vary among producers. (TR 421-422) Rig counts are down and this could 
impact gas supply but this may not be a complete indicator of future gas production. (TR 882; 
EXHs 81, 88, 96, 102) Witness Ball alluded to future events that could disrupt shale gas 
production. (TR 1029-1031) As noted above, witness Lawton testified to increases in gas 
reserves, suggesting an adequate supply for the future. (TR 857) 
 
In its brief, OPC minimized the potential threats to shale gas production. (OPC BR 12) Witness 
Lawton opined that environmental concerns have largely been put to rest. He acknowledged that 
New York currently bans fracking. (TR 908-909) Staff notes there are specific risks associated 
with shale gas production. (TR 769, 1029; EXHs 81, 88, 96, 102) These risks include more 
Federal and State regulations for hydraulic fracturing, which is used for shale gas production.  
 
Demand for natural gas, particularly for electric generation, is increasing. In Florida, natural gas 
represents a significant percentage of the fuel for generation and this dependence on natural gas 
is increasing. In 2016, DEF estimates 73 percent of its generation will be from natural gas. FPL 
estimates 72 percent. For Tampa Electric and Gulf, the figures are 52 percent and 44 percent, 
respectively. (TR 489, 677, 734, 772, 901, 981, 1008, 1057; EXHs 12-14, 24, 42, 47) In addition, 
natural gas will begin to be exported in late 2015 and a number of export terminals are under 
construction or are planned. (TR 383-384, 486-486; EXHs 81, 88, 96, 102) 
 
Conclusion 
Staff believes the decision of whether to continue fuel price hedging rests with what one expects 
price volatility and natural gas market conditions to do in the future. Staff believes, while natural 
gas prices have trended down, price volatility is uncertain and cannot be reliably forecasted. 
What is known is that, without hedging, customers have very significant exposure to natural gas 
price volatility. 
 
Regarding market conditions, the natural gas market is very dynamic. While prices have trended 
lower and gas supply is currently forecasted to be abundant, demand is increasing and is heavily 
influenced by weather and potentially uncertain supply conditions. 
 
As such, staff believes that continuation of fuel price hedging activities is in the consumers’ best 
interest. 
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Issue 1E:  What changes, if any, should be made to the manner in which electric utilities 
conduct their natural gas financial hedging activities? 

Recommendation:  No changes are warranted at this time to the manner in which electric 
utilities conduct their natural gas financial hedging activities. (Barrett)  

Position of the Parties 

FPL:   No changes should be made to the manner in which electric utilities currently conduct 
their natural gas financial hedging activities. 

DEF:   This is a policy decision for the Commission. If the Commission determines that hedging 
should be wound down and eliminated, reduced in scope, suspended, or replaced with something 
new, DEF will comply with the Commission’s policy. 

FPUC:   No position. 

GULF:   None. As noted in response to Issue 1D, Gulf believes that it is appropriate to continue 
its financial hedging activities as an appropriate risk management tool. Gulf has demonstrated 
that implementation of its risk management plan has accomplished the objective of the hedging 
order to limit price volatility. No changes are necessary or appropriate at this time. 

TECO:   There should not be any changes to the manner in which electric utilities conduct their 
natural gas financial hedging. No such changes have been proposed in this proceeding. 
Moreover, the current natural gas financial hedging model was carefully constructed after due 
consideration of all relevant matters by the Commission and all affected persons. No changes are 
in order. 

OPC:   The natural gas financial hedging activities of the Companies should be discontinued. 
The facts and the evidence adduced at the fuel clause hearing unequivocally demonstrate that the 
Commission should deny the Companies' Risk Management Plans as they relate to natural gas 
financial hedging activities and the Commission should suspend and end the practice of natural 
gas financial hedging. 

FIPUG:   Hedging should be discontinued. 

FRF:   Adopts the position of OPC. 

PCS Phosphate:   PCS agrees with the Office of Public Counsel. For the reasons described in 
the testimonies of OPC witnesses Noriega and Lawton and in OPC’s basic position, the 
Commission should deny the Company’s risk management plans as it relates to natural gas 
financial hedging activities and should suspend and end the practice of natural gas financial 
hedging. 

Staff Analysis:  Staff notes this issue is essentially a fallout consideration of Issue 1D. In order 
to minimize duplicative arguments and for administrative efficiency, the argument for this issue 
will be brief. 
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Arguments 
As presented in Issue 1D, the parties that participate in hedging activities believe that hedging is 
in the public interest and should be continued. (FPL BR 2, 15; DEF BR 1; Gulf BR 3, 7; TECO 
BR 5) As a fallout to that decision, those parties answer to this issue reflects a position that no 
changes are needed to the manner in which electric utilities currently conduct their natural gas 
financial hedging activities. 

FPL witness Yupp states that no changes are needed because his company’s hedging program 
has “worked exactly as intended by the Commission and FPL to limit the volatility of fuel costs 
that FPL’s customers pay.” (TR 951; BR 6) Because the future is uncertain and volatility still 
exists, FPL’s witness believes hedging should continue. (TR 978, 980) DEF’s witness 
McCallister stated that DEF is open to continuing in the current recovery practices, or something 
new, but stated that the timing aspects of fuel cost recovery is something the Commission should 
be aware of. (TR 1022; FPL BR 2) 

OPC’s case advocated that hedging be eliminated prospectively, and the intervening parties by 
and large supported this position. (OPC BR 1; PCS BR 1; FIPUG BR 1) Staff believes that if 
OPC’s basic position in Issue 1D to completely eliminate hedging on a prospective basis 
prevails, answering this issue is unnecessary. 

Analysis 
Consistent with staff’s recommendation in Issue 1D, staff believes natural gas hedging activities 
are in consumers’ best interest, and should continue prospectively. Staff believes no changes are 
warranted at this time to the manner in which electric utilities conduct their natural gas financial 
hedging activities. 

However, if the Commission wants to consider changes that could be made to the manner in 
which electric utilities conduct their natural gas financial hedging activities a subsequent 
proceeding can be scheduled. A few options that were identified are described below: 

Alternative Accounting Treatment of Hedging Gains/Costs                                
At the present time, hedging gains/losses are recognized and reported at the time they occur. In 
practice, if the results of hedging activity for a given month resulted in a hedging gain, the 
amount of that gain is reflected as an offset to the fuel costs for that period. Conversely, if the 
results of hedging activity for a given month resulted in a hedging loss, the amount of that loss is 
reflected as an adder to the fuel costs for that period. 
 
An alternative treatment of hedging gains/losses would be to defer the timely recovery (of a 
hedging gain or a hedging cost) to a future period. A future period could be defined as a month, a 
quarter of a year, or even a year or longer. An advantage for doing so would be that ratepayers 
would be somewhat shielded from volatile hedging results. A disadvantage would be that any 
deferral of costs might artificially create a lump sum swing in fuel costs if the deferral was for an 
extended period. 

Although no party advocated that an alternative accounting treatment of a hedging gains/costs 
was needed, staff notes that several witnesses referred to FPL’s Volatility Mitigation Mechanism 
(VMM) proposal, which was only a mitigation proposal to spread hedging costs over a 2 year 
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period. FPL witness Yupp stated that FPL’s VMM proposal was offered at a time when there 
was regulatory uncertainty around hedging, and was withdrawn when the hedging guidelines 
were developed. Additionally, the witness stated that VMM did not mitigate price spikes to 
consumers. (TR 989-990) 

DEF witness McCallister stated that FPL’s VMM was evaluated years ago, but offered that his 
company would have to study an alternative like that in order to offer a definitive opinion on it. 
(TR 1022) Witness Ball from Gulf echoed the same concern, acknowledging that a year over 
year under-recovery would be amplified, if an alternative accounting treatment required that a 
balance be carried over. (TR 1049) The “stacking effect” is a real consideration, according to 
TECO witness Caldwell, and for this reason, his company would not support an alternative 
accounting treatment that required a balance be carried over in this manner. (TR 1059) Witness 
McCallister stated that a deferred recovery only addresses the timing of the recovery, not 
volatility. (TR 1023). 

Impose Limits on the Upper Range of Hedging Volumes 
At the present time, the IOUs hedge natural gas according to the range of volumes set forth in 
their risk management plans. Generally, the upper and lower hedging limits are company-
specific and confidential, and are expressed as a percentage of total natural gas burn.  
 
The Commission could consider imposing a “not to exceed” threshold to limit the upper range of 
volume to be hedged. An advantage of doing this would be to limit hedging losses in periods 
when market prices were lower than hedged prices. However, the disadvantage for imposing an 
upper limit on hedged volumes would be that hedging gains would be limited in times when 
hedged prices would be lower than market prices.  

Implement a Sharing Mechanism 
At the present time, all hedging gains and costs are borne by customers. An advantage of 
implementing a sharing mechanism would be to limit hedging losses for customers in periods 
when market prices were lower than hedged prices. However, the disadvantage for imposing a 
sharing mechanism would be that participants might speculate on future prices as a means to 
mitigate to their shared exposure, which would be contrary to the principles and guidelines 
expressed in the 2002 and 2008 hedging orders. 

At the hearing, hedging witnesses were asked their opinion of implementing a mechanism 
whereby gains and costs could be shared between the company and ratepayers. DEF witness 
McCallister stated that it might lead to speculation, and would not be something DEF would 
support. (TR 488) This thought was also expressed by TECO witness Caldwell while Gulf 
witness Ball opined that his company has no interest in such a proposal. (TR 1038, 1048, 1057)  

Conclusion 
Staff believes no changes are warranted at this time to the manner in which electric utilities 
conduct their natural gas financial hedging activities. 
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Issue 2B:  Should the Commission approve DEF’s 2016 Risk Management Plan? 

Recommendation:  Yes. The Commission should approve DEF’s 2016 Risk Management 
Plan. (Barrett, Lester) 

Position of the Parties 

FPL:   No position. 

DEF:   Yes, unless the Commission concludes that it is in the best interests of customers for the 
hedging program to be wound down and eliminated, reduced in scope, suspended, or replaced 
with something new. If the Commission amends or modifies the parameters of the hedging 
program, DEF will amend its Risk Management Plan accordingly, and will not execute any 
hedges beyond those previously executed per approved risk management plans to comply with 
the Commission’s direction. 

FPUC:   No position. 

GULF:   No position. 

TECO:   No position. 

OPC:   No. The Risk Management Plan should not be approved as filed inasmuch as it would 
authorize the company to continue the financial hedging of natural gas. Incorporate by reference 
OPC's arguments for Issues 1D & 1E. 

FIPUG:   Hedging should be discontinued. 

FRF:   Adopts the position of OPC. 

PCS Phosphate:   No. PCS agrees with the Office of Public Counsel. The plan should not be 
approved as filed inasmuch as it would authorize the company to continue the financial hedging 
of natural gas. 

Staff Analysis:  Staff notes that the there is considerable overlap between the arguments DEF 
presented in Issue 1D and the issue to consider the approval of DEF’s Risk Management Plan for 
2016 (Issue 2B). In order to minimize duplicative arguments and for administrative efficiency, 
the argument for this issue will be brief and concise. 

Arguments 
Witness McCallister stated the hedging activities set forth in DEF’s Risk Management Plan are 
followed in a structured manner to reduce price risk. (TR 497) Although small changes are made 
from year to year, DEF’s prescriptive, consistent approach will be followed in 2016. (TR 514)  
 
As presented in Issue 1D, OPC witness Lawton stated that prospective hedging activities should 
cease, and the Risk Management Plans for 2016 should not be approved. (TR 822)    
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Analysis 
Consistent with staff’s recommendation in Issue 1D that the utilities should continue natural gas 
financial hedging activities, staff recommends that the Commission approve DEF’s 2016 Risk 
Management Plan. Staff believes DEF’s Risk Management Plan for 2016 provides the 
appropriate governance for a well-disciplined and prudently-managed utility hedging program, 
and is consistent with the Hedging Guidelines. 
 
Conclusion 
Staff recommends the Commission approve DEF’s 2016 Risk Management Plan. 
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Issue 3B:  Should the Commission approve FPL’s 2016 Risk Management Plan? 

Recommendation:  Yes. Staff recommends that the Commission approve FPL’s 2016 Risk 
Management Plan.

Position of the Parties 

FPL:   Yes. On August 5, 2008, FPL filed a petition in the fuel docket requesting approval of 
Hedging Order Clarification Guidelines (the “Hedging Guidelines”). The Hedging Guidelines 
were approved by the Commission. Section I of the Hedging Guidelines provides for investor-
owned utilities such as FPL to file a risk management plan covering the activities to be 
undertaken during the following calendar year for hedges applicable to subsequent years, and for 
the Commission to review such plans for approval as part of the annual fuel adjustment 
proceeding. FPL’s 2016 Risk Management Plan is consistent with the Hedging Guidelines and 
should be approved. 

DEF:   No position. 

FPUC:   No position. 

GULF:   No position. 

TECO:   No position. 

OPC:   No. The Risk Management Plan should not be approved as filed inasmuch as it would 
authorize the company to continue the financial hedging of natural gas. Incorporate by reference 
OPC's arguments for Issues 1D & 1E. 

FIPUG:   Hedging should be discontinued. Otherwise, adopt the position of OPC. 

FRF:   Adopts the position of OPC. 

PCS Phosphate:   No position. 

Staff Analysis:  Staff notes that the there is considerable overlap between the arguments FPL 
presented in Issue 1D and the issue to consider the approval of FPL’s Risk Management Plan for 
2016 (Issue 3B). In order to minimize duplicative arguments and for administrative efficiency, 
the argument for this issue will be concise. 
 
Arguments 
From a historical perspective, witness Yupp believes that FPL’s Risk Management Plan has 
reduced fuel price volatility, which delivered fuel price certainty for FPL’s customers. (TR 398) 
The witness asserted that the Risk Management Plan for 2016 carries this forward by expressing 
the parameters within which FPL intends to place hedges during 2016. (TR 401) The witness 
noted, however, that the 2016 Plan differs from earlier plans because of FPL’s participation in 
the Woodford Gas Reserves Project. (TR 402) FPL’s hedging program is consistent with the 
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guiding principles outlined in the Commission’s hedging orders. (TR 399) FPL witness Yupp 
believes FPL’s Risk Management Plan for 2016 should be approved. 
 
As presented in Issue 1D, OPC witness Lawton stated that prospective hedging activities should 
cease, and the Risk Management Plans for 2016 should not be approved. (TR 822)    

Analysis 
Consistent with staff’s recommendation in Issue 1D that the utilities should continue natural gas 
financial hedging activities, staff recommends that the Commission approve FPL’s 2016 Risk 
Management Plan. Staff believes FPL’s Risk Management Plan for 2016 provides the 
appropriate governance for a well-disciplined and prudently-managed utility hedging program, 
and is consistent with the Hedging Guidelines. 
 
 
Conclusion 
Staff recommends that the Commission approve FPL’s 2016 Risk Management Plan. 
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Issue 3K:  What costs are appropriate for FPL’s Woodford natural gas exploration and 
production project for recovery through the Fuel Clause? 

Recommendation:  For the period January 2015 through December 2015, the appropriate 
actual/estimated costs FPL should recover through the Fuel Clause for the Woodford natural gas 
exploration and production project is $24,611,461. For the period January 2016 through 
December 2016, the appropriate projected costs FPL should recover through the Fuel Clause for 
the Woodford natural gas exploration and production project is $53,777,690. (Barrett) 
  
Position of the Parties 
FPL:   The amount of total system recoverable expenses related to FPL’s Woodford Project that 
FPL should be allowed to recover through the Fuel Clause for 2015 and 2016 are $24,611,461 
and $53,777,690, respectively. 

DEF:   No position. 

FPUC:   No position. 

GULF:   No position. 

TECO:   No position. 

OPC:   FPL has the burden of proof to justify and support the recovery of costs and their 
proposal(s) seeking the Commission's adoption of policy statements (whether new or changed) 
or other affirmative relief sought, regardless of whether the Intervenors provide evidence to the 
contrary. Regardless of whether the Commission has previously approved a program or costs as 
meeting the Commission’s requirements, the utilities must still meet their burden of 
demonstrating that the costs submitted for final recovery meet the statutory test(s) and are 
reasonable in amount and prudently incurred. The OPC takes no position on whether FPL has 
met its burden of proof on this issue. 

FIPUG:   None. 

FRF:   Adopts the position of OPC. 

PCS Phosphate:   No position. 

Staff Analysis:  
 
Argument 
FPL witness Keith sponsored an exhibit reporting the company’s return on capital investment 
and depletion for FPL’s Woodford natural gas exploration and production project (the Woodford 
Project). (TR 31; EXH 12) As shown in the exhibit, for the period January 2015 through 
December 2015, the appropriate actual costs through July and estimated costs for the remaining 
months totaled $24,611,461, and for the period January 2016 through December 2016, the 
projected costs FPL should recover through the Fuel Clause for the Woodford natural gas 
exploration and production project is $53,777,690. (EXH 12) 
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FPL witness Yupp testified that the projected expenses for 2016 total about $500,000 for 
incremental O&M for accounting, technical services or business management functions. (TR 
398) Witness Yupp stated that in 2015, the Woodford project was in the “startup phase,” and that 
production delays and a host of other issues emerged. (TR 424-425). The witness stated, 
however, that the most recent production figures and expense projections show higher 
production volumes than prior reports, and lower expenses, resulting in a delivered price of 
$2.70 per mmBtu. (TR 425-426, 428) When cross examined, the witness acknowledged that low 
market prices contributed to overall hedging losses in 2015 for the Woodford Project. (TR 427) 
Witness Yupp testified that FPL earned a return on its Woodford Project investment, although he 
stated this project will benefit ratepayers by providing a long-term stable volume of gas at a fixed 
cost. (TR 425 448) 
 
Analysis 
On June 25, 2014, FPL petitioned the Commission for a determination that it was prudent for 
FPL to acquire an interest in a natural gas reserve project (the Woodford Project) and that the 
revenue requirement associated with investing in and operating the gas reserve project was 
eligible for recovery through the Fuel Clause. In Order No. PSC-15-0038-FOF-EI 8 (Woodford 
Order), the Commission found that the Woodford Project was in the public interest and its costs 
were recoverable through the Fuel Clause. OPC and FIPUG have filed appeals of the Woodford 
Order with the Florida Supreme Court, which are pending as of the date of this memorandum9.   

 
As summarized in the Woodford Order, the Woodford Project is a capital investment by which 
FPL invests directly in shale gas reserves in the Woodford Shale region of Oklahoma and 
ratepayers pay natural gas production costs rather than the market price on the physical gas 
produced.     

 
Historically, production costs have been less volatile than market prices. We find 
the Woodford Project will act as a hedge that is designed to decouple costs from 
market prices.10 The Woodford Project costs are based solely on the operations 
and maintenance costs, and on the investment that is required, and is essentially 
fixed. FPL purchases more natural gas than any other electric utility in the 
country. The reality is that in this state, and nationally, we continue to grow the 
need for natural gas to provide electricity as we move away from coal. Although 
the Woodford Project is relatively small and will have a small effect on FPL’s 
overall cost of natural gas and on price hedging, it will act as a long-term physical 
hedge (30 years or longer in duration) compared to financial hedges, which 
typically lock in prices for 12 – 24 months. Fuel and related costs that are subject 
to volatile changes are recoverable through the Fuel Clause.11 We have allowed 

                                                 
8Order No. PSC-15-0038-FOF-EI, issued January 12, 2015, in Docket No. 150001-EI, In re: Fuel and purchased 
power cost recovery clause with generating performance incentive factor. 
9On March 30, 2015, the Florida Supreme Court consolidated OPC’s three appeals and the FIPUG appeal into a 
single case (Florida Supreme Court Case No. SC15-95). 
10Customers currently bear certain drilling, production, and shale gas risks (earthquakes, environmental issues, etc.) 
as these factors are embedded in the market price of gas.    
11Order No. 14546, issued July 8, 1985, in Docket No. 850001-EI-B, In re: Cost recovery Methods for Fuel-Related 
Expenses. 
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non-fuel items to be recovered through the Fuel Clause as long as they are 
projected to result in fuel savings.12 FPL’s natural gas price forecasts of October 
2013 and July 2014 indicate that the Woodford Project will likely produce 
positive customer fuel savings over the life of the Project based on combinations 
of two factors: well productivity and natural gas market price. Under FPL’s July 
2014 natural gas price forecast, 6 of 9 sensitivities produce positive customer 
savings. ... 
 

(Order No. PSC-15-0038-FOF-EI, pp. 4-5) 
 
Staff acknowledges the Commission’s approval of the Woodford Project is presently subject to 
certain appeals at the Florida Supreme Court. However, no motions to stay have been filed and 
the Woodford Order remains in full force and effect. Nonetheless, FPL has moved forward with 
its investment, and drilling and production activity began earlier this year. Therefore, staff 
recommends FPL is entitled to recover its Woodford Project costs through the Fuel Clause. 

 
Conclusion 
Staff recommends that for the period January 2015 through December 2015, the appropriate 
actual/estimated costs FPL should recover through the Fuel Clause for the Woodford natural gas 
exploration and production project is $24,611,461. For the period January 2016 through 
December 2016, the appropriate projected costs FPL should recover through the Fuel Clause for 
the Woodford natural gas exploration and production project is $53,777,690. 
 

                                                 
12Order Nos. PSC-97-0359-FOF-EI, issued March 31, 1997, in Docket 970001-EI, In re: Fuel and purchased power 
cost recovery clause and generating performance incentive factor (FPL investment in rail cars) and PSC-01-2516-
FOF-EI, issued December 26, 2001, in Docket 010001-EI, In re: Fuel and purchased power cost recovery clause 
and generating performance incentive factor (Incremental Power Plant Security Costs). 
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Issue 4A:  Should FPUC be permitted to recover the cost (depreciation expense, taxes, and 
return on investment) of building an interconnection between FPL’s substation and FPUC’s 
Northeast Division through the fuel recovery clause? 

Recommendation:  No. (Brownless)  

Position of the Parties 

FPL:   No position. 

DEF:   No position. 

FPUC:   Yes. The project costs constitute unanticipated fuel-related costs not included in the 
computation of base rates for the Company. The project itself is designed to lower the delivered 
price of purchased power to the Company, which will produce savings for FPUC's customers. 

GULF:   No position. 

TECO:   No position. 

OPC:   No. Transmission costs are traditionally and historically recovered through base rates, 
not the fuel clause, and are not fossil fuel-related costs. Therefore, FPUC's request for fuel clause 
recovery violates the Company's base rate case Settlement. Further, FPUC's argument that the 
transmission costs should be recovered as 2016 fuel costs should be rejected since any potential 
"fuel savings" cannot occur in 2016 because the current PPA does not expire until 2017 and this 
plant will not go into service until the end of 2017. The $107,333 revenue requirement impact 
should be removed from the 2016 projected fuel factor calculation. 

FIPUG:   No. Such costs should be recovered in base rates, not through the fuel clause. 
Furthermore, any lobbying-type expenses should not be recovered. 

FRF:   Adopts the position of OPC. 

PCS Phosphate:   No. The Florida Public Utilities Company’s proposal to recover the costs of 
an interconnection project through the fuel recovery clause would be an inappropriate use of the 
fuel recovery clause and should be denied. 

Staff Analysis:   

Background 
FPUC has requested that it be allowed to recover $107,333 in 2016, the depreciation expense, 
taxes other than income taxes and a return on investment associated with the $3.5 million dollar 
cost of rerouting FPUC’s 138 KV transmission line to parallel an existing FPL 230 KV line and 
upgrading FPL’s substation to accommodate this interconnection. (TR 571, 594-596, 626; EXH 
34) At this time, FPUC’s 138 KV transmission is directly connected to the JEA 138 KV 
transmission network. (TR 594) If construction is started in 2016, the completion date is 
expected during the latter half of 2017. (TR 595) FPUC has estimated that savings will result 
from this interconnection for essentially two reasons: 1) improved system reliability on FPUC’s 
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transmission system; and 2) the ability to purchase power from other wholesale providers 
without incurring additional transmission wheeling costs which should result in lower purchased 
power costs.  (TR 595-597)  FPL will be constructing the transmission line with the costs to be 
reimbursed by FPUC. (TR 633)  

FPUC does not generate any electricity but is solely dependent on wholesale purchase power 
agreements to meet its capacity and energy needs. (TR 567, 600) At this time, FPUC has 
wholesale power purchase agreements with JEA which service its Northeastern Division (Amelia 
Island) and Gulf Power Company (Gulf Power) which service its Northwestern Division 
(Marianna). (TR 603) Both of these wholesale purchased power contracts include payments for 
JEA’s and Gulf Power’s transmission rate base costs to provide power to FPUC. (TR 577, 615-
616)  However, FPUC does not currently recover any of its own transmission rate base costs 
through the fuel clause. (TR 616) FPUC’s current contract with JEA is set to expire in December 
31, 2017, the same time that FPUC’s interconnection with FPL is expected to be completed. (TR 
600) FPUC is required to purchase all of its wholesale purchased power from JEA during the 
term of the current contract. (TR 604-5) Thus, the projected $2.3 million in savings for future 
purchased power costs associated with the FPL interconnection can’t materialize until after 
January 1, 2018. (TR 600, 605) 

FPUC Witness Cutshaw testified that FPUC intends to issue an RFP soliciting capacity and 
energy for delivery at the beginning of 2018. (TR 624) Thus, while FPUC anticipates that as a 
result of its RFP it will be able to contract for wholesale capacity and energy at significantly 
lower rates once the interconnection is completed, no contracts have yet been signed and FPUC 
“cannot specifically define what those savings will be…” (TR 596)  

When asked by several parties if FPUC would go forward with the interconnection if recovery 
was not allowed through the fuel clause, both Witnesses Young and Cutshaw stated that they 
simply didn’t know. (TR 563, 572, 612-3, 633-4)   

Parties’ Arguments 
The Commission’s basic guidelines for recovery of costs through the fuel adjustment clause are 
found in Order No. 14546.13 Since the issuance of Order No. 14546 in 1985, the Commission has 
issued 19 orders interpreting and applying these two principles to various proposed rate base 
capital costs for which recovery through the fuel clause was requested.14 FPUC’s brief focuses 

                                                 
13Order No. 14546, issued on July 8, 1985, in Docket No. 850001-EI,-B, In re: Cost Recovery Methods for Fuel-
Related Expenses.   
14Order No. PSC-11-0080-PAA-EI, issued on January 31, 2011, in Docket No. 100404-EI, In re: Petition by Florida 
Power & Light Company to recover Scherer Unit 4 Turbine Upgrade costs through environmental cost recovery 
clause or fuel cost recovery clause (This order includes a list of all orders between 1985 and 2005); Order No. PSC-
12-0498-PAA-EI, issued on September 27, 2012, in Docket No. 120153-EI, In re: Petition to recover capital costs 
of Polk Fuel Cost Reduction Project through the Fuel Cost Recovery Clause, by Tampa Electric Company; Order 
No. PSC-13-0505-PAA-EI, issued on October 28, 2013, in Docket No. 130198-EI, In re: Petition for prudence 
determination regarding new pipeline system by Florida Power & Light Company; Order No. PSC-14-0309-PAA-
EI, issued on June 12, 2014, in Docket No. 140032-EI, In re: Petition to recover capital costs of Big Bend fuel cost 
reduction project through the fuel cost recovery clause, by Tampa Electric Company; Order No. PSC-15-0038-FOF-
EI, issued on January 12, 2015, in Docket No. 150001-EI, In re: Fuel purchased power cost recovery clause with 
generating performance incentive factor.            
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on why its proposed transmission project qualifies for recovery through the fuel adjustment 
clause (FPUC BR at 5-12). 

However, OPC, FRF, FIPUG, and PCS all take the position that the rate case stipulation and 
settlement agreement entered into between OPC and FPUC on August 29, 2014 and approved by 
this Commission in Order No. PSC-14-0517-S-EI, issued on September 29, 2014, (Order No. 
PSC-14-0517)15 prohibits the recovery of costs associated with the FPL interconnection through 
the fuel clause. (OPC BR 15-18; FIPUG BR 10; PCS BR 7-9)   

Section I, Term, of the settlement agreement prohibits FPUC from increasing its base rates 
during the minimum term of the agreement, or until after December 31, 2016. The settlement 
agreement also states in Section VI, Other Cost Recovery, as follows: 

Nothing in this agreement shall preclude the Company from requesting the 
Commission to approve the recovery of costs that are: (a) of a type which 
traditionally and historically would be, have been, or are presently recovered 
through cost recovery clauses or surcharges or (b) incremental costs not currently 
recovered in base rates which the Legislature or Commission determines are 
clause recoverable subsequent to the approval of this settlement.  Except as 
provided in this Agreement, it is the intent of the Parties in this Paragraph VI that 
FPUC not be allowed to recover through cost recovery clauses increases in the 
magnitude of costs, incurred after implementation of the new base rates, of types 
or categories (including but not limited to, for example, investment in and 
maintenance of transmission assets) that have been traditionally and historically 
recovered through FPUC’s base rates. 

[Emphasis added.]       

Analysis 
The analysis of this issue has two parts. First, are the costs of this rate base transmission project 
appropriately recovered through the fuel clause? And, second, if so, is this transmission project 
reasonably expected to result in reductions to the purchased power costs of FPUC? Unless the 
first question is answered in the affirmative, the second question need not be addressed. Staff 
agrees with the intervenors that the rate case stipulation and settlement agreement entered into 
between OPC and FPUC on August 29, 2014 and approved by this Commission in Order No. 
PSC-14-0517-S-EI, issued on September 29, 2014, (Order No. PSC-14-0517)16 prohibits the 
recovery of costs associated with the FPL interconnection through the fuel clause. 
FPUC’s arguments for allowing recovery for the FPL interconnection costs through the fuel 
adjustment clause essentially are three: 1) unlike other investor-owned utilities (IOUs), FPUC’s 
transmission costs have traditionally and historically been recovered through the fuel clause; 2) 
the FPL interconnection is more than a transmission asset, it is the means  by which FPUC can 
lower its wholesale purchased power costs; and 3) absent recovery through the fuel clause, 
FPUC might not be able to construct the interconnection with FPL and thereby get the benefit of 

                                                 
15Order No. PSC-14-0517-S-EI, issued on September 29, 2014, in Docket No. 140025-EI, In re: Application for rate 
increase by Florida Public Utilities Company. 
16Order No. PSC-14-0517-S-EI, issued on September 29, 2014, in Docket No. 140025-EI, In re: Application for rate 
increase by Florida Public Utilities Company. 
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lower fuel costs at the expiration of its current power purchase agreement with JEA in December 
2017.  Staff does not find these arguments persuasive. 

First, the only transmission costs that FPUC has historically recovered through the fuel clause 
are those of JEA and Gulf Power embedded in its current wholesale power purchase agreements 
with both parties. (TR 577, 615-616) None of FPUC’s own transmission costs have ever been 
recovered through the fuel clause. (TR 616) Nor have any other IOU transmission costs been 
“historically” or “traditionally” recovered through the fuel clause. (TR 616) It should also be 
noted here that one of the benefits of the FPL interconnection testified to by witness Cutshaw is 
that the interconnection will significantly improve the reliability of service to Amelia Island. (TR 
595-597, 600) However, capital improvements to enhance service reliability have neither 
“historically” nor “traditionally” been recovered through the fuel clause. 

Second, FPUC failed to make the case that if recovery of the cost of the FPL interconnection 
through the fuel clause is disallowed, this project which FPUC believes to be valuable, would not 
be built or would be delayed and the benefits associated with lower costs postponed for its 
ratepayers. Nor did FPUC prove that completion of this transmission project is the only means 
by which its ratepayers could receive potential lower purchased power costs at the expiration of 
its contract with JEA. (TR 635) FRF, FIPUG, OPC and Commissioners all questioned FPUC’s 
witnesses on these points. Both Witnesses Young and Cutshaw testified that FPUC would 
evaluate “other options” to recover the cost of the interconnection, e.g., a rate case or limited 
proceeding. (TR 563, 572, 613, 634, 614-616, 619-621)  

Section VIII, Earnings, of the settlement agreement, states that if FPUC’s earned ROE falls 
below 9.25 percent during the minimum term of the agreement, FPUC is permitted to file a 
petition for a rate increase under Sections 366.06 or 366.07, F.S., or a limited proceeding under 
Section 366.076, F.S. As reported in FPUC’s most recent earnings surveillance report filed on 
September 15, 2015, FPUC’s reported achieved ROE for the period ended June 30, 2015, was 
4.79 percent. (EXH 124, Schedule 1) At this time FPUC is earning below 9.25 percent, the low 
point of the range. Thus, despite the base rate freeze currently in place as a result of the 
settlement, FPUC has met the settlement’s conditions to release that freeze and is entitled to file 
for a rate base increase should recovery through the fuel clause be denied. In order to meet an in-
service date for the transmission line of January 2018, a rate case filing in 2017 with rates 
effective the first of billing cycle of 2018 is required. (TR 614-615) Further, filing a rate case, 
which would involve other issues beyond the proposed FPL interconnection project, could result 
in a base rate increase for customers. (TR 636-637) Given these facts, staff believes that FPUC 
does have the option of filing for a base rate increase under the settlement agreement to recover 
the costs of the FPL interconnection.             

Finally, FPUC has argued that the FPL interconnection is not prohibited by the settlement 
agreement because it will allow FPUC to reduce the price of its wholesale purchased power. For 
FPUC reducing the price of purchased power is the equivalent of reducing the price of fossil 
fuels for the other IOUs. (FPUC BR 10) FPUC argues that Order No. 1454617 applies to 
purchased power as well as fossil fuels and should be used here to allow recovery of the FPL 

                                                 
17Order No. 14546, issued on July 8, 1985, in Docket No. 850001-EI-B, In re: Cost Recovery Methods for Fuel-
Related Expenses.  



Docket No. 150001-EI Issue 4A 
Date: November 20, 2015 

 - 30 - 

interconnection costs. (FPUC BR 10-12) FPUC dismisses the plain language of Section VI of the 
settlement agreement which does not allow recovery of “investment in and maintenance of 
transmission assets that have been traditionally and historically recovered through FPUC’s base 
rates” on two rationales. First, Exhibit A to the settlement agreement entitled “Planned Capital 
Improvements” covering the period 2016-2019 does not list the FPL interconnection project. 
(FPUC BR 19) Second, the prohibition against recovery of transmission projects in the 
settlement agreement applies only to “investment in, or maintenance of, existing transmission.” 
(FPUC BR 19-20)  

Staff agrees with FPUC that if the provisions of Order No. 14546 are not applied to purchased 
power, there is very little guidance as to what is recoverable in terms of purchased power 
through the fuel clause. (FPUC BR 10) Certainly, this is the first instance in which FPUC, the 
only non-generating electric utility in the state, has requested recovery of a transmission asset 
through the fuel clause. However, staff does not agree that the explicit terms of the settlement 
agreement should be dismissed summarily. 

The settlement agreement does not state that the prohibition against recovery of transmission 
costs through the fuel clause is limited to the projects listed on Exhibit A.  In its joint motion 
with OPC for approval of stipulation and settlement, FPUC stated that “FPUC will use all 
reasonable infrastructure projects, consistent with those outlined in demonstrative Exhibit A, 
attached to the Agreement, in order to maintain the reliability of its electrical system.” (Motion at 
6) The joint motion also reiterates that “The Company may continue to seek recovery of costs 
through recovery clauses, but cannot seek recovery of costs that the Company has traditionally 
and historically recovered through base rates.” (Motion at 7) Given the language in its motion, 
the fact that the FPL interconnection was not included on Exhibit A does not support the 
conclusion that its costs are exempt from the settlement agreement’s specific prohibition against 
the recovery of transmission costs through the fuel clause. Nor does the motion’s or the 
settlement agreement’s prohibition against recovery through the fuel clause contain any language 
limiting prohibited transmission projects to existing projects. FPUC has cited no specific 
provision of the settlement agreement to support this contention nor is there any testimony or 
record evidence to support it. 

Witness Cutshaw agreed that transmission rate base costs were normally recovered through base 
rates and that the proposed FPL interconnection was part of a transmission asset. (TR 616, 621)  
While there may be potential savings associated with the project, the plain language of the 
settlement agreement prohibiting recovery of the capital costs of transmission projects does not 
support recovery of these costs through the fuel adjustment clause.   

Conclusion 
For the reasons stated above, staff recommends that FPUC should not be allowed to recover the 
cost (depreciation expense, taxes, and return on investment) of building an interconnection 
between FPL’s substation and FPUC’s Northeast Division through the fuel recovery clause.
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Issue 4B:  Should FPUC’s request to recover consulting and legal fees through the fuel clause 
be approved? 

Recommendation:  Yes. FPUC should continue to be allowed recovery of its consulting and 
legal costs associated with the review and analysis of FPUC’s existing purchase power 
agreements and costs associated with evaluating future fuel cost saving applications through the 
fuel cost recovery clause. However, the true-up amount, estimated/actual costs, and projected 
costs should be reduced to remove consulting costs associated with the preparation of 
Commission filings. Within 20 days of the Commission vote, FPUC should file revised true-up 
and projections schedules that reflect the removal of the costs associated with the preparation of 
Commission filings. (Bulecza-Banks, Barrett) 

Position of the Parties 

FPL:   No position. 

DEF:   No position. 

FPUC:   Yes. These costs are not being recovered in the Company's base rates, tend to fluctuate 
significantly from year to year, and are directly related to projects that will inure to the benefit of 
FPUC's ratepayers. Moreover, FPUC has historically recovered similar legal and consulting 
expenses through the fuel clause. 

GULF:   No position. 

TECO:   No position. 

OPC:   No. The requested consulting and legal fees are not fossil fuel-related costs recoverable 
through the fuel clause. FPUC’s request to recover these costs in the fuel clause violates the 
Company's rate case Settlement pursuant to Order PSC-14- 0517-S-EI. Further, consulting and 
legal costs related to generation opportunities and fuel procurement administration costs, 
pursuant to Order No. 14546, are more appropriately recovered through base rates. Moreover, 
FPUC's argument that its consulting and legal fees for generation opportunities may produce fuel 
savings and, as such, should be recovered as 2016 fuel costs, should be rejected, as no "fuel 
savings" will occur in 2016. 

FIPUG:   No. Such costs should be recovered in base rates, not through the fuel clause. 
Furthermore, any lobbying-type expenses should not be recovered. 

FRF:   Adopts the position of OPC. 

PCS Phosphate:   No position. 
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Staff Analysis:   
Background 
As part of its filed petition, testimony, and supporting schedules, FPUC included actual and 
estimated consulting and legal fees in its fuel costs for 2014, 2015, and 2016. (TR 520, EXHs 32, 
33, 34) Actual costs included in its 2014 true-up calculation are $122,933. FPUC included 
$111,135 in its 2015 estimated/actual costs, and $387,000 its 2016 projected costs. 
 
The OPC, FRF, and FIPUG oppose the inclusion of legal and consulting fees in FPUC’s true-up 
expenses for 2014, its actual/estimated fuel costs for 2015, and costs included in FPUC’s 
calculation of its 2016 projected fuel costs. The other investor-owned utilities and PCS have 
taken no position on this issue. 
 
Parties’ Arguments 
 FPUC 
FPUC believes that costs incurred and projected to be incurred for contracted consultants and 
legal services are directly fuel-related and will ultimately produce fuel savings that will flow to 
FPUC’s customers through the fuel adjustment clause, and thus, are appropriate for recovery 
through the fuel cost recovery clause. (TR 520-523, 531-532, 589, and 591-592; BR 5) FPUC 
argued that the Commission has clearly stated that the purpose of the clause proceedings is to 
provide for recovery of volatile costs that tend to fluctuate between rate case proceedings, which 
if incorporated in based rates, would unduly penalize the utility or its customers.18 (BR 6) 
 
FPUC pointed out that no party filed testimony in the proceeding in opposition to FPUC’s 
requested legal and consulting fees, and the only evidence in the record is that provided through 
the testimony of FPUC witnesses Young and Cutshaw. (BR 6)  
 
In support of its request, FPUC witness Young argued that the consultants hired by FPUC 
engaged in activities related to the negotiation of a new power purchased contract with Eight 
Flags Energy, modification of FPUC’s existing agreement with Rayonier Performance Fibers, 
and analysis of FPUC’s current power purchase agreement to determine opportunities to produce 
fuel cost reductions. (TR 521; BR 13) Witness Cutshaw emphasized that the costs being 
requested are not associated with administrative functions associated with fuel procurement, nor 
associated with the Company’s internal staff responsible for fuel procurement. (TR 530 and 539) 
  
FPUC witness Young opined that that the costs FPUC is seeking to recover are similar to costs 
the Commission has traditionally and historically allowed recovery through the fuel clause. (TR 
523; BR 14 and 20-21, EXH 89, pg. 242) In addition, witness Young pointed out that the costs 
requested have not been included in FPUC’s base rates as these costs are volatile and fluctuate 
between rate case proceeding (TR 529-530, 539-540; BR 5, 6, and 21, EXH 89, pgs. 210-212) 
 
FPUC argued that it has met its burden of proof by demonstrating that the legal and consulting 
fees it proposes for recovery through the fuel clause are (1) prudent expenses associated with 

                                                 
18

Order No. PSC-05-0748-FOF-EI, issued July 14, 2005, in Docket No. 041272-EI, at p.37, In Re: Petition for 
approval of storm cost recovery clause for recovery of extraordinary expenditures related to Hurricanes Charley, 
Frances, Jeanne, and Ivan, by Progress Energy Florida, Inc. 
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retaining outside expertise that the Company does not otherwise have in-house (TR 538 and 
540); (2) work for which these consultants were retained are associated with projects that are 
either currently producing fuel savings or are reasonably expected to produce savings for the 
Company and its customers (TR 539); and (3) expenses of a type that the Commission has 
traditionally allowed FPUC to recover through the fuel adjustment clause. (TR 523, BR 13 and 
22)  
 

OPC and FRF (FRF filed a Joinder in the Citizens' post-hearing statement of 
positions and post-hearing brief) 

The OPC argues that not only does the Settlement Agreement it entered into with FPUC last year 
preclude FPUC from seeking recovery in the fuel clause of its legal and consulting fees, but Fuel 
clause Order No. 14546 also prohibits FPUC recovery of such costs. 
 
In Order No. PSC-14-0517-S-EI, issued September 29, 2014, the Commission approved a 
Settlement Agreement (Settlement) between the OPC and FPUC. Paragraph VI of the 
Settlement, states: 
 

Nothing in this agreement shall preclude the Company from requesting the 
Commission to approve the recovery of costs that are (a) of a type which 
traditionally and historically would be, have been, or are presently recovered 
through cost recovery clauses or surcharges, or (b) incremental costs not currently 
recovered in base rates which the Legislature or Commission determines are 
clause recoverable subsequent to the approval of this settlement. Except as 
provided in this Agreement, it is the intent of the Parties in this Paragraph VI that 
FPUC not be allowed to recover through cost recovery clauses increases in the 
magnitude of costs, incurred after implementation of the new base rates, or types 
or categories (including but not limited to, for example, investment in and 
maintenance of transmission assets) that have been traditionally and historically 
recovered through FPUC’s base rates.  

 
OPC opines that the Settlement language clearly bars FPUC from even seeking recovery in the 
fuel clause for cost of types or categories that have been traditionally and historically recover 
through FPUC’s base rates. In addition, OPC argues that the same base rate freeze anti-
circumvention provision also prohibits FPUC from recovering the costs through cost recovery 
clauses.  
 
OPC argues that the Commission has historically and traditionally treated allowed recovery of 
prudent consulting and legal generation-related costs through base rates and as FPUC does not 
have its own recovery history of these types of costs, they should be recovered in the same 
manner as have been historically and traditionally treated for other regulated electric companies. 
OPC accepts that FPUC was allowed recovery, on a limited basis, of its legal and consulting fees 
associated with purchased power agreements, but asserts that generic legal and consulting 
activities have not been specifically identified and allowed to be recovered through the fuel 
clause. 
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In addition, OPC argues that Fuel Clause Order No. 14546 sets forth a policy whereby costs 
permitted for recovery through the fuel clause must produce fuel savings. OPC asserts that the 
Company is simply speculating that the consulting and legal activities will result in fuel savings. 
While OPC acknowledges that FPUC witness Young confirmed that some of the consultant and 
legal activities “produced” savings, he could not identify any specific “fuel savings.” (TR 576) 
OPC also maintains that FPUC conceded that the outside consulting and legal fees are fuel 
procurement and administration charges or costs that Order No. 14546 specifically precludes 
from recovery through the fuel clause  
 
In conclusion, OPC argues that the FPUC’s request is an attempt to circumvent the Settlement 
which specifically precludes FPUC from seeking recovery of costs historically and traditionally 
recovered through base rates. Further, OPC argues that the requested consultant and legal costs 
do not qualify for fuel clause recovery pursuant to Order No. 14546 
 
 FIPUG 
FIPUG did not address this issue in its brief other than to provide its statement of its position: 
No. Such costs should be recovered in base rates, not through the fuel clause. Furthermore, any 
lobbying-type expenses should not be recovered. 
 
Analysis 

Commission Order No. 14546 
Commission Order No. 14546, issued July 8, 1985, acknowledged the type of costs that would 
be permitted for recovery through the fuel cost recovery clause.19 The order resulted from an 
agreement reached between staff, the Office of Public Counsel, Florida Power & Light, Florida 
Power Corporation (now Duke Energy Florida (DEF)), Gulf Power Company, and Tampa 
Electric Company. The Florida Industrial Power Users Group (FIPUG) was informed of the 
stipulation but it took no position.   
 
As part of the stipulation, the two policies agreed to by the parties which they believed reflected 
the Commission’s practical application of fuel adjustment clauses included: 
 

1) When similar circumstances exist, the Commission should attempt to treat, for cost 
recovery purposes, specific types of fossil-fuel related expenses in a uniform manner 
among the various electric utilities. At times, however, it may be appropriate to treat 
similar types of expenses in dissimilar ways. 

2) Prudently incurred fossil fuel-related expenses which are subject to volatile changes 
should be recovered through an electric utility’s fuel adjustment clause… 

 
In addition, the parties recommended to the Commission that the policy be flexible so that costs 
normally recovered through base rates, could be recovered through the fuel adjustment clause 
where the utility took advantage of a cost-effective transaction and those costs were not 
recognized or anticipated in the level of costs used to establish the utility’s base rates. As stated 

                                                 
19Order No. 14546, issued on July 8, 1985, in Docket No. 850001-EI, In re: Cost Recovery Methods for Fuel-
Related Expenses. 
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in the order, “The Commission shall rule on the appropriate method of cost recovery based upon 
the merits of each individual case.” 
 
Since its issuance 30 years ago, the types of costs allowed recovery through the fuel clause has 
evolved to include prudent, non-fossil fuel-related costs. Examples of costs that have been 
permitted recovery through the fuel clause that are not fossil-fuel related include nuclear fuel 
disposal costs,20 incremental power plant security cost,21 capital and operating and maintenance 
costs for Nuclear Regulatory Commission compliance with post Fukushima standards.22 The 
recovery of such costs was not contemplated at the time the Order was issued in 1985.   
 
With respect to fuel-savings, Order No. 14546 set forth a policy whereby recovery of fossil fuel-
related costs normally recovered through base rates but which were not recognized or anticipated 
in the cost levels used to determine current base rates and which, if expended, will result in fuel 
savings to customers would be made on a case by case basis. The Order did not require that the 
fuel savings occur concurrently with the costs incurred.   
 
Order No. 14546, which was the result of a Commission-approved settlement of the parties to the 
fuel adjustment clause proceedings, was intended to identify costs that were appropriate for cost 
recovery, yet recognized that the Commission had the ultimate authority to rule on the method of 
cost recovery. 
 
 Prior Cost Recovery of Legal and Consulting Fees 
In Docket Nos. 060001-EI; 070001-EI, 080001-EI, 090001-EI, 10001-EI, 110001-EI, 120001-
EI, 130001-EI, and 140001-EI, FPUC included legal and consulting fees associated with fuel-
related work in its true-up filings which the Commission approved. In response to staff 
discovery, FPUC states that the legal and consulting fees included in its actual and projected 
costs are beyond the scope of normal, day-to-day fuel procurement administration functions. 
(EXH 89, p. 241)  
 
The Commission has historically permitted FPUC to recover costs associated with legal and 
consulting fees related to purchase power agreement review and analysis. (TR 530) In Docket 
No. 120001-EI, FPUC was specifically granted recovery of the legal and consulting fees 
associated with an amendment to its Purchased Power Agreement for the Northwest Division. 
(EXH 89, p. 242) 
 
As a small, non-generating investor-owned electric utility, FPUC has historically used 
consultants to perform a variety of activities in efforts to bring savings to its customers via lower 
fuel rates. (TR 520-523, 529-532, 538-539). In approving consulting costs paid by FPUC to 

                                                 
20Order No. PSC-01-2516-FOF-EI, issued December 26, 2001, in Docket No. 010001-EI, In re: Fuel and purchased 
power cost recovery clause and generating performance incentive factor. 
21The Commission moved recovery of incremental security costs from the Fuel Clause to the capacity cost recovery 
clause so that the security costs were be allocated on a demand basis, in the same manner as “ordinary” security 
costs. See Order No. PSC-01-2516-FOF-EI, issued December 26, 2001, in Docket No. 010001-EI, In re: Fuel and 
purchased power cost recovery clause and generating performance incentive factor.  
22Order No. PSC-13-0665-FOF-EI, issued December 18, 2013, In re: Fuel and purchased power cost recovery 
clause and generating performance incentive factor. 
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Christensen and Associates, the Commission distinguished FPUC from the other electric IOUs, 
finding that given FPUC’s small size, it does not have the resources internally to prepare an RFP 
and evaluate responses.23 The Commission also found that the costs associated with this type of 
activity are not included in base rates.24 
 
Currently, the consulting and legal fees FPUC is requesting are not being recovered in base rates. 
In response to staff discovery, FPUC stated that the legal and consulting fees were not 
anticipated in the Company’s last rate case, as these types of costs fluctuate significantly from 
year to year. (EXH 89, p. 210) Thus, FPUC did not include any costs associated with these 
activities in their base rate increase request. (EXH 89, p. 211) 
 

Fuel Savings and Customer Benefit 
As stated by witness Young, FPUC has been aggressively seeking opportunities to reduce fuel 
costs to its consumers. (TR 538) To properly and thoroughly explore fuel-saving opportunities, 
FPUC engages legal and consulting assistance as it lacks in-house expertise. (TR 538) Witness 
Young testified that the costs that FPUC is requesting to be recovered through the fuel cost 
recovery clause are associated with legal and consulting fees incurred in the development and 
enactment of projects designed to reduce fuel rates to FPUC’s customers, costs associated with 
the development and negotiations of power supply contracts, and costs to consultants engaged in 
performing due diligence in review and analysis of the Renewable Energy Agreement between 
FPUC and Rayonier. (TR 531)  
 
In response to staff discovery, FPUC was asked whether the costs it projects to incur in 2016 for 
contracted consultants and legal services will result in fuel savings to its customers. FPUC 
responded, “Yes, that is FPUC’s goal and expectation.” (EXH 89, p. 217) FPUC further states in 
its response that during 2016, FPUC will begin discussions with various purchased power 
providers in preparation for the 2017 expiration of its NE Florida wholesale power contract with 
JEA. Currently FPUC is reliant upon JEA for all its power needs in its NE division and is 
prohibited from taking power from another wholesale power provider. (EXH 90, p. 257) FPUC 
asserts that there will be a need for an abundance of research, analysis, and negotiation to ensure 
that every detail is reviewed so that FPUC obtains the best overall price for its wholesale power 
needs. (EXH 89, p. 217). 
 
Conclusion 
Previous Commission decisions have approved recovery of FPUC’s consultant and legal fees 
associated with evaluating power purchase agreements, and costs that were beyond the scope of 
the day-to-day procurement administrative functions. In 2005, the Commission specifically 
recognized that due to FPUC’s small size and lack of internal resources to craft a request for 
proposal and evaluate responses, it was appropriate to allow recovery of the consultant and legal 
fees associated with such activities. 
 

                                                 
23 Order No. PSC-05-1252-FOF-EI, issued December 23, 2005, in Docket No. 050001-EI, In re: Fuel and 
purchased power cost recovery clause with generating performance incentive factor. 
24 Ibid. 
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Staff believes there is no compelling reason to deviate from past Commission decisions. FPUC is 
still a small, non-generating electric utility that lacks the in-house expertise to find and evaluate 
potential opportunities for fuel savings and craft and evaluate requests for proposals for 
generation needs. FPUC did not include such costs in its last rate case as it believes the costs are 
volatile and as such, are more appropriately included for recovery in the fuel clause. At the time 
of its last rate case, similar costs were being recovered through the fuel clause. If recovery of 
these costs through the fuel clause is denied, these prudent costs would have to be absorbed by 
FPUC. Based on FPUC’s most recently filed surveillance report, it achieved a return on equity of 
4.79 percent while its approved return on equity is 10.25 percent, with a range of 9.25 to 11.25 
percent. 
 
Staff further believes that allowing recovery of FPUC’s legal and consulting fees complies with 
Commission Order No. 14546. While the Order references fossil fuel-related expenses, the Order 
repeatedly provides the Commission the flexibility to determine the appropriate method of cost 
recovery of expenses that were not recognized or anticipated in the cost levels used to determine 
base rates and if expended, will result in fuel savings. The costs FPUC is requesting for recovery 
through the fuel clause are not related to FPUC’s internal staff for fuel and purchased power 
procurement and administration. (TR 539) Not only has FPUC been previously allowed recovery 
of these types of legal and consulting fees, the types of costs that have been approved for 
recovery through the fuel cost recovery clause has evolved over time. Order No. 14546 was 
issued over 30 years ago, and while the basis for enactment of the policies reflected in the order 
is still valid, changes in the utility industry and the need to respond to such changes requires 
flexibility. Order No. 14546 repeatedly provides the Commission flexibility to address costs and 
transactions that were not recognized nor anticipated in the level of costs used to establish the 
utility’s base rates. Costs that have been handled on a case-by-case basis in the fuel recovery 
clause include plant conversions costs, pipeline lateral costs, plant modification costs, and rail 
car costs. Recovery of these costs through the fuel cost recovery clause was based on estimated 
fuel savings. Similarly, FPUC projects that the opportunities being evaluated by its contracted 
consultants and legal professionals will also result in fuel savings. (EXH 89, pp. 217 and 219) 
 
 In conclusion, staff recommends that FPUC’s consulting and legal fees associated with the 
development and enactment of projects designed to reduce fuel rates to FPUC’s customers, costs 
associated with the development and negotiations of power supply contracts, and costs to 
consultants engaged in performing due diligence in review and analysis of the Renewable 
Energy Agreement between FPUC and Rayonier be recovered through the fuel cost recovery 
clause. Further, as acknowledged by Witness Young at the hearing, costs associated with a 
consultant who prepared Commission filings for the consolidation of FPUC’s fuel divisions 
should be removed from its requested costs included in its true-up and projected filings. (TR 
559).  
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Issue 5B:  Should the Commission approve Gulf’s 2016 Risk Management Plan? 

Recommendation:  Yes. Staff recommends that the Commission approve Gulf’s 2016 Risk 
Management Plan. (Barrett, Lester) 

Position of the Parties 

FPL:   No position. 

DEF:   No position. 

FPUC:   No position. 

GULF:   Yes. Gulf’s 2016 Risk Management Plan for Fuel Procurement is a reasonable and 
prudent implementation of the Commission's hedging order and should be approved. Gulf 
believes that continued compliance with the "Hedging Order" provides an appropriate fuel risk 
management tool for utilities to utilize to limit natural gas price volatility. 

TECO:   No position. 

OPC:   No. The Risk Management Plan should not be approved as filed inasmuch as it would 
authorize the company to continue the financial hedging of natural gas. Incorporate by reference 
OPC's arguments for Issues ID & IE. 

FIPUG:   Hedging should be discontinued. 

FRF:   Adopts the position of OPC. 

PCS Phosphate:   No position. 

Staff Analysis:  Staff notes that the there is considerable overlap between the arguments Gulf 
presented in Issue 1D and the issue to consider the approval of Gulf’s Risk Management Plan for 
2016 (Issue 5B). In order to minimize duplicative arguments and for administrative efficiency, 
the argument for this issue will be brief and concise.  

Arguments 
Gulf witness Ball stated the company’s Risk Management Plan has reduced fuel price volatility, 
which delivered fuel price stability for Gulf’s rate paying customers. (TR 653, 1035) No major 
changes are present in Gulf’s 2016 plan, according to the witness. (TR 678) In its 2016 Risk 
Management Plan, natural gas prices will be hedged financially using instruments that conform 
to the Commission’s guidelines for hedging activity, and coal supply and transportation will be 
hedged physically using term agreements. (TR 679) Witness Ball believes Gulf’s Risk 
Management Plan for 2016 should be approved because it presents a reasonable and appropriate 
strategy for protecting customers from fuel price volatility. (TR 679, 1035) 
 
As presented in Issue 1D, OPC witness Lawton stated that prospective hedging activities should 
cease, and the Risk Management Plans for 2016 should not be approved. (TR 822)    
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Analysis 
Consistent with staff’s recommendation in Issue 1D that the utilities should continue natural gas 
financial hedging activities, staff recommends the Commission approve Gulf’s 2016 Risk 
Management Plan. Staff believes Gulf’s Risk Management Plan for 2016 provides the 
appropriate governance for a well-disciplined and prudently-managed utility hedging program, 
and is consistent with the Hedging Guidelines. 
 

Conclusion 
Staff recommends the Commission approve Gulf’s 2016 Risk Management Plan. 

 

 



Docket No. 150001-EI Issue 6B 
Date: November 20, 2015 

 - 40 - 

Issue 6B:  Should the Commission approve TECO’s 2016 Risk Management Plan? 

Recommendation:  Yes. Staff recommends that the Commission approve TECO’s 2016 Risk 
Management Plan. (Barrett, Lester) 

Position of the Parties 

FPL:   No position. 

DEF:   No position. 

FPUC:   No position. 

GULF:   No position. 

TECO:   Yes. Tampa Electric's 2016 Risk Management Plan provides prudent nonspeculative 
guidelines for mitigating price volatility while ensuring supply reliability. This Plan like the ones 
that preceded it, has been prepared in accordance with the Commission's Hedging Order and 
subsequent orders refining hedging guidelines. 

OPC:   No. The Risk Management Plan should not be approved as filed inasmuch as it would 
authorize the company to continue the financial hedging of natural gas. Incorporate by reference 
OPC's arguments for Issues lD & IE. 

FIPUG:   Hedging should be discontinued. 

FRF:   Adopts the position of OPC. 

PCS Phosphate:   No position. 

Staff Analysis:  Staff notes that the there is considerable overlap between the arguments 
TECO presented in Issue 1D and the issue to consider the approval of TECO’s Risk 
Management Plan for 2016 (Issue 6B). In order to minimize duplicative arguments and for 
administrative efficiency, the argument for this issue will be brief and concise.  

Arguments 
TECO witness Caldwell stated the company’s Risk Management Plan for 2016 describes the 
company’s strategies to mitigate fuel price volatility using a disciplined, non-speculative 
approach that includes financial hedges for natural gas. He stated these financial hedges are 
entered solely for the benefit of customers. (TR 760) Witness Caldwell asserted 
 

Using a disciplined, methodical, consistent natural gas financial hedging program 
ensures that a portion of projected natural gas needs are being hedged frequently, 
but never all at once. This provides known future pricing that is a blend of future 
prices acquired over a period of time. (TR 1058) 

 
As presented in Issue 1D, OPC witness Lawton stated that prospective hedging activities should 
cease, and the Risk Management Plans for 2016 should not be approved. (TR 822)    
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Analysis 
Consistent with staff’s recommendation in Issue 1D that the utilities should continue natural gas 
financial hedging activities, staff recommends the Commission approve TECO’s 2016 Risk 
Management Plan. Staff believes TECO’s Risk Management Plan for 2016 provides the 
appropriate governance for a well-disciplined and prudently-managed utility hedging program, 
and is consistent with the Hedging Guidelines. 
 

Conclusion 
Staff recommends the Commission approve TECO’s 2016 Risk Management Plan. 
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Issue 9:  What are the appropriate final fuel adjustment true-up amounts for the period January 
2014 through December 2014? 

Recommendation:  The appropriate final fuel adjustment true-up amount for the period 
January 2014 through December 2014 is an under-recovery of $1,474,307. (Barrett)  

Position of the Parties 

FPUC:   $1,474,307 (Under-recovery) 

OPC:   The utilities have the burden of proof to justify and support the recovery of costs and 
their proposal(s) seeking the Commission's adoption of policy statements (whether new or 
changed) or other affirmative relief sought, regardless of whether the Intervenors provide 
evidence to the contrary. Regardless of whether the Commission has previously approved a 
program or costs as meeting the Commission’s requirements, the utilities must still meet their 
burden of demonstrating that the costs submitted for final recovery meet the statutory test(s) and 
are reasonable in amount and prudently incurred. The OPC takes no position on whether the 
utilities have met their burden of proof on this issue. 

FIPUG:   FIPUG takes no position on this issue other than that the respective utilities must meet 
their burden of proof at the hearing in this matter, pursuant to applicable law, to demonstrate 
entitlement to the monies and other relief that the utilities request in this proceeding. 

FRF:   Adopts the position of OPC. 

PCS Phosphate:   PCS agrees with the Office of Public Counsel. 

Staff Analysis:  Witness Young acknowledged that FPUC has removed certain expenses25 
from its request for cost recovery of the final true-up amounts for the period January 2014 
through December 2014. (TR 569; EXH 123) The expenses were for work performed to 
restructure FPUC’s Fuel schedules (A-Schedules and E-Schedules), when the respective 
divisions were consolidated. (TR 558; EXH 89) The appropriate final fuel adjustment true-up 
amount for the period January 2014 through December 2014 is properly reflected in the brief 
FPUC filed on November 13, 2015. (FPUC BR 2, 22) 
 
Staff recommends that the appropriate final fuel adjustment true-up amounts for the period 
January 2014 through December 2014 is an under-recovery of $1,474,307. 

                                                 
25Staff notes that the expense amount at issue is identified in Confidential Exhibit No. 123, but was subsequently 
disclosed in the FPUC brief on page 22 as $2,046. 
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Issue 10:  What are the appropriate fuel adjustment actual/estimated true-up amounts for the 
period January 2015 through December 2015? 

Recommendation:  The appropriate fuel adjustment actual/estimated true-up amounts for the 
period January 2015 through December 2015 is an under-recovery of $107,841. (Barrett)  

Position of the Parties 

FPUC:   $107,841 (Under-recovery) 

OPC:   The utilities have the burden of proof to justify and support the recovery of costs and 
their proposal(s) seeking the Commission's adoption of policy statements (whether new or 
changed) or other affirmative relief sought, regardless of whether the Intervenors provide 
evidence to the contrary. Regardless of whether the Commission has previously approved a 
program or costs as meeting the Commission’s requirements, the utilities must still meet their 
burden of demonstrating that the costs submitted for final recovery meet the statutory test(s) and 
are reasonable in amount and prudently incurred. The OPC takes no position on whether the 
utilities have met their burden of proof on this issue. 

FIPUG:   FIPUG takes no position on this issue other than that the respective utilities must meet 
their burden of proof at the hearing in this matter, pursuant to applicable law, to demonstrate 
entitlement to the monies and other relief that the utilities request in this proceeding. 

FRF:   Adopts the position of OPC. 

PCS Phosphate:   PCS agrees with the Office of Public Counsel. 

Staff Analysis:  Witness Young acknowledged that FPUC has removed certain expenses26 
from its request for cost recovery of the final true-up amounts for the period January 2015 
through December 2015. (TR 569; EXH 89) The expenses were for work performed to 
restructure FPUC’s Fuel schedules (A-Schedules and E-Schedules), when the respective 
divisions were consolidated. (TR 558; EXH 89) The appropriate fuel adjustment actual/estimated 
true-up amounts for the period January 2015 through December 2015 is properly reflected in the 
brief FPUC filed on November 13, 2015. (FPUC BR 2, 22) 
 
Staff recommends that the appropriate fuel adjustment actual/estimated true-up amounts for the 
period January 2015 through December 2015 is an under-recovery of $107,841. 

                                                 
26Staff notes that the expense amount at issue is identified in Confidential Exhibit No. 89, but was subsequently 
disclosed in the FPUC brief on page 22 as $4,532. 
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Issue 11:  What are the appropriate total fuel adjustment true-up amounts to be 
collected/refunded from January 2016 to December 2016? 

Recommendation:  The appropriate total fuel adjustment true-up amounts to be 
collected/refunded from January 2016 through December 2016 is an under-recovery of 
$1,582,148. (Barrett)  

Position of the Parties 

FPUC:   $1,582,148 (Under-recovery) 

OPC:   The utilities have the burden of proof to justify and support the recovery of costs and 
their proposal(s) seeking the Commission's adoption of policy statements (whether new or 
changed) or other affirmative relief sought, regardless of whether the Intervenors provide 
evidence to the contrary. Regardless of whether the Commission has previously approved a 
program or costs as meeting the Commission’s requirements, the utilities must still meet their 
burden of demonstrating that the costs submitted for final recovery meet the statutory test(s) and 
are reasonable in amount and prudently incurred. The OPC takes no position on whether the 
utilities have met their burden of proof on this issue. 

FIPUG:   FIPUG takes no position on this issue other than that the respective utilities must meet 
their burden of proof at the hearing in this matter, pursuant to applicable law, to demonstrate 
entitlement to the monies and other relief that the utilities request in this proceeding. 

FRF:   Adopts the position of OPC. 

PCS Phosphate:   PCS agrees with the Office of Public Counsel. 

Staff Analysis:  Witness Young acknowledged that FPUC has removed certain expenses27 
from its request for cost recovery of 2014 and 2015 true-up amounts. (TR 569; EXHs 89, 123) 
The sum of the expense amounts referenced in Issues 9 and 10 is properly reflected in the brief 
FPUC filed on November 13, 2015. (FPUC BR 2, 22) 
 
Staff recommends that the appropriate total fuel adjustment true-up amounts to be 
collected/refunded from January 2016 through December 2016 are an under-recovery of 
$1,582,148. 

                                                 
27The expense amount for this issue is the sum of the confidential values referenced in Issues 9 and 10, which are 
identified in Confidential Exhibit No. 89 and 123, but was subsequently disclosed in the FPUC brief on page 22 as 
$6,578. 
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Issue 12:  What are the appropriate projected total fuel and purchased power cost recovery 
amounts for the period January 2016 through December 2016? 

Recommendation:  The appropriate projected total fuel and purchased power cost recovery 
amounts for the period January 2016 through December 2016 is $67,381,664. (Barrett)  

Position of the Parties 

FPUC:   The appropriate projected total fuel and purchased power cost recovery amounts for the 
period January 2016 through December 2016 is $67,488,997. 

OPC:   The utilities have the burden of proof to justify and support the recovery of costs and 
their proposal(s) seeking the Commission's adoption of policy statements (whether new or 
changed) or other affirmative relief sought, regardless of whether the Intervenors provide 
evidence to the contrary. Regardless of whether the Commission has previously approved a 
program or costs as meeting the Commission’s requirements, the utilities must still meet their 
burden of demonstrating that the costs submitted for final recovery meet the statutory test(s) and 
are reasonable in amount and prudently incurred. The OPC takes no position on whether the 
utilities have met their burden of proof on this issue. 

FIPUG:   FIPUG takes no position on this issue other than that the respective utilities must meet 
their burden of proof at the hearing in this matter, pursuant to applicable law, to demonstrate 
entitlement to the monies and other relief that the utilities request in this proceeding. 

FRF:   Adopts the position of OPC. 

PCS Phosphate:   PCS agrees with the Office of Public Counsel. 

Staff Analysis:  Consistent with the recommendation for Issue 4A, the appropriate projected 
total fuel and purchased power cost recovery amounts for the period January 2016 through 
December 2016 should not include any costs associated with FPUC’s interconnection line 
project with FPL.   
 
Staff recommends that the appropriate projected total fuel and purchased power cost recovery 
amounts for the period January 2016 through December 2016 is $67,381,664. 
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Issue 19:  What are the appropriate projected net fuel and purchased power cost recovery and 
Generating Performance Incentive amounts to be included in the recovery factor for the period 
January 2016 through December 2016? 

Recommendation:  The appropriate projected net fuel and purchased power cost recovery and 
Generating Performance Incentive amount to be included in the recovery factor for the period 
January 2016 through December 2016 is 68,863,812. (Barrett)  

Position of the Parties 

FPUC:   The appropriate projected amount to be included in the recovery factor for the period 
January 2016 through December 2016 is $68,971,145, which includes prior period true-ups. 

OPC:   The utilities have the burden of proof to justify and support the recovery of costs and 
their proposal(s) seeking the Commission's adoption of policy statements (whether new or 
changed) or other affirmative relief sought, regardless of whether the Intervenors provide 
evidence to the contrary. Regardless of whether the Commission has previously approved a 
program or costs as meeting the Commission’s requirements, the utilities must still meet their 
burden of demonstrating that the costs submitted for final recovery meet the statutory test(s) and 
are reasonable in amount and prudently incurred. The OPC takes no position on whether the 
utilities have met their burden of proof on this issue. 

FIPUG:   FIPUG takes no position on this issue other than that the respective utilities must meet 
their burden of proof at the hearing in this matter, pursuant to applicable law, to demonstrate 
entitlement to the monies and other relief that the utilities request in this proceeding. 

FRF:   Adopts the position of OPC. 

PCS Phosphate:   PCS agrees with the Office of Public Counsel. 

Staff Analysis:  Consistent with the recommendation for Issue 4A, the appropriate net fuel and 
purchased power cost recovery and Generating Performance Incentive amount to be included in 
the recovery factor for the period January 2016 through December 2016 should not include any 
costs associated with FPUC’s interconnection line project with FPL. Witness Young 
acknowledged that FPUC has removed certain expenses28 from its request for cost recovery of 
2014 and 2015 true-up amounts. (TR 569; EXHs, 89, 123) The sum of the expense amounts 
referenced in Issues 9 and 10 is also properly reflected in this issue. (FPUC BR 2) 
 
Staff recommends that the appropriate projected net fuel and purchased power cost recovery and 
Generating Performance Incentive amounts to be included in the recovery factor for the period 
January 2016 through December 2016 is $68,863,812. 

                                                 
28Issue 19 is a summary of the expense amounts from Issues 11 and 12. The Issue 11 expense amount is the sum of 
confidential amounts referenced in Issues 9 and 10, which are identified in Confidential Exhibit Nos. 89 and 123. 
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Issue 21:  What is the appropriate levelized fuel cost recovery factor for the period January 
2016 through December 2016? 

Recommendation:  The appropriate levelized fuel cost recovery factor for the period January 
2016 through December 2016 is 6.675 cents per kilowatt hour. (Barrett)  

Position of the Parties 

FPUC:   The appropriate factor is 6.692¢ per kWh. 

OPC:   The utilities have the burden of proof to justify and support the recovery of costs and 
their proposal(s) seeking the Commission's adoption of policy statements (whether new or 
changed) or other affirmative relief sought, regardless of whether the Intervenors provide 
evidence to the contrary. Regardless of whether the Commission has previously approved a 
program or costs as meeting the Commission’s requirements, the utilities must still meet their 
burden of demonstrating that the costs submitted for final recovery meet the statutory test(s) and 
are reasonable in amount and prudently incurred. The OPC takes no position on whether the 
utilities have met their burden of proof on this issue. 

FIPUG:   FIPUG takes no position on this issue other than that the respective utilities must meet 
their burden of proof at the hearing in this matter, pursuant to applicable law, to demonstrate 
entitlement to the monies and other relief that the utilities request in this proceeding. 

FRF:   Adopts the position of OPC. 

PCS Phosphate:   PCS agrees with the Office of Public Counsel. 

Staff Analysis:  Based on adjustments made in Issue 19, staff recommends that the appropriate 
levelized fuel cost recovery factor for the period January 2016 through December 2016 is 6.675 
cents per kilowatt hour. 
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Issue 23:  What are the appropriate fuel cost recovery factors for each rate class/delivery 
voltage level class adjusted for line losses? 

Recommendation:  The appropriate fuel cost recovery factors for each rate class/delivery 
voltage level class adjusted for line losses are shown below in Tables 23-1 and 23-2. (Draper, 
Barrett, Lester) 

Position of the Parties     
FPUC:   The appropriate levelized fuel adjustment and purchased power cost recovery factors 
for the period January 2016 through December 2016 are as follows: 
 
Rate Schedule Adjustment 

RS $0.10619 
GS $0.10169 
GSD $0.09709 
GSLD $0.09407 
LS $0.07211 
Step rate for RS  
RS Sales $0.10619 
RS with less than 1,000 kWh/month $0.10188 
RS with more than 1,000 kWh/month $0.11438 

The appropriate adjusted Time of Use (TOU) and Interruptible rates for the Northwest 
Division are: 

 
Time of Use/Interruptible 

Rate Schedule Adjustment On Peak Adjustment Off Peak 
RS $0.18588 $0.06288 
GS $0.14169 $0.05169 
GSD $0.13709 $0.06459 
GSLD $0.15407 $0.06407 
Interruptible $0.07907 $0.09404 

 

OPC:   No position. 

FIPUG:   No position. 

FRF:   Adopts the position of OPC. 

PCS Phosphate:   The loss of DEF’s nuclear generation and reductions it its coal-fired 
generation will lead to a shrinking differential between peak and off-peak fuel rates that is 
inconsistent with the core statutory objectives set forth in FEECA. Section 366.81, F.S. The 
Commission should direct DEF to address this concern in its next fuel filing. 
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Staff Analysis:  In its brief PCS provided a position for Issue 23 with regard to DEF, not 
FPUC.  PCS does not purchase any power from FPUC and did not take a position with regard to 
FPUC in its prehearing statement filed on October 9, 2015. Further, the fuel cost recovery factors 
for each rate class/delivery voltage level class for FPL, DEF, TECO and Gulf were part of the 
stipulations contained in the Notice of Stipulations filed on October 31, 2015, approved by the 
Commission by bench decision at the beginning of the final hearing on November 2, 2015.  
(Prehearing TR 11-13)  PCS made no objection to the motion to approve the stipulation on Issue 
23 with regard to DEF at that time. Since Issue 23 has been stipulated with regard to DEF, staff 
considers DEF’s fuel cost recovery factors to be a moot issue.   
 
For FPUC, staff recommends that the appropriate fuel cost recovery factors for each rate 
class/delivery voltage level class adjusted for line losses are shown in Tables 23-1 and 23-2. 
These factors reflect staff’s recommendations for Issues 4A and 4B. 
 

Table 23-1 
2016 Fuel Cost Recovery Factors for FPUC 

Rate Schedule Levelized Adjustment 
RS $0.10602 
GS $0.10152 

GSD $0.09692 
GSLD $0.09390 

LS $0.07194 
Step rate for RS  

RS Sales $0.10602 
RS with less than 1,000 kWh/month $0.10171 

RS with more than 1,000 kWh/month $0.11421 
 
Consistent with the fuel projections for the 2016 period, the appropriate adjusted Time of Use 
(TOU) and Interruptible rates for the Northwest Division for 2016 period are shown in Table 23-
2 below. 
 

Table 23-2 
2016 Fuel Cost Recovery Factors for FPUC 

Rate Schedule for  
Time of Use/Interruptible 

Levelized 
Adjustment On Peak 

Levelized 
Adjustment Off Peak 

RS $0.18571 $0.06271 
GS $0.14152 $0.05152 

GSD $0.13692 $0.06442 
GSLD $0.15390 $0.06390 

Interruptible $0.07890 $0.09390 
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Issue 37:  Should this docket be closed? 

Recommendation:  No. The Fuel and Purchased Power Cost Recovery Clause is an on-going 
docket and should remain open. (Brownless)  

Staff Analysis:  On October 30, 2015, a Notice Of Stipulations was filed acknowledging that 
stipulations were entered between the parties to this docket, subject to Commission approval. 
This issue (Issue 37) was among several issues identified in that document. On November 2, 
2015, the Commission approved the stipulations identified in the Notice of Stipulation. (TR 11-
13)  

The Fuel and Purchased Power Cost Recovery Clause is an on-going docket and should remain 
open. 
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 Case Background 

Crestridge Utilities, LLC. (Crestridge or utility) is a Class C water utility serving approximately 
614 customers in Pasco County. Crestridge’s service territory is located in the Southwest Florida 
Water Management District (SWFWMD) and is in a water use caution area. Crestridge’s 
application in the instant docket shows total gross revenue of $100,193 with a net operating loss 
of $84,564. 

Crestridge filed its application for a staff-assisted rate case (SARC) on September 10, 2014, and 
subsequently completed the Commission’s filing requirements. November 7, 2014, was 
established as the official filing date in this case. Rates were last established for this utility in 
1992, as a result of a staff-assisted rate case.1 Rate base was last established for this utility when 
it was transferred in 2014.2 Crestridge filed an application for transfer concurrently with this 
SARC. The Commission has jurisdiction in this case pursuant to Section 367.0814, Florida 
Statutes (F.S.). 

 

                                                 
1 Order No. PSC-93-0012-FOF-WU, issued January 5, 1993, in Docket No. 920417-WU, In re: Application for 
staff-assisted rate case in Pasco County by Crestridge Utility Corporation. 
2 Order No. PSC-15-0420-PAA-WU, issued October 5, 2015, in Docket No. 140174-WU, In re: Application for 
approval of transfer of Certificate No. 117-W from Crestridge Utility Corporation to Crestridge Utilities, L.L.C., in 
Pasco County. 



Docket No. 140175-WU Issue 1 
Date: November 18, 2015 

- 4 - 

Discussion of Issues 

 
 
 
Issue 1:  Is the overall quality of service provided by Crestridge satisfactory? 

Recommendation:  Yes, staff recommends that the quality of service provided by Crestridge 
be considered satisfactory. (Lee) 

Staff Analysis:  Pursuant to Rule 25-30.433(1), Florida Administrative Code (F.A.C.), in water 
and wastewater rate cases, the Commission shall determine the overall quality of service 
provided by a utility. This is derived from an evaluation of three separate components of the 
utility operations. These components are the quality of the utility’s product, the operating 
conditions of the utility’s plant and facilities, and the utility’s attempt to address customer 
satisfaction. The rule further states that sanitary surveys, outstanding citations, violations, and 
consent orders on file with the Department of Environmental Protection (DEP) and the county 
health department over the preceding three-year period shall be considered. In addition, input 
from DEP and health department officials and customer comments or complaints will be 
considered. 

Crestridge provides water service only. Crestridge’s operation is subject to various 
environmental requirements under the jurisdiction of the DEP. In addition, the consumptive use 
of its water supply is under the jurisdiction of Southwest Florida Water Management District. 
During the utility’s last SARC in 1992, the Commission found the utility’s quality of service to 
be satisfactory based on the actions that the utility was taking in order to comply with DEP’s 
regulations.  

DEP’s most recent review included an on-site inspection that was conducted on January 27, 
2015. The inspection included the review of tank inspection reports, flow meter tests, and any 
issues observed regarding the plant operation. Based on the utility’s response to DEP dated 
February 24, 2015, all issues observed during the inspection were addressed. The utility has 
indicated that it will perform any additional actions that may be required for its compliance with 
DEP regulations. 

Section 367.0812(1)(c), F.S., requires the Commission to consider complaints filed by customers 
during the past five years regarding the secondary water quality standards as established by the 
DEP in determining whether a utility has satisfied its obligation to provide quality of water 
service. There has been no secondary water quality complaints based on staff’s request of data 
from the utility and the DEP. Staff’s review of customer complaints indicates the utility has 
resolved all of the complaints tracked by the Commission. The Commission’s Consumer 
Activity Tracking System recorded six complaints since January 2010. Of the six complaints, 
four were related to billing and two were related to service quality. The last recorded complaint 
was closed on January 9, 2015.  

A customer meeting was held on September 10, 2015, at Crestridge Gardens Community Club in 
Holiday, FL. Thirteen customers were present at the meeting. Two customers signed up to 
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comment. Customers were informed about the ways to send their written comments to the 
Commission. Based on comments at the meeting and written comments received in this docket, 
the main concern appears to be the financial impact to the customers by a rate increase. 

In conclusion, staff believes the utility has taken reasonable actions to comply with DEP’s 
regulations and to address service quality concerns. Staff recommends that the quality of service 
provided by Crestridge be considered satisfactory. 
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Issue 2:  What are the used and useful (U&U) percentages of Crestridge’s water treatment plant 
(WTP) and water distribution system? 

Recommendation:  Staff recommends that Crestridge’s water system be considered 100 
percent U&U with no adjustment for Excessive Unaccounted For Water (EUW). (Lee) 

Staff Analysis:  The utility’s water system, which includes its treatment plant and distribution 
system, was found to be built out and 100 percent U&U in its last SARC in Docket No. 920417-
WU.3  There has been no growth in the customer base, no change in capacity, or any plan for 
expansion since Crestridge’s last SARC. Accordingly, staff recommends that the utility’s water 
system be considered 100 percent U&U. 

Rule 25-30.4325, F.A.C., describes Excessive Unaccounted for Water (EUW) as unaccounted 
for water in excess of ten percent of the amount produced or purchased. When establishing the 
Rule, the Commission recognized that some uses of water are readily measurable and others are 
not. Unaccounted for water is all water that is produced or purchased that is not sold, metered or 
accounted for in the records of the utility. The Rule provides that in order to determine whether 
adjustments to plant and operating expenses, such as purchased water, purchased electrical 
power and chemicals are necessary, the Commission will consider all relevant factors as to the 
reason for EUW, solutions implemented to correct the problem, or whether a proposed solution 
is economically feasible. The unaccounted for water is calculated by subtracting both the gallons 
used for other services, such as flushing, and the gallons sold to customers from the total gallons 
pumped or purchased for the test year. 

During the test year, the utility produced 25.4 million gallons of water and sold 22.6 million 
gallons of water to customers. This results in 11 percent unaccounted for water, of which 1 
percent could be considered excessive. The utility has acknowledged that many of its meters are 
old or  not registering and in September 2014, the utility submitted a Water Loss Remedial 
Action Plan to the SWFWMD. In its plan, the utility has committed to, among other things, 
purchasing a portable hydrant meter to produce more accurate flushing records and seek the 
assistance of the Florida Rural Water Association in finding undetectable leaks. In addition, the 
utility recently replaced approximately 7 percent (42 total) of its meters and has requested an on-
going aggressive meter replacement program which is discussed in Issue 3. Because the utility is 
implementing solutions to correct the problem, staff does not believe an  adjustment for EUW 
should be made at this time. 

In conclusion, staff recommends that the utility’s water system be considered 100 percent U&U 
with no EUW adjustment. 

                                                 
3 Order No. PSC-93-0012-FOF-WU. 
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Issue 3:  What is the appropriate average test year water rate base for Crestridge Utilities? 

Recommendation:  The appropriate average test year rate base for Crestridge is $88,709 
(Mouring, Lee) 

Staff Analysis:  The test year ended September 30, 2014, was used for the instant case. A 
summary of each rate base component, and recommended adjustments are discussed below.  

Utility Plant in Service (UPIS) 
The utility recorded UPIS of $88,524. By Order No. PSC-15-0420-PAA-WU, the Commission 
established a UPIS balance of $220,682 as of August 27, 2014. There were no subsequent plant 
additions and retirements since that point. Therefore, staff is recommending increasing UPIS by 
$132,157 ($220,682 - $88,524). Staff is also recommending increasing UPIS by $5,611 in 
consideration of pro forma plant improvements requested by the utility, and decreasing UPIS by 
$1,111 to include the appropriate averaging adjustment. As such, staff recommends that the 
appropriate UPIS balance is $225,181 ($88,525 + $132,157 + $5,611 - $1,111). 

Phase I Pro Forma Additions  
Staff has included the following items in its calculation of the Phase I revenue requirement 
because these projects have already been completed and documentation has been provided by the 
utility.  

Table 3-1 
Phase I Pro Forma Adjustments 
    Accum. Depr. 

Description  UPIS Depr. Exp. 

New Truck $3,818 ($636) $636 
New Lawn Mower 1,076 (108) 108 
Flow Meter  1,472 (98) 98 
Flow Meter Retirement (1,104) 1,104 (74) 
New Meters 1,396 82 82 
   Retirement (1,047) (1,047) (62) 
    Total $5,611 $1,227 $789 

  
In staff’s first data request dated December 5, 2014, staff asked the utility to provide cost 
estimates and documentation of its requested pro forma plant improvements. The utility  
requested a portable hydrant meter and a lawn mower to be shared with Holiday Gardens 
Utilities, LLC and a list of equipment to be shared with other utilities under common ownership. 
The list of equipment includes a computer, a printer, and a truck. Subsequent to its pro forma 
request, the utility submitted invoices for several items including the flow meter, truck, lawn 
mower, and other minor repair and replacement parts needed to resolve operating issues. 

As discussed in Issue 2, the utility submitted a remedial plan to the Southwest Florida Water 
Management District to reduce unaccounted for water. The remedial plan includes a meter 
replacement program to replace old and unregistering meters immediately, followed by an on-
going meter replacement program. On September 29, 2015, the utility submitted invoices 
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documenting the costs for the installation of 42 meters in accordance with the meter replacement 
program. Staff is recommending that the cost of these meters be capitalized. As a result, staff has 
increased UPIS by a net amount of $349 ($1,396 - $1,047) and decreased Accumulated 
Depreciation by a net amount of $965 ($1,047-82). In addition, staff has adjusted depreciation 
expense to reflect meter replacements and retirements, resulting in an increase of $20 ($82 - 
$62). 

Staff’s net adjustment to the Phase I UPIS balance is an increase of $5,611 and a decrease to 
Accumulated Depreciation of $1,227. In addition, staff has adjusted depreciation expense to 
reflect the pro forma additions and retirements, resulting in an increase of $789. 

Further, the utility requested an on-going meter replacement program to replace the remaining 
meters over four years. However, staff believes a 10-year period is more appropriate and 
therefore staff recommends an amount of $5,981 as part of the operating expense (to be 
addressed in Issue 6) for the meter replacement program. Based on the unit cost of meters and 
parts provided by the utility, and an allowance for the number of parts needed for installation, 
staff estimates this amount provides replacement of 57 meters per year on average and the 
replacement of the remaining meters over 10 years. 

For the tank replacement item, the utility provided documentation that it paid an amount of 
$10,000 as a down payment toward the order of the hydro-pneumatic tank priced at $22,096. 
Staff notes a significant decrease in the hydro-pneumatic tank cost that can be directly attributed 
to the utility performing a self-install of the tank. Therefore, consistent with Commission 
practice, staff believes items not completed should be included in a Phase II revenue requirement 
discussed in Issue 11. 

Land & Land Rights   
The utility recorded a test year land value of $6,000. Based on staff’s review, no adjustments are 
necessary. Therefore, staff recommends that the appropriate land balance is $6,000. 

Non-Used and Useful (non-U&U) Plant   
As discussed in Issue 2, staff is recommending that both the water treatment plant and 
distribution system be considered 100 percent U&U. Therefore, no adjustment is necessary. 

Contributions In Aid of Construction (CIAC)   
The utility recorded a CIAC balance of $86,055. Based on staff’s review, no adjustments are 
necessary. Therefore, staff’s recommended CIAC is $86,055. 

Accumulated Depreciation   
Crestridge recorded a test year accumulated depreciation balance of $39,641. Staff recalculated 
accumulated depreciation using the prescribed rates set forth in Rule 25-30.140, F.A.C., and 
depreciation associated with plant additions and retirements since the utility’s last rate case. Staff 
has increased accumulated depreciation by $124,775 to reflect the appropriate year end balance. 
Staff is also recommending reducing accumulated depreciation by $1,227 related to retirements 
associated with the pro forma items requested by the utility, and an additional $176 reduction to 
include the appropriate averaging adjustment. Staff’s adjustment to this account results in an 
accumulated depreciation balance of $163,013 ($39,641 + $124,775 - $1,227 - $176). 
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Accumulated Amortization of CIAC   
The utility did not record accumulated amortization of CIAC. Accumulated amortization of 
CIAC has been recalculated by staff using composite depreciation rates which resulted in an 
increase to accumulated amortization of CIAC $86,055. There were no additions to CIAC since 
the last rate case, and CIAC was fully amortized in 1999 in the amount of $86,055. Therefore, 
staff’s recommended accumulated amortization of CIAC balance is $86,055. 

Working Capital Allowance   
Working capital is defined as the short-term investor-supplied funds that are necessary to meet 
operating expenses. Consistent with Rule 25-30.433(2), F.A.C., staff used the one-eighth of the 
operation and maintenance (O&M) expense formula approach for calculating the working capital 
allowance. Applying this formula, staff recommends a working capital allowance of $20,541 
(based on O&M expense of $164,330/8).  

Rate Base Summary 
Based on the foregoing, staff recommends that the appropriate average test year rate base is 
$88,709. Water rate base is shown on Schedule No. 1-A. The related adjustments are shown on 
Schedule No. 1-B. 
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Issue 4:  What is the appropriate return on equity and overall rate of return for Crestridge 
Utilities? 

Recommendation:  The appropriate return on equity (ROE) is 11.16 percent with a range of 
10.16 percent to 12.16 percent. The appropriate overall rate of return is 8.28 percent. (Mouring) 

Staff Analysis:  According to the staff audit, Crestridge’s test year capital structure reflected 
common equity of $22,113, long-term debt of $211,586, short-term debt of $3,818, and customer 
deposits of $563. Staff has made an adjustment to the long-term debt to set it equal to the 
purchase price of the regulated assets of $60,694, established in the recent transfer order.4 

The utility’s capital structure has been reconciled with staff’s recommended rate base. The 
appropriate ROE for the utility is 11.16 percent based upon the Commission-approved leverage 
formula currently in effect. Staff recommends an ROE of 11.16 percent, with a range of 10.16 
percent to 12.16 percent, and an overall rate of return of 8.28 percent. The ROE and overall rate 
of return are shown on Schedule No. 2. 

                                                 
4 Order No. PSC-15-0420-PAA-WU, issued October 5, 2015, in Docket No. 140174-WU, In re: Application for 
approval of transfer of Certificate No. 117-W from Crestridge Utility Corporation to Crestridge Utilities, L.L.C., in 
Pasco County. 
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Issue 5:  What are the appropriate test year revenues for Crestridge? 

Recommendation:  The appropriate test year revenues for the Crestridge water system are 
$100,192. (Thompson) 

Staff Analysis:  Crestridge recorded total test year revenues of $98,808, which included 
service revenues of $90,004 and miscellaneous revenues of $8,804. Based on staff’s review of 
the utility’s billing determinants and the rates that were in effect during the test year, staff 
determined service revenues should be increased by $1,351 to reflect annualized test year service 
revenues of $91,355.5  In addition, staff recommends increasing miscellaneous revenues by $33 
to reflect the appropriate amount of miscellaneous revenues of $8,837 during the test year. 
Therefore, staff recommends that the appropriate test year revenues for Crestridge’s water 
system are $100,192 ($91,355 + $8,837). Test year revenues are shown on Schedule No. 3-A. 

                                                 
5 The utility filed a 2014 Index that become effective on September 2, 2014. 
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Issue 6:  What is the appropriate amount of operating expense? 

Recommendation:  The appropriate amount of operating expense for the utility is $186,148. 
(Mouring, Lee) 

Staff Analysis:  Crestridge recorded operating expense of $108,096 for the test year ended 
September 30, 2014. The test year O&M expenses have been reviewed, including invoices, 
canceled checks, and other supporting documentation. Staff has made several adjustments to the 
utility's operating expenses as summarized below.  

Operation and Maintenance Expenses 
 

Salaries & Wages - Employees (601)  
The utility recorded Salaries & Wages - Employee expense of $27,988. Staff has increased this 
amount by $42,533 to reflect the current allocation of employee salaries from Florida Utility 
Services 1, LLC. Therefore, staff recommends Salaries & Wages - Employee expense of 
$70,521. 

Salaries & Wages - Officers (603) 
The utility recorded Salaries & Wages - Officer expense of $1,965. Staff has increased this 
amount by $13,925 to reflect the current allocation of the utility’s Officer’s salary. Therefore, 
staff recommends Salaries & Wages - Officers expense of $15,890. 

Employee Pensions and Benefits (604) 
The utility recorded Pensions and Benefits expense of $4,852. Staff has increased this amount by 
$3,182 to reflect the current allocation of employees’ medical and Workman’s Compensation 
insurance. Therefore, staff recommends Pensions and Benefits expense of $8,034. 

Chemicals (618)  
The utility recorded Chemicals expense of $2,026. Staff has decreased this account by $120 to 
remove out-of-period expenses. Therefore, staff recommends Chemicals expense of $1,906. 

Materials and Supplies (620) 
Crestridge recorded Materials and Supplies expense of $1,902. This amount reflects meters and a 
lawnmower, which staff recommends be removed from Account 620, and capitalized to plant. 
The resulting amount for Materials and Supplies expense is $0. 

Contractual Services - Other (636) 
 The utility recorded Contractual Services – Other expense of $31,951. Staff has decreased this 
amount by $1,493 to remove out-of-period and duplicate expenses. Staff also decreased this 
amount by $700 to remove lawn maintenance expense that will now be provided by the utility. 
The resulting amount for Contractual Services – Other expense is $29,758 ($31,951 - $1,493 - 
$700). 
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Rents (640) 
Crestridge recorded Rent expense of $6,098. Staff has reduced Rent expense by $75 to reflect the 
appropriate allocation of the lease expense for the utility’s office space. Therefore, staff 
recommends Rent expense of $6,023. 

Insurance Expense (655) 
Crestridge recorded Insurance expense of $1,210. Staff has increased Insurance expense by 
$2,498 ($1,203 + $2,505 - $1,210) to reflect the appropriate allocation of the auto insurance 
expense of $1,203, and to include the current amount of general liability insurance of $2,505. 
Therefore, staff recommends Insurance expense of $3,708. 

Regulatory Commission Expense (665) 
The utility recorded no Regulatory Commission expense for the test year. By Rule 25-30.0407, 
F.A.C., the utility is required to mail notices of the customer meeting and notices of final rates in 
this case to its customers. For these notices, staff has estimated $604 for postage expense, $432 
for printing expense, and $62 for envelopes. These amounts result in $1,098 for postage, printing 
notices, and envelopes. The utility also requested recovery of legal fees associated with this 
SARC in the amount of $5,194. Staff has reviewed the support documentation and believes that 
$5,184 is a reasonable amount. Additionally, the utility paid a $1,000 rate case filing fee. Based 
on the above, staff recommends that total rate case expense is $7,292, which amortized over four 
years is $1,823 annually. Staff recommends Regulatory Commission expense of $1,823. 

Bad Debt Expense (670) 
The utility recorded no Bad Debt expense for the test year. By letter dated August 31, 2015, 
Crestridge requested an amount of Bad Debt expense equal to the current three-year average for 
bad debt expense of $300. Staff believes that a Bad Debt expense of $300 for this utility is 
reasonable. Staff recommends Bad Debt expense on $300. 

Miscellaneous Expense (675/775) 
The utility recorded Miscellaneous expense of $10,074. Staff has increased this amount by 
$5,981 to reflect an expedited meter replacement program. In response to a staff data request, the 
utility stated that it was requesting a meter change out program to be expensed, stating that it is 
part of its remedial action plan with the water management district. Staff also decreased this 
account by $2,415 to remove duplicative expenses already recorded in rent expense. Staff 
recommends Miscellaneous expense of $13,640 ($10,074 + $5,981 - $2,415). 

Operation and Maintenance Expenses Summary 
Based on the above adjustments, staff recommends that the O&M expenses are $164,330. Staff’s 
recommended adjustments to O&M expense are shown on Schedule No. 3-A.  

Depreciation Expense (Net of Amortization of CIAC) 
 Crestridge did not record any Depreciation expense during the test year. Staff recalculated 
depreciation expense using the prescribed rates set forth in Rule 25-30.140, F.A.C. As a result, 
staff increased depreciation expense by $4,134 to reflect the appropriate depreciation expense. 
Also, staff increased Depreciation expense by $789 to reflect the pro forma plant items. 
Therefore, staff recommends depreciation expense of $4,923 ($4,134 + $789). 
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Taxes Other Than Income (TOTI) 
The utility recorded a TOTI balance of $7,302. Staff has increased TOTI by $29 to reflect the 
appropriate test year property taxes. Staff has also increased TOTI by $5,365 to reflect the 
appropriate allocation of payroll taxes. 

In addition, as discussed in Issue 7, revenues have been increased by $93,301 to reflect the 
change in revenue required to cover expenses and allow the recommended return on investment. 
As a result, TOTI should be increased by $4,199 to reflect RAFs of 4.5 percent on the change in 
revenues. Therefore, staff recommends TOTI of $16,894 ($7,302 + $29 + $5,365 + $4,199). 

Operating Expenses Summary 
The application of staff’s recommended adjustments to Crestridge’s test year Operating expenses 
results in operating expenses of $186,148. Operating expenses are shown on Schedule No. 3-A. 
The related adjustments are shown on Schedule Nos. 3-B and 3-C. 
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Issue 7:  What is the appropriate revenue requirement? 

Recommendation:  The appropriate revenue requirement is $193,493, resulting in an annual 
increase of $93,301 (93.12 percent). (Mouring) 

Staff Analysis:  Crestridge should be allowed an annual increase of $93,301 (93.12 percent). 
This will allow the utility the opportunity to recover its expenses and earn an 8.28 percent return 
on its water system. The calculation is shown in Table 7-1 below. 

Table 7-1 
Water Revenue Requirement 

Adjusted Rate Base  $88,709 

Rate of Return  x 8.28% 

Return on Rate Base  $7,345   

Adjusted O&M Expense  164,330 

Depreciation Expense (Net)   4,923 

Taxes Other Than Income  12,696 

Incremental RAFs  4,199 

Revenue Requirement   $193,493 

Less Adjusted Test Year Revenues  100,192 

Annual Increase  $93,301 

Percent Increase  93.12% 
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Issue 8:  What is the appropriate rate structure and rates for Crestridge?  

Recommendation:  The recommended rate structure and monthly water rates are shown on 
Schedule No. 4. The utility should file revised tariff sheets and a proposed customer notice to 
reflect the Commission-approved rates. The approved rates should be effective for service 
rendered on or after the stamped approval date on the tariff sheet, pursuant to Rule 25-30.475(1), 
F.A.C. In addition, the approved rates should not be implemented until staff has approved the 
proposed customer notice and the notice has been received by the customers. The utility should 
provide proof of the date notice was given within 10 days of the date of the notice. (Thompson) 

Staff Analysis:  The Crestridge water system is located in Pasco County within the Southwest 
Florida Water Management District. The utility provides water service to approximately 613 
residential customers and 1 general service customer. Approximately 24 percent of the 
residential customer bills during the test year had zero gallons indicating a seasonal customer 
base. The average residential water demand is 3,000 gallons per month. The average residential 
water demand excluding zero gallon bills is 3,954 gallons per month. The utility’s current water 
system rates structure for residential and general service customers consists of a base facility 
charge (BFC) and a uniform gallonage charge.  

Staff performed an analysis of the utility’s billing data in order to evaluate the appropriate rate 
structure for the residential water customers. The goal of the evaluation was to select the rate 
design parameters that: 1) produce the recommended revenue requirement; 2) equitably 
distribute cost recovery among the utility’s customers; 3) establish the appropriate non-
discretionary usage threshold for restricting repression; and 4) implement, where appropriate, 
water conserving rate structures consistent with Commission practice. By letter dated October 
20, 2014, the utility requested an inclining block rate structure pursuant to its existing 
consumptive use permit (CUP) at the time. Subsequently, the utility’s CUP was renewed in 
October of 2015 and an inclining block rate structure was no longer a condition of the permit. 

Typically, the Commission allocates no greater than 40 percent of the water revenue to the BFC. 
However, when the utility’s customer base is seasonal, it has been the Commission’s practice to 
allocate greater than 40 percent of the revenue requirement to the BFC to address revenue 
stability. Due to the customers’ relatively low average monthly consumption coupled with a 
seasonal customer base, staff believes that it is appropriate to allocate 50 percent of the water 
revenue to the BFC for revenue stability purposes.  

The average people per household served by the water system is two; therefore, based on the 
number of people per household, 50 gallons per day per person, and the number of days per 
month, the non-discretionary usage threshold should be 3,000 gallons per month. Approximately 
63 percent of the customer bills included 3,000 gallons per month or less. Staff recommends a 
traditional BFC and gallonage charge rate structure with separate gallonage charges for 
discretionary and non-discretionary usage for residential water rates. General service customers 
should be billed a BFC and uniform gallonage charge. Staff’s recommended rate structure and 
rates are shown on Schedule No. 4. Staff also presents two alternate rate structures to illustrate 
other BFC allocations in Table 8-1 below. 

 



Docket No. 140175-WU Issue 8 
Date: November 18, 2015 

- 17 - 

 
Table 8-1 

Staff’s Recommended and Alternative Water Rate Structures and Rates 
    STAFF     

  RATES AT RECOMMENDED     

 
TIME OF PHASE I ALTERNATIVE ALTERNATIVE 

 
FILING RATES I II 

  (BFC 50%) (BFC 45%) (BFC 55%) 

Residential 
 

  
 

  
Base Facility Charge     
5/8” x 3/4" $7.76 $12.43 $11.18 $13.68 

  
   

  
Charge per 1,000 gallons $1.51 N/A N/A N/A 
0-3,000 gallons N/A $4.08 $4.49 $3.67 
Over 3,000 gallons N/A $9.22 $11.30 $7.54 
  

   
  

Typical Residential 5/8" x 3/4" Meter 
Bill Comparison 

   
  

3,000 Gallons $13.80  $24.67 $35.95  $32.23 
5,000 Gallons $15.31  $43.11  $47.25 $39.77  
10,000 Gallons $22.86  $89.21  $103.75  $77.47  

 

Based on a recommended revenue increase of approximately 102 percent, excluding 
miscellaneous revenues, residential consumption can be expected to decline by 5,575,000 gallons 
resulting in anticipated average residential demand of 2,244 gallons per month. The post-
repression average residential water demand excluding zero gallon bills is anticipated to be 2,956 
gallons per month. Staff recommends a 25.2 percent reduction in total residential consumption 
and corresponding reductions of $970 for purchased power, $470 for chemicals, and $68 for 
RAFs to reflect the anticipated repression, which results in a post repression revenue requirement 
of $183,149. Staff recommends a traditional BFC and gallonage charge rate structure with 
separate gallonage charges for discretionary and non-discretionary usage for residential water 
customers and a BFC based on 50 percent of the water revenue requirement. General service 
customers should be billed a BFC and uniform gallonage charge. 

The recommended rate structure and monthly water rates are shown on Schedule No. 4. The 
utility should file revised tariff sheets and a proposed customer notice to reflect the Commission-
approved rates. The approved rates should be effective for service rendered on or after the 
stamped approval date on the tariff sheet, pursuant to Rule 25-30.475(1), F.A.C. In addition, the 
approved rates should not be implemented until staff has approved the proposed customer notice 
and the notice has been received by the customers. The utility should provide proof of the date 
notice was given within 10 days of the date of the notice. 
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Recommendation: Yes. Crestridge should be authorized to collect NSF charges. Staff 
recommends that Crestridge revise its tariffs to reflect the NSF charges currently set forth in 
Sections 68.065 and 832.08(5), F.S. The NSF charges should be effective on or after the stamped 
approval date on the tariff sheets pursuant to Rule 25-30.475(1), F.A.C. Furthem1ore, the charges 
should not be implemented until staff has approved the proposed customer notice. The utility 
should provide proof of the date the notice was given within 10 days of the date of the notice. 
(Thompson) 

Staff Analysis: Section 367.091, F.S., requires that rates, charges, and customer service 
policies be approved by the Commission. The Commission has authority to establish, increase, or 
change a rate or charge. Staff believes that Crestridge should be authorized to collect NSF 
charges consistent with Section 68.065, F.S., which allows for the assessment of charges for the 
collection of worthless checks, drafts, or orders of payment. As currently set forth in Sections 
832.08(5) and 68.065(2), F.S., the following NSF charges may be assessed: 

1. $25, if the face value does not exceed $50, 
2. $30, if the face value exceeds $50 but does not exceed $300, 
3. $40, if the face value exceeds $300, 
4. or five percent of the face amount of the check, whichever is greater. 

Approval of NSF charges is consistent with prior Commission decisions. 6 Furthermore, NSF 
charges place the cost on the cost-causer, rather than requiring that the costs associated with the 
return of the NSF checks be spread across the general body of ratepayers. Therefore, staff 
recommends that Crestridge revise its tariffs to reflect the NSF charges currently set forth in 
Sections 68.065 and 832.08(5), F.S. The NSF charges should be effective on or after the stamped 
approval date on the tariff sheets pursuant to Rule 25-30.475(1), F.A.C. In addition, the NSF 
charges should not be implemented until staff has approved the proposed customer notice. The 
utility should provide proof of the date the notice was given within 10 days of the date of the 
notice. 

6 Order Nos. PSC-10-0364-TRF-WS, issued June 7, 2010, in Docket No. 100170-WS, In re: Application for 
authority to collect non-stif.ficient funds charges, pursuant to Sections 68. 065 and 832.08(5), F. S. , by Pluris 
Wedgefield Inc., and PSC-10-0168-PAA-SU, issued March 23, 2010, in Docket No. 090182-SU, In re: Application 
for increase in wastewater rates in Pasco County by Ni Florida, LLC. 

- 18 -
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Issue 10:  What are the utility’s appropriate initial customer deposits for Crestridge’s water 
service? 

Recommendation:  The appropriate initial customer deposit for water customers should be 
$49 for the residential 5/8” x 3/4” meter size. The initial customer deposits for all other 
residential meter sizes and all general service meter sizes should be two times the average 
estimated bill for wastewater service. The approved customer deposits should be effective for 
connections made on or after the stamped approval date on the tariff sheets, pursuant to Rule 25-
30.475, F.A.C. The utility should be required to charge the approved charges until authorized to 
change them by the Commission in a subsequent proceeding. (Thompson) 

Staff Analysis:  Rule 25-30.311, F.A.C., contains the criteria for collecting, administering, and 
refunding customer deposits. Customer deposits are designed to minimize the exposure of bad 
debt expense for the utility and, ultimately, the general body of ratepayers. Historically, the 
Commission has set initial customer deposits equal to two times the average estimated bill.7    
Currently, the utility’s wastewater initial customer deposit is $25 for 5/8” x 3/4" meter size and 
two times the average estimated bill for all other meters sizes. Based on the staff recommended 
wastewater rates, the appropriate initial customer deposit should be $49 for water to reflect an 
average residential customer bill for two months. 

During the course of staff’s audit, it was determined that additional deposits in the amount of $15 
were assessed to 88 customers, which totals $1,320. The utility required an additional deposit 
from those customers who had frequent shut offs due to delinquent bills. The utility confirmed 
that interest is paid on these accounts as required by Rule 25-30.311(4), F.A.C. Pursuant to Rule 
25-30.311(7), F.A.C., a utility may require an additional deposit in order to secure payment of 
current bills as long as the total amount of the required deposit does not exceed an amount equal 
to the average actual charge for water and/or wastewater service for two billing periods for the 
12-month period immediately prior to the date of notice. Further, Rule 25-30.311(7), F.A.C. 
requires that request for an additional deposit be by written notice of not less than 30 days and 
the notice be separate and apart from any bill for service. The utility’s request for the additional 
deposit was included on the bill for service. The utility has affirmed that in the future it will 
collect additional deposits in the manner required by Rule. Therefore, staff believes no 
enforcement action should be taken at this time. 

Staff recommends the appropriate initial customer deposit should be $49 for the residential 5/8” 
x 3/4” meter size for wastewater. The initial customer deposits for all other residential meter 
sizes and all general service meter sizes should be two times the average estimated bill for 
wastewater. The approved customer deposits should be effective for connections made on or 
after the stamped approval date on the tariff sheets, pursuant to Rule 25-30.475, F.A.C. The 
utility should be required to charge the approved charges until authorized to change them by the 
Commission in a subsequent proceeding. 

                                                 
7 Order Nos. PSC-13-0611-PAA-WS, issued November 19, 2013, in Docket No. 130010-WS, In re: Application for 
increase in water rates in Lee County and wastewater rates in Pasco County by Ni Florida, LLC. and PSC-14-0016-
TRF-WU, issued January 6, 2014, in Docket No. 130251-WU, In re: Application for approval of miscellaneous 
service charges in Pasco County, by Crestridge Utility Corporation. 
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Issue 11:  What is the appropriate amount by which rates should be reduced in four years after 
the published effective date to reflect the removal of the amortized rate case expense as required 
by Section 367.0816, F.S.? 

Recommendation:  The water rates should be reduced as shown on Schedule No. 4, to 
remove rate case expense grossed-up for regulatory assessment fees and amortized over a four-
year period. The decrease in rates should become effective immediately following the expiration 
of the four-year rate case expense recovery period, pursuant to Section 367.0816, F.S. Crestridge 
should be required to file revised tariffs and a proposed customer notice setting forth the lower 
rates and the reason for the reduction no later than one month prior to the actual date of the 
required rate reduction. If the utility files this reduction in conjunction with a price index or pass-
through rate adjustment, separate data should be filed for the price index and/or pass-through 
increase or decrease and the reduction in the rates due to the amortized rate case expense. 
(Thompson, Mouring) 

Staff Analysis:  Section 367.0816, F.S., requires that the rates be reduced immediately 
following the expiration of the four-year period by the amount of the rate case expense 
previously included in rates. The reduction will reflect the removal of revenue associated with 
the amortization of rate case expense, the associated return in working capital, and the gross-up 
for RAFs. The total reduction is $1,929 for water.   

Using Crestridge’s current revenue, expenses, capital structure and customer base, the reduction 
in revenue will result in the rate decreases as shown on Schedule No. 4. The decrease in rates 
should become effective immediately following the expiration of the four-year rate case expense 
recovery period, pursuant to Section 367.0816, F.S. Crestridge should be required to file revised 
tariffs and a proposed customer notice setting forth the lower rates and the reason for the 
reduction no later than one month prior to the actual date of the required rate reduction. If the 
utility files this reduction in conjunction with a price index or pass-through rate adjustment, 
separate data should be filed for the price index and/or pass-through increase or decrease and the 
reduction in the rates due to the amortized rate case expense. 
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Issue 12:  Should the Commission approve a Phase II increase for pro forma items for 
Crestridge? 

Recommendation:  Yes. The Commission should approve a Phase II revenue requirement 
associated with pro forma items. The utility’s Phase II revenue requirement is $197,220, which 
equates to a 1.93 percent increase over the Phase I revenue requirement. Staff recommends that 
the increase be applied as an across-the-board increase to the Phase I rates. 

Implementation of the Phase II rates is conditioned upon Crestridge completing the pro forma 
items within 12 months of the issuance of a consummating order in this docket. The utility 
should be required to submit a copy of the final invoices and cancelled checks or other payment 
confirmation documentation for all pro forma plant items. The utility should be allowed to 
implement the above rates once all pro forma items have been completed and documentation 
provided showing that the improvements have been made. Once verified, the rates should be 
effective for service rendered on or after the stamped approval date on the tariff sheet, pursuant 
to Rule 25-30.475(1), F.A.C. The rates should not be implemented until notice has been received 
by the customers. Crestridge should provide proof of the date notice was given within 10 days of 
the date of the notice. If the utility encounters any unforeseen events that will impede the 
completion of the pro forma items, the utility should immediately notify the Commission in 
writing. (Lee, Mouring) 

Staff Analysis:  As discussed in Issue 3, the utility has requested recognition of several pro 
forma plant items in the instant case. Several of the pro forma items either have been or will be 
completed before implementation of the Phase I rates and, therefore, have been included in the 
Phase I revenue requirement as reflected in previous issues. The following table summarizes the 
Phase II pro forma plant items and estimated cost. 

Staff is recommending a Phase II revenue requirement associated with the pro forma items for a 
number of reasons. First, it assures that the pro forma items are completed prior to the utility’s 
recovery of the investment in rates. In addition, addressing the pro forma items in a single case 
saves additional rate case expense to the customers because the utility would not need to file 
another rate case or limited proceeding to seek recovery for these items. The Commission has 
approved a Phase-In approach in Docket Nos. 130265-WU, 110238-WU, and 110165-SU.  

Staff’s net adjustment to the Phase II UPIS balance is an increase of $10,370 and a decrease to 
Accumulated Depreciation of $27,144. In addition, staff has adjusted depreciation expense to 
reflect the pro forma additions and retirements resulting in an increase of $428. Also, staff has 
increased TOTI by $168 to reflect RAFs of 4.5 percent on the change in revenues. Staff’s total 
adjustment to operating expenses, including additional RAFs, is $596 resulting in total operating 
expenses of $186,743. 
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Table 11-1 
Phase II Pro Forma Adjustments 

  
 

Accum. Depr. 
 Description UPIS Depr. Exp. 

New Computer $185 ($31) $31  
New Printer 79 (13) 13  
New Portable Meter 565 (33) 33  
Check Valve at Well #2 800 (47) 47  
   Retirement (600) 600 (35) 
Replumb at Well #2 1,800 (67) 67  
   Retirement (1,350) 1,350 (50) 
Repaint at Well #2 200 (7) 7  
   Retirement (150) 150 (6) 
Roof at Well #2 4,000 (148) 148  
   Retirement (3,000) 3,000 (111) 
Air Relief Valve at Well #2 200 (12) 12  
   Retirement (150) 150 (9) 
Check Valve at Well #4 800 (47) 47  
   Retirement (600) 600 (35) 
Replumb at Well #4 1,800 (67) 67  
   Retirement (1,350) 1,350 (50) 
Repaint at Well #4 200 (7) 7  
   Retirement (150) 150 (6) 
Roof at Well #4 4,000 (148) 148  
   Retirement (3,000) 3,000 (111) 
Gate Valve at Well #4 1,500 (88) 88  
   Retirement (1,125) 1,125 (66) 
Tank Replacement 22,862 (762) 762  
   Retirement (17,146) 17,146 (572) 
    Total $10,370 $27,143 $428 

 

The utility’s Phase II revenue requirement should be $197,220, representing a 1.93 percent 
increase over the recommended Phase I revenue requirement. Phase II rate base is shown on 
Schedule No. 5-A. The capital structure for Phase II is shown on Schedule No. 6. The revenue 
requirement is shown on Schedule No. 7-A. The resulting rates are shown on Schedule No. 8. 

Implementation of the Phase II rates is conditioned upon Crestridge completing the pro forma 
items within 12 months of the issuance of a consummating order in this docket. The utility 
should be required to submit a copy of the final invoices and cancelled checks for all pro forma 
plant items. The utility should be allowed to implement the above rates once all pro forma items 
have been completed and documentation provided showing that the improvements have been 
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made. Once verified, the rates should be effective for service rendered on or after the stamped 
approval date on the tariff sheet, pursuant to Rule 25-30.475(1), F.A.C. The rates should not be 
implemented until notice has been received by the customers. Crestridge should provide proof of 
the date notice was given within 10 days of the date of the notice. If the utility encounters any 
unforeseen events that will impede the completion of the pro forma items, the utility should 
immediately notify the Commission in writing. 
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Issue 13:  Should the recommended rates be approved for the utility on a temporary basis, 
subject to refund with interest, in the event of a protest filed by a party other than the utility? 

Recommendation:  Yes. Pursuant to Section 367.0814(7), F.S., the recommended rates for 
Phase I should be approved for the utility on a temporary basis, subject to refund, in the event of 
a protest filed by a party other than the utility. Crestridge should file revised tariff sheets and a 
proposed customer notice to reflect the Commission-approved rates. The approved rates should 
be effective for service rendered on or after the stamped approval date on the tariff sheet, 
pursuant to Rule 25-30.475(1), F.A.C. In addition, the temporary rates should not be 
implemented until staff has approved the proposed notice, and the notice has been received by 
the customers. Prior to implementation of any temporary rates, the utility should provide 
appropriate security. If the recommended rates are approved on a temporary basis, the rates 
collected by the utility should be subject to the refund provisions discussed below in the staff 
analysis. In addition, after the increased rates are in effect, pursuant to Rule 25-30.360(6), 
F.A.C., the utility should file reports with the Commission Clerk’s office no later than the 20th of 
each month indicating the monthly and total amount of money subject to refund at the end of the 
preceding month. The report filed should also indicate the status of the security being used to 
guarantee repayment of any potential refund. (Mouring) 

Staff Analysis:  This recommendation proposes an increase in rates. A timely protest might 
delay what may be a justified rate increase resulting in an unrecoverable loss of revenue to the 
utility. Therefore, pursuant to Section 367.0814(7), F.S., in the event of a protest filed by a party 
other than the utility, staff recommends that the recommended rates be approved as temporary 
rates. Crestridge should file revised tariff sheets and a proposed customer notice to reflect the 
Commission-approved rates. The approved rates should be effective for service rendered on or 
after the stamped approval date on the tariff sheet, pursuant to Rule 25-30.475(1), F.A.C. In 
addition, the temporary rates should not be implemented until staff has approved the proposed 
notice, and the notice has been received by the customers. The recommended rates collected by 
the utility should be subject to the refund provisions discussed below. 

The utility should be authorized to collect the temporary rates upon staff’s approval of an 
appropriate security for the potential refund and the proposed customer notice. Security should 
be in the form of a bond or letter of credit in the amount of $62,244. Alternatively, the utility 
could establish an escrow agreement with an independent financial institution. 

If the utility chooses a bond as security, the bond should contain wording to the effect that it will 
be terminated only under the following conditions: 

1) The Commission approves the rate increase; or 
2) If the Commission denies the increase, the utility shall refund the amount 

collected that is attributable to the increase. 

If the utility chooses a letter of credit as a security, it should contain the following conditions: 
1) The letter of credit is irrevocable for the period it is in effect, and, 

2) The letter of credit will be in effect until a final Commission order is rendered, 
either approving or denying the rate increase. 
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If security is provided through an escrow agreement, the following conditions should be part of 
the agreement: 

1) The Commission Clerk, or his or her designee, must be a signatory to the escrow 
agreement; and, 

2) No monies in the escrow account may be withdrawn by the utility without the prior 
written authorization of the Commission Clerk, or his or her designee;  

3) The escrow account shall be an interest bearing account; 
4) If a refund to the customers is required, all interest earned by the escrow account shall 

be distributed to the customers; 
5) If a refund to the customers is not required, the interest earned by the escrow account 

shall revert to the utility; 
6) All information on the escrow account shall be available from the holder of the 

escrow account to a Commission representative at all times; 
7) The amount of revenue subject to refund shall be deposited in the escrow account 

within seven days of receipt; 
8) This escrow account is established by the direction of the Florida Public Service 

Commission for the purpose(s) set forth in its order requiring such account. Pursuant 
to Cosentino v. Elson, 263 So. 2d 253 (Fla. 3d DCA 1972), escrow accounts are not 
subject to garnishments; 

9) The account must specify by whom and on whose behalf such monies were paid. 

In no instance should the maintenance and administrative costs associated with the refund be 
borne by the customers. These costs are the responsibility of, and should be borne by, the utility. 
Irrespective of the form of security chosen by the utility, an account of all monies received as a 
result of the rate increase should be maintained by the utility. If a refund is ultimately required, it 
should be paid with interest calculated pursuant to Rule 25-30.360(4), F.A.C. 

The utility should maintain a record of the amount of the bond, and the amount of revenues that 
are subject to refund. In addition, after the increased rates are in effect, pursuant to Rule 25-
30.360(6), F.A.C., the utility should file reports with the Commission Clerk’s office no later than 
the 20th of each month indicating the monthly and total amount of money subject to refund at the 
end of the preceding month. The report filed should also indicate the status of the security being 
used to guarantee repayment of any potential refund. 
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Issue 14:  Should the utility be required to notify the Commission within 90 days of an 
effective order finalizing this docket, that it has adjusted its books for all the applicable National 
Association of Regulatory Utility Commissioners (NARUC) Uniform System of Accounts 
(USOA) associated with the Commission approved adjustments? 

Recommendation:  Yes. The utility should be required to notify the Commission, in writing, 
that it has adjusted its books in accordance with the Commission's decision. Crestridge should 
submit a letter within 90 days of the final order in this docket, confirming that the adjustments to 
all the applicable NARUC USOA accounts have been made to the utility’s books and records. In 
the event the utility needs additional time to complete the adjustments, notice should be provided 
within seven days prior to deadline. Upon providing good cause, staff should be given 
administrative authority to grant an extension of up to 60 days. (Mouring) 

Staff Analysis:  The utility should be required to notify the Commission, in writing that it has 
adjusted its books in accordance with the Commission's decision. Crestridge should submit a 
letter within 90 days of the final order in this docket, confirming that the adjustments to all the 
applicable NARUC USOA accounts have been made to the utility’s books and records. In the 
event the utility needs additional time to complete the adjustments, notice should be provided 
within seven days prior to deadline. Upon providing good cause, staff should be given 
administrative authority to grant an extension of up to 60 days. 
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Issue 15:  Should this docket be closed? 

Recommendation:  No. If no person whose substantial interests are affected by the proposed 
agency action files a protest within 21 days of the issuance of the order, a consummating order 
should be issued. The docket should remain open for staff’s verification that the outstanding 
Phase I pro forma items have been completed, the revised tariff sheets and customer notice have 
been filed by the utility and approved by staff, and the utility has provided staff with proof that 
the adjustments for all the applicable NARUC USOA primary accounts have been made. Also, 
the docket should remain open to allow staff to verify that the Phase II pro forma items have 
been completed, and the Phase II rates properly implemented. Once these actions are complete, 
this docket should be closed administratively. (Corbari, Mouring) 

Staff Analysis:  If no person whose substantial interests are affected by the proposed agency 
action files a protest within 21 days of the issuance of the order, a consummating order should be 
issued. The docket should remain open for staff’s verification that the outstanding Phase I pro 
forma items have been completed, the revised tariff sheets and customer notice have been filed 
by the utility and approved by staff, and the utility has provided staff with proof that the 
adjustments for all applicable NARUC USOA primary accounts have been made. Also, the 
docket should remain open to allow staff to verify that the Phase II pro forma items have been 
completed and the Phase II rates properly implemented. Once these actions are complete, this 
docket should be closed administratively. 
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CRESTRIDGE UTILITIES, LLC  SCHEDULE NO. 1-A 
TEST YEAR ENDED  09/30/14 DOCKET NO. 140175-WU 

SCHEDULE OF WATER RATE BASE (PHASE I)    

  BALANCE STAFF BALANCE 
  PER ADJUSTMENTS PER 

DESCRIPTION UTILITY TO UTIL. BAL. STAFF 

      
UTILITY PLANT IN SERVICE $88,524  $136,657  $225,181  
      

LAND & LAND RIGHTS 6,000  0  6,000  
      
NON-USED AND USEFUL COMPONENTS 0  0 0 
      
CIAC (86,055) 0 (86,055) 
      
ACCUMULATED DEPRECIATION (39,641) (123,372) (163,013) 
      
AMORTIZATION OF CIAC 0  86,055  86,055  

    

WORKING CAPITAL ALLOWANCE 0  20,541  20,541  

      
WATER RATE BASE ($31,171) $119,880 $88,709 
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  CRESTRIDGE UTILITIES, LLC                                                                                 SCHEDULE NO. 1-B 

  TEST YEAR ENDED 09/30/14                                                                             DOCKET NO. 140175-WU 

  ADJUSTMENTS TO RATE BASE (PHASE I)                                                                                              

  
     
 

 WATER 

  UTILITY PLANT IN SERVICE  
 1. To reflect the appropriate UPIS.  $132,157 

2. To reflect pro forma plant additions and retirements.  5,611 

3. To reflect the appropriate averaging adjustment.  (1,111) 

      Total  $136,657 

  
 

 
   ACCUMULATED DEPRECIATION  
 1. To reflect the appropriate Accumulated Depreciation.  ($124,775) 

2. To reflect pro forma plant additions and retirements.  1,227 

3. To reflect the appropriate averaging adjustment.  176 

       Total  ($123,372) 

    

  AMORTIZATION OF CIAC   

 To reflect the appropriate amount of amortization.  $86,055 

    

  WORKING CAPITAL ALLOWANCE  
   To reflect 1/8 of test year O&M expenses.  $20,541  
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  CRESTRIDGE UTILITIES, LLC              SCHEDULE NO. 2 

  TEST YEAR ENDED  09/30/14                          DOCKET NO. 140175-WU 

  SCHEDULE OF CAPITAL STRUCTURE (PHASE I)        

      STAFF BALANCE PRO         

    SPECIFIC BEFORE RATA BALANCE PERCENT    

   PER ADJUST- PRO RATA ADJUST- PER OF  WEIGHTED 

  CAPITAL COMPONENT UTILITY MENTS ADJUSTMENTS MENTS STAFF TOTAL COST COST 

            

1. COMMON EQUITY $22,113 $0  $22,113 $388 $22,501 25.37% 11.16% 2.83% 

2. LONG-TERM DEBT 423,172 (362,478)  60,694 1,066 61,760 69.62% 7.50% 5.22% 

3. SHORT-TERM DEBT (Truck) 0 3,818 3,818 67 3,885 4.38% 5.00% 0.22% 

4. PREFERRED STOCK 0 0 0  0 0 0.00% 0.00% 0.00% 

 5. CUSTOMER DEPOSITS 600 (38) 563 0 563 0.63% 2.00% 0.01% 

 6. DEFERRED INCOME TAXES 0 0 0                       0 0 0.00% 0.00% 0.00% 

7. TOTAL $445,885 ($358,698) $87,188 $1,522 $88,709 100.00%  8.28% 

            

     RANGE OF REASONABLENESS LOW HIGH   

         RETURN ON EQUITY 10.16% 12.16%   

         OVERALL RATE OF RETURN 8.03% 8.54%   
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  CRESTRIDGE UTILITIES, LLC                                   SCHEDULE NO. 3-A 

  TEST YEAR ENDED  09/30/14                         DOCKET NO. 140175-WU 

  SCHEDULE OF WATER OPERATING INCOME (PHASE I)       

        STAFF ADJUST.   

   TEST YEAR STAFF  ADJUSTED FOR REVENUE 

    PER UTILITY ADJUSTMENTS TEST YEAR INCREASE REQUIREMENT 

              

     1. OPERATING REVENUES                $98,808 $1,384 $100,192 $93,301  $193,493 

      93.12%   

  OPERATING EXPENSES:       

     2.   OPERATION & MAINTENANCE $100,794  $63,536  $164,330  $0  $164,330  

         

     3.   DEPRECIATION (NET) 0 4,923 4,923 0 4,923 

         

     4.   TAXES OTHER THAN INCOME 7,302 5,394 12,696 4,199  16,894 

         

     5.   INCOME TAXES 0 0 0 0  0  

         

     6. TOTAL OPERATING EXPENSES     $108,096 $73,853 $181,949 $4,199  $186,148 

         

     7. OPERATING INCOME/(LOSS)         ($9,288)  ($81,757)  $7,345  

         

     8. WATER RATE BASE            ($31,171)  $88,709  $88,709 

         

   9. RATE OF RETURN 29.80%  (92.16%)  8.28% 
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   CRESTRIDGE UTILITIES, LLC                                                                               SCHEDULE NO. 3-B 
   TEST YEAR ENDED 09/30/14                                                                          DOCKET NO. 140175-WU 
   ADJUSTMENTS TO OPERATING INCOME (PHASE I)                                                        Page 1 of 2 
     
   WATER 

  OPERATING REVENUES    
  a. To reflect the appropriate test year service revenues.  $1,351 

 b. To reflect the test year miscellaneous service revenues.  33 
                      Subtotal  $1,384   

      
  OPERATION AND MAINTENANCE EXPENSES    

           1. Salaries and Wages – Employees  (601)    
  To reflect the appropriate amount of salary expense for the test year.  $42,533 
     
           2. Salaries and Wages – Officers (603)   

 
To reflect the appropriate amount of officer’s salary expense for the test 
year. 

 
                        $13,925 

    
           3. Employee Pensions and Benefits (604)   
 To reflect the appropriate medical and workman’s comp. benefits.                               $3,182 
    
           4. Chemicals (618)   
 To remove out-of-period expenses.  ($120)  
    
           5. Material and Supplies (620)   
  To reflect capitalized items.  ($1,902)  
    
           6. Contractual Services - Other (636)   

  a. To remove out-of-period expenses.  ($1,493)  
 b. To reflect the reduction in lawn maintenance expense.  (700) 
           Subtotal  ($2,193) 
    
           7. Rents (640)   
  To reflect the appropriate rent expense.  ($75)  
    

8. Insurance Expense (655)   
 To reflect the appropriate insurance expense.  $2,498 
    
           9. Regulatory Commission Expense (665)   
  To reflect 4-year amortization of rate case expense.  $1,823  
    

10. Bad Debt Expense (670)   
 To reflect the 3-year average bad debt expense  $300 
    
         11. Miscellaneous Expense (675)   
  a. To remove duplicate telephone and utilities expense.  ($2,415)  
 b. To reflect the meter replacement program expense.  5,981 
   Subtotal  $3,566 
    
 TOTAL OPERATION & MAINTENANCE ADJUSTMENTS  $63,536  
    
 (O&M EXPENSES CONTINUED ON NEXT PAGE)   
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   CRESTRIDGE UTILITIES, LLC                                                                               SCHEDULE NO. 3-B 
   TEST YEAR ENDED 09/30/14                                                                          DOCKET NO. 140175-WU 
   ADJUSTMENTS TO OPERATING INCOME (PHASE I)                                                        Page 2 of 2 
     
   WATER 

  DEPRECIATION EXPENSE   
            To reflect appropriate depreciation expense per Rule 25-30.140 F.A.C.  $4,134 
 To reflect appropriate pro forma depreciation expense.  789 
   $4,923 

     
  TAXES OTHER THAN INCOME   
            a. To reflect the appropriate test year property taxes.  $29 
 b. To reflect the appropriate allocation of payroll taxes.   5,365 

       Total  $5,394 
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CRESTRIDGE UTILITIES, LLC   SCHEDULE NO. 3-C 

TEST YEAR ENDED  09/30/14  DOCKET NO. 140175-WU 

ANALYSIS OF WATER OPERATION AND MAINTENANCE EXPENSE (PHASE I) 

  TOTAL STAFF TOTAL 

  PER ADJUST- PER 

  UTILITY MENTS STAFF 

(601)  SALARIES AND WAGES - EMPLOYEES $27,988  $42,533  $70,521 

(603)  SALARIES AND WAGES - OFFICERS 1,965 13,925 15,890 

(604)  EMPLOYEE PENSIONS AND BENEFITS 4,852  3,182  8,034 

(610)  PURCHASED WATER 0  0  0 

(615)  PURCHASED POWER 3,938  0 3,938 

(616)  FUEL FOR POWER PRODUCTION 0  0  0 

(618)  CHEMICALS 2,026  (120)  1,906 

(620)  MATERIALS AND SUPPLIES 1,902  (1,902)  0 

(630)  CONTRACTUAL SERVICES - BILLING 4,923  0  4,923 

(631)  CONTRACTUAL SERVICES - PROFESSIONAL 3,035 0  3,035 

(633)  CONTRACTUAL SERVICES - LEGAL 0  0 0 

(636)  CONTRACTUAL SERVICES - OTHER 31,951  (2,193)  29,758 

(640)  RENTS 6,098  (75)  6,023 

(650)  TRANSPORTATION EXPENSE 832  0 832 

(655)  INSURANCE EXPENSE 1,210  2,498  3,708 

(665)  REGULATORY COMMISSION EXPENSE 0 1,823  1,823 

(670)  BAD DEBT EXPENSE 0  300 300 

(675)  MISCELLANEOUS EXPENSE 10,074  3,566 13,640 

      

        TOTAL WATER O&M EXPENSES $100,794  $63,536  $164,330  
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  CRESTRIDGE UTILITIES, LLC     SCHEDULE NO. 4 
  TEST YEAR ENDED SEPTEMBER 30, 2014 DOCKET NO. 140175-WU 
  MONTHLY WATER RATES (PHASE I) 

       
 

  

    RATES AT STAFF 4 YEAR 

  
 

TIME OF RECOMMENDED RATE 

  
 

FILING RATES REDUCTION 

  Residential and  General Service 
 

    
  Base Facility Charge by Meter Size 

  
  

  5/8" x 3/4" $7.76 $12.43 $0.13 

  3/4" $11.45 $18.65 $0.20 

  1" $19.14 $31.08 $0.33 

  1-1/2" $38.23 $62.15 $0.65 

  2" $61.22 $99.44 $1.05 

  3" $122.45 $198.88 $2.09 

  4" $191.29 $310.75 $3.27 

  6" $382.59 $621.50 $6.55 

  
   

  
  Charge per 1,000 gallons - Residential $1.51 N/A N/A 

  0 - 3,000 gallons N/A $4.08 $0.04 

  Over 3,000 gallons N/A $9.22 $0.10 

  
   

  

  Charge per 1,000 gallons - General Service $1.51  $5.37 $0.06 

  
   

  
  Typical Residential 5/8" x 3/4" Meter Bill Comparison 

  
  

  3,000 Gallons $12.29  $24.67    

  6,000 Gallons $16.82  $52.33    

  10,000 Gallons $22.86  $89.21    
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CRESTRIDGE UTILITIES, LLC  SCHEDULE NO. 5-A 
TEST YEAR ENDED  09/30/14 DOCKET NO. 140175-WU 

SCHEDULE OF WATER RATE BASE (PHASE II)    

   STAFF BALANCE 
  PHASE I ADJUSTMENTS PER 

DESCRIPTION BALANCE TO UTIL. BAL. STAFF 

      
UTILITY PLANT IN SERVICE $225,181  $10,370  $235,551  
      

LAND & LAND RIGHTS 6,000  0  6,000  
      
NON-USED AND USEFUL COMPONENTS 0  0 0 
      
CIAC (86,055) 0 (86,055) 
      
ACCUMULATED DEPRECIATION (163,013) 27,144 (135,870) 
      
AMORTIZATION OF CIAC 86,055  0  86,055  

    

WORKING CAPITAL ALLOWANCE 20,541  0  20,541  

      
WATER RATE BASE $88,709 $37,514 $126,223 

        
 

  



Docket No. 140175-WU  
Date: November 18, 2015 

- 37 - 

  CRESTRIDGE UTILITIES, LLC                                                                                 SCHEDULE NO. 5-B 

  TEST YEAR ENDED 09/30/14                                                                             DOCKET NO. 140175-WU 

  ADJUSTMENTS TO RATE BASE (PHASE II)                                                                                              

  
     
 

 WATER 

  UTILITY PLANT IN SERVICE  
  To reflect pro forma plant additions and retirements.  $10,370 

  
 

 
   ACCUMULATED DEPRECIATION  
  To reflect pro forma plant additions and retirements.  27,144 
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  CRESTRIDGE UTILITIES, LLC              SCHEDULE NO. 6 

  TEST YEAR ENDED  09/30/14                          DOCKET NO. 140175-WU 

  SCHEDULE OF CAPITAL STRUCTURE (PHASE II)        

       STAFF BALANCE PRO         

    SPECIFIC BEFORE RATA BALANCE PERCENT    

   PHASE I ADJUST- PRO RATA ADJUST- PER OF  WEIGHTED 

  CAPITAL COMPONENT BALANCE MENTS ADJUSTMENTS MENTS STAFF TOTAL COST COST 

            

1. COMMON EQUITY $22,113 $0  $22,113 $9,965 $32,078 25.41% 11.16% 2.84% 

2. LONG-TERM DEBT 60,694 0  60,694 27,350 88,044 69.75% 7.50% 5.23% 

3. SHORT-TERM DEBT (Truck) 3,818 0 3,818 1,720 5,539 4.39% 5.00% 0.22% 

4. PREFERRED STOCK 0  0 0  0  0 0.00% 0.00% 0.00% 

 5. CUSTOMER DEPOSITS 563 0 563 0 563 0.45% 2.00% 0.01% 

 6. DEFERRED INCOME TAXES 0 0 0                       0 0 0.00% 0.00% 0.00% 

7. TOTAL $87,188 $0 $87,188 $39,035 $126,223 100.00%  8.30% 

            

     RANGE OF REASONABLENESS LOW HIGH   

         RETURN ON EQUITY 10.16% 12.16%   

         OVERALL RATE OF RETURN 8.04% 8.55%   
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  CRESTRIDGE UTILITIES, LLC                                   SCHEDULE NO. 7-A 

  TEST YEAR ENDED  09/30/14                         DOCKET NO. 140175-WU 

  SCHEDULE OF WATER OPERATING INCOME (PHASE II)       

        STAFF ADJUST.   

    STAFF  ADJUSTED FOR REVENUE 

    PHASE I ADJUSTMENTS TEST YEAR INCREASE REQUIREMENT 

              

     1. OPERATING REVENUES                $193,493 $0 $193,493 $3,727  $197,220 

      1.93%   

  OPERATING EXPENSES:       

     2.   OPERATION & MAINTENANCE $164,330  $0  $164,330  $0  $164,330  

         

     3.   DEPRECIATION (NET) 4,923 428 5,351 0 5,351 

         

     4.   TAXES OTHER THAN INCOME 16,894 0 16,894 168  17,062 

         

     5.   INCOME TAXES 0 0 0 0  0  

         

     6. TOTAL OPERATING EXPENSES     $186,148 $428 $186,575  $168  $186,743 

         

     7. OPERATING INCOME/(LOSS)         $7,345  $6,918  $10,476  

         

     8. WATER RATE BASE            $88,709  $126,223  $126,223 

         

   9. RATE OF RETURN 8.28%  5.48%  8.30% 
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   CRESTRIDGE UTILITIES, LLC                                                                               SCHEDULE NO. 7-B 
   TEST YEAR ENDED 09/30/14                                                                          DOCKET NO. 140175-WU 
   ADJUSTMENTS TO OPERATING INCOME (PHASE II)                                                                           
     
   WATER 

  DEPRECIATION EXPENSE    
            To reflect appropriate depreciation expense per Rule 25-30.140 F.A.C..  $428 
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  CRESTRIDGE UTILITIES, LLC     SCHEDULE NO. 8 
  TEST YEAR ENDED SEPTEMBER 30, 2014 DOCKET NO. 140175-WU 
  MONTHLY WATER RATES (PHASE II) 

       
 

  

    
  

STAFF 

  
 

 PHASE I RECOMMENDED 

  
 

 RATES RATES 

  Residential and  General Service  
 

  

  Base Facility Charge by Meter Size  
 

 

  5/8" x 3/4"  $12.43 $12.68 

  3/4"  $18.65 $19.02 

  1"  $31.08 $31.70 

  1-1/2"  $62.15 $63.40 

  2"  $99.44 $101.44 

  3"  $198.88 $202.88 

  4"  $310.75 $317.00 

  6"  $621.50 $634.00 

  
 

 
 

 
  Charge per 1,000 gallons - Residential  N/A N/A 

  0 - 3,000 gallons  $4.08 $4.16 

  Over 3,000 gallons  $9.22 $9.40 

  
 

 
 

 

  Charge per 1,000 gallons - General Service  $5.37 $5.47 

  
 

 
 

 
  Typical Residential 5/8" x 3/4" Meter Bill Comparison  

 
 

  3,000 Gallons  $24.67  $25.16  

  5,000 Gallons  $52.33  $53.36  

  10,000 Gallons  $89.21  $90.96  
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 Case Background 

Holiday Gardens Utilities, LLC. (Holiday Gardens or utility) is a Class C water utility serving 
approximately 456 customers in Pasco County. Holiday Gardens’ service territory is located in 
the Southwest Florida Water Management District (SWFWMD) and is in a water use caution 
area. Holiday Gardens’ application in the instant docket shows total gross revenue of $77,847 
with a net operating loss of $182. 

Holiday Gardens filed its application for a staff-assisted rate case (SARC) on September 10, 
2014, and subsequently completed the Commission’s filing requirements. November 7, 2014, 
was established as the official filing date in this case. Rates were last established for this utility in 
1992, as a result of a staff-assisted rate case.1 Rate base was last established for this utility when 
it was transferred in 2014.2 Holiday Gardens filed an application for transfer concurrently with 
this SARC. The Commission has jurisdiction in this case pursuant to Section 367.0814, Florida 
Statutes (F.S.). 

 

                                                 
1 Order No. PSC-93-0013-FOF-WU, issued January 5, 1993, in Docket No. 920418-WU, In re: Application for 
staff-assisted rate case by Holiday Gardens Utilities, Inc. in Pasco County. 
2 Order No. PSC-15-0422-PAA-WU, issued October 6, 2015, in Docket No. 140176-WU, In re: Application for 
approval of transfer of Certificate No. 116-W from Holiday Gardens Utilities, Inc. to Holiday Gardens Utilities, 
L.L.C., in Pasco County. 



Docket No. 140177-WU Issue 1 
Date: November 18, 2015 

- 4 - 

Discussion of Issues 

 
Issue 1:  Is the overall quality of service provided by Holiday Gardens satisfactory? 

Recommendation:  Yes, staff recommends that the quality of service provided by the Holiday 
Gardens be considered satisfactory. (Lee) 

Staff Analysis:  Pursuant to Rule 25-30.433(1), Florida Administrative Code (F.A.C.), in water 
and wastewater rate cases, the Commission shall determine the overall quality of service 
provided by a utility. This is derived from an evaluation of three separate components of the 
utility operations. These components are the quality of the utility’s product, the operating 
conditions of the utility’s plant and facilities, and the utility’s attempt to address customer 
satisfaction. The rule further states that sanitary surveys, outstanding citations, violations, and 
consent orders on file with the Department of Environmental Protection (DEP) and the county 
health department over the preceding three-year period shall be considered. In addition, input 
from DEP and health department officials and customer comments or complaints will be 
considered. 

Holiday Gardens provides water service only. Holiday Gardens’ operation is subject to various 
environmental requirements under the jurisdiction of the DEP. In addition, the consumptive use 
of its water supply is under the jurisdiction of Southwest Florida Water Management District. 
During the utility’s last SARC in 1992, the Commission found the utility’s quality of service to 
be satisfactory based on the actions that the utility was taking in order to comply with DEP’s 
regulations.  

DEP’s most recent review included an on-site inspection that was conducted on January 27, 
2015. The inspection included the review of tank inspection reports, flow meter tests, and any 
issues observed regarding the plant operation. Based on the Holiday Gardens’ response to DEP 
dated February 24, 2015, all issues observed during the inspection were addressed. Holiday 
Gardens has indicated that it will perform any additional actions that may be required for its 
compliance with DEP regulations. 

Section 367.0812(1)(c), F.S., requires the Commission to consider complaints filed by customers 
during the past five years regarding the secondary water quality standards as established by the 
DEP in determining whether a utility has satisfied its obligation to provide quality of water 
service. There has been no secondary water quality complaints based on staff’s request of data 
from the utility and the DEP. Staff’s review of customer complaints indicates Holiday Gardens 
has resolved all of the complaints tracked by the Commission. The Commission’s Consumer 
Activity Tracking System recorded five complaints since January 2010. Of the five complaints, 
two were related to billing and three were related to service quality. 

A customer meeting was held on September 11, 2015, at Crestridge Gardens Community Club in 
Holiday, Florida. Eight customers were present at the meeting. Three customers signed up to 
comment. Two customers voiced concern about not receiving proper boil water notices (BWN). 
There was also a customer who stated that the service has improved since the recent change in 
ownership. Staff spoke to the utility regarding provision of its BWNs and was told that it uses 
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door hangers with standard language approved by the DEP. This method of notification is 
different than that provided by the prior owner, who often put notices in mailboxes. The two 
customers that spoke at the meeting are now aware of where to look for future notices. 

Customers at the meeting were informed about the ways to send their written comments to the 
Commission. Based on comments received in this docket, the main concern appears to be the 
financial impact to the customers by a rate increase.  

In conclusion, staff believes Holiday Gardens has taken reasonable actions to comply with 
DEP’s regulations and to address service quality concerns. Staff recommends that the quality of 
service provided by Holiday Gardens be considered satisfactory. 
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Issue 2:  What are the used and useful (U&U) percentages of Holiday Gardens' water treatment 
plant (WTP) and water distribution system? 

Recommendation:  Staff recommends Holiday Gardens’ water system be considered 100 
percent U&U with no adjustment for Excessive Unaccounted For Water (EUW). (Lee) 

Staff Analysis:  The utility’s water system, which includes its treatment plant and distribution 
system, was found to be built out and 100 percent U&U in its last SARC in Docket No. 920418-
WU.3 There has been no growth in the customer base, no change in capacity, or any plan for 
expansion since Holiday Gardens’ last SARC. Accordingly, staff recommends that the utility’s 
water system be considered 100 percent U&U. 

Rule 25-30.4325, F.A.C., describes Excessive Unaccounted for Water (EUW) as unaccounted 
for water in excess of ten percent of the amount produced or purchased. When establishing the 
Rule, the Commission recognized that some uses of water are readily measurable and others are 
not. Unaccounted for water is all water that is produced or purchased that is not sold, metered or 
accounted for in the records of the utility. The Rule provides that in order to determine whether 
adjustments to plant and operating expenses, such as purchased water, purchased electrical 
power and chemicals are necessary, the Commission will consider all relevant factors as to the 
reason for EUW, solutions implemented to correct the problem, or whether a proposed solution 
is economically feasible. The unaccounted for water is calculated by subtracting both the gallons 
used for other services, such as flushing, and the gallons sold to customers from the total gallons 
pumped or purchased for the test year. 

During the test year, the utility produced 26.9 million gallons of water and sold 21.9 million 
gallons of water to customers. This results in 19 percent unaccounted for water, of which 9 
percent could be considered excessive. The utility has acknowledged that many of its meters are 
old or not registering and in September 2014, the utility submitted a Water Loss Remedial 
Action Plan to the SWFWMD. In its plan, the utility has committed to, among other things, 
purchasing a portable hydrant meter to produce more accurate flushing records and seek the 
assistance of the Florida Rural Water Association in finding undetectable leaks. In addition, the 
utility recently replaced approximately 36 percent (164 total) of its meters and has requested an 
aggressive on-going meter replacement program which is discussed in Issue 3. Because the 
utility is implementing solutions to correct the problem, staff does not believe an  adjustment for 
EUW should be made at this time. 

In conclusion, staff recommends that the utility’s water system be considered 100 percent U&U 
with no EUW adjustment. 

                                                 
3 Order No. PSC-93-0013-FOF-WU. 
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Issue 3:  What is the appropriate average test year water rate base for Holiday Gardens? 

Recommendation:  The appropriate average test year rate base for Holiday Gardens is 
$57,727. (Mouring, Lee) 

Staff Analysis:  The test year ended September 30, 2014, was used for the instant case. A 
summary of each rate base component, and recommended adjustments are discussed below.  

Utility Plant in Service (UPIS) 
The utility recorded UPIS of $180,627. By Order No. PSC-15-0422-PAA-WU, the Commission 
established a UPIS balance of $181,038 as of August 27, 2014. There were no subsequent plant 
additions and retirements since that point. Therefore, staff is recommending increasing UPIS by 
$413 ($181,038 - $180,627). Staff increased UPIS by $250, and increased Accumulated 
Depreciation by $25 associated with the purchase of shop tools. Staff is also recommending 
increasing UPIS by $9,314 in consideration of pro forma plant improvements requested by the 
utility, and decreasing UPIS by $331 to include the appropriate averaging adjustment. As such, 
staff recommends that the appropriate UPIS balance is $190,273 ($180,627 + $413 + $250 + 
$9,314 - $331). 

Phase I Pro Forma Additions   
Staff has included the following items in its calculation of the Phase I revenue requirement 
because these projects have already been completed and documentation has been provided by the 
utility. 
 

Table 3-1 
Phase I Pro Forma Adjustments 

  
Accum. Depr. 

Description UPIS Depr. Exp. 
New Truck $2,827  ($471)  $471  
New Lawn Mower 1,250  (125)  125  
Check Valve at Well #1 383  (23)  23  
   Retirement (287) 287 (17) 
Well Pump at Well #1 9,004  (600)  600  
   Retirement (6,753) 6,753 (450) 
Check Valve at Well #2 688  (40)  40  
   Retirement (516) 516 (30) 
New Meters 10,877  (640)  640  
   Retirement (8,158) 8,158 (480) 
    Total $9,314  $13,815 $922  

 
In staff’s first data request dated December 5, 2014, staff asked the utility to provide cost 
estimates and documentation of its requested pro forma plant improvements. The utility 
requested a portable hydrant meter and a lawn mower to be shared with Crestridge Utilities, LLC 
and a list of equipment to be shared with other utilities under common ownership. The list of 
equipment includes a computer, a printer, and a truck. Subsequent to its pro forma request, the 



Docket No. 140177-WU Issue 3 
Date: November 18, 2015 

- 8 - 

utility submitted invoices for several items including the flow meter, truck, lawn mower, new 
well pump, valves, materials needed for repiping, and other minor repair and replacement parts 
needed to resolve operating issues. Consistent with Commission practice, staff believes items not 
completed should be included in a Phase II revenue requirement discussed in Issue 11. 

As discussed in Issue 2, the utility submitted a remedial plan to the Southwest Florida Water 
Management District to reduce unaccounted for water. The remedial plan includes a meter 
replacement program to replace old and unregistering meters immediately, followed by an on-
going meter replacement program. On September 29, 2015, the utility submitted invoices 
documenting the costs for the installation of 164 meters in accordance with the meter 
replacement program. Staff is recommending that the cost of these meters be capitalized. As a 
result, staff has increased UPIS by a net amount of $2,719 ($10,877 - $8,158) and decreased 
Accumulated Depreciation by a net amount of $7,518 ($8,158 – $640). In addition, staff has 
adjusted depreciation expense to reflect meter replacements and retirements, resulting in an 
increase of $160 ($640 – $480).  

Staff’s net adjustment to the Phase I UPIS balance is an increase of $9,314 and a decrease to 
Accumulated Depreciation of $13,815. In addition, staff has adjusted depreciation expense to 
reflect the pro forma additions and retirements, resulting in an increase of $922. 

Further, the utility requested an on-going meter replacement program to replace the remaining 
meters over four years. However, staff believes a 10-year period is more appropriate and 
therefore staff recommends an amount of $3,043 as part of the operating expense (to be 
addressed in Issue 6) for the meter replacement program. Based on the unit cost of meters and 
parts provided by the utility, and an allowance for the number of parts needed for installation, 
staff estimates this amount provides replacement of 29 meters per year on average and the 
replacement of the remaining meters over 10 years. 

Land & Land Rights   
The utility recorded a test year land value of $3,059. In Order No. 21920, the Commission 
established the value of the land to be $2,414.4  There have been no additions to purchased land 
since Order No. 21920 was issued. Therefore, staff recommends that the balance be reduced by 
$645 and that the appropriate land balance is $2,414. 

Non-Used and Useful (non-U&U) Plant   
As discussed in Issue 2, staff is recommending that both the water treatment plant and 
distribution system be considered 100 percent U&U. Therefore, no adjustment is necessary. 

Contributions In Aid of Construction (CIAC)   
The utility recorded a CIAC balance of $85,630. Based on staff’s review, no adjustments are 
necessary. Therefore, staff’s recommended CIAC is $85,630. 

 
 

                                                 
4 Order No. 21920, issued September 19, 1989, in Docket No. 890169-WU, In re: Application of Holiday Gardens, 
Inc. for staff-assisted rate case in Pasco County. 



Docket No. 140177-WU Issue 3 
Date: November 18, 2015 

- 9 - 

Accumulated Depreciation   
Holiday Gardens recorded a test year accumulated depreciation balance of $162,118. Staff 
recalculated accumulated depreciation using the prescribed rates set forth in Rule 25-30.140, 
F.A.C., and depreciation associated with plant additions and retirements since the utility’s last 
rate case. Staff has increased accumulated depreciation by $1,954 to reflect the appropriate year 
end balance. Staff increased Accumulated Depreciation by $25 to include the purchase of shop 
tools. Staff is also recommending reducing accumulated depreciation by $13,815 related to 
retirements associated with the pro forma items requested by the utility, and an additional $978 
reduction to include the appropriate averaging adjustment. Staff’s adjustment to this account 
results in an accumulated depreciation balance of $149,305 ($162,118 + $1,954 +$25 - $13,815 - 
$978). 

Accumulated Amortization of CIAC   
The utility recorded an accumulated amortization of CIAC balance of $85,630. There were no 
additions to CIAC since the last rate case, and CIAC was fully amortized in 2009 in the amount 
of $85,630. Therefore, staff’s recommended accumulated amortization of CIAC balance is 
$85,630. 

Working Capital Allowance   
Working capital is defined as the short-term investor-supplied funds that are necessary to meet 
operating expenses. Consistent with Rule 25-30.433(2), F.A.C., staff used the one-eighth of the 
operation and maintenance (O&M) expense formula approach for calculating the working capital 
allowance. Applying this formula, staff recommends a working capital allowance of $14,345 
(based on O&M expense of $114,763/8).  

Rate Base Summary 
Based on the foregoing, staff recommends that the appropriate average test year rate base is 
$57,727. Water rate base is shown on Schedule No. 1-A. The related adjustments are shown on 
Schedule No. 1-B. 
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Issue 4:  What is the appropriate return on equity and overall rate of return for Holiday 
Gardens? 

Recommendation:  The appropriate return on equity (ROE) is 11.16 percent with a range of 
10.16 percent to 12.16 percent. The appropriate overall rate of return is 8.01 percent. (Mouring) 

Staff Analysis:  According to the staff audit, Holiday Gardens’ test year capital structure 
reflected common equity of $7,500, long-term debt of $211,586, short-term debt of $2,827, and 
customer deposits of $720. Staff has made an adjustment to the long-term debt to set it equal to 
the purchase price of the regulated assets of $24,544, established in the recent transfer order.5 

The utility’s capital structure has been reconciled with staff’s recommended rate base. The 
appropriate ROE for the utility is 11.16 percent based upon the Commission-approved leverage 
formula currently in effect. Staff recommends an ROE of 11.16 percent, with a range of 10.16 
percent to 12.16 percent, and an overall rate of return of 8.01 percent. The ROE and overall rate 
of return are shown on Schedule No. 2. 

                                                 
5 Order No. PSC-15-0422-PAA-WU, issued October 6, 2015, in Docket No. 140176-WU, In re: Application for 
approval of transfer of Certificate No. 116-W from Holiday Gardens Utilities, Inc. to Holiday Gardens Utilities, 
L.L.C., in Pasco County. 
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Issue 5:  What are the appropriate test year revenues for Holiday Gardens? 

Recommendation:  The appropriate test year revenues for the Holiday Gardens’ water system 
are $79,674. (Thompson) 

Staff Analysis:  Holiday Gardens recorded total test year revenues of $77,847, which included 
service revenues of $72,113 and miscellaneous revenues of $5,734. Based on staff’s review of 
the utility’s billing determinants and the rates that were in effect during the test year, staff 
determined service revenues should be increased by $1,675 to reflect annualized test year service 
revenues of $73,788.6 Staff also increased miscellaneous revenues by $152 to reflect the 
appropriate amount of $5,886 during the test year. Therefore, staff recommends that the 
appropriate test year revenues for Holiday Gardens’ water system are $79,674 ($73,788 + 
$5,886). Test year revenues are shown on Schedule No. 3-A. 

                                                 
6 The utility filed a 2014 Index that become effective on September 2, 2014. 
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Issue 6:  What is the appropriate amount of operating expense? 

Recommendation:  The appropriate amount of operating expense for the utility is $130,686. 
(Mouring, Lee) 

Staff Analysis:  Holiday Gardens recorded operating expense of $78,029 for the test year 
ended September 30, 2014. The test year O&M expenses have been reviewed, including 
invoices, canceled checks, and other supporting documentation. Staff has made several 
adjustments to the utility's operating expenses as summarized below.  

Operation and Maintenance Expenses 
 

Salaries & Wages - Employees (601)  
The utility recorded Salaries & Wages - Employee expense of $20,091. Staff has increased this 
amount by $32,113 to reflect the current allocation of employee salaries from Florida Utility 
Services 1, LLC. Therefore, staff recommends Salaries & Wages - Employee expense of 
$52,204. 

Salaries & Wages - Officers (603) 
The utility recorded Salaries & Wages - Officer expense of $1,455. Staff has increased this 
amount by $10,308 to reflect the current allocation of the utility’s Officer’s salary. Therefore, 
staff recommends Salaries & Wages - Officers expense of $11,763. 

Employee Pensions and Benefits (604) 
The utility recorded Pensions and Benefits expense of $777. Staff has increased this amount by 
$5,171 to reflect the current allocation of employees’ medical and Workman’s Compensation 
insurance. Therefore, staff recommends Pensions and Benefits expense of $5,948. 

Materials and Supplies (620) 
Holiday Gardens recorded Materials and Supplies expense of $1,902. This amount reflects 
meters and a lawnmower, which staff recommends be removed from Account 620, and 
capitalized to plant. The resulting amount for Materials and Supplies expense is $0. 

Contractual Services - Other (636) 
 The utility recorded Contractual Services – Other expense of $23,445. Staff has decreased this 
amount by $2,015 to remove out-of-period and duplicate expenses. Staff also decreased this 
amount by $540 to remove lawn maintenance expense that will now be provided by the utility. 
The resulting amount for Contractual Services – Other expense is $20,890 ($23,445 - $2,015 - 
$540). 

Rents (640) 
Holiday Gardens recorded Rent expense of $6,398. Staff has reduced Rent expense by $1,940 to 
reflect the appropriate allocation of the lease expense for the utility’s office space. Therefore, 
staff recommends Rent expense of $4,458. 
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Insurance Expense (655) 
Holiday Gardens recorded Insurance expense of $4,784. Staff has decreased Insurance expense 
by $1,716 ($890 + $2,178 - $4,784) to reflect the appropriate allocation of the auto insurance 
expense of $890, and to include the current amount of general liability insurance of $2,178. 
Therefore, staff recommends Insurance expense of $3,068. 

Regulatory Commission Expense (665) 
The utility recorded no Regulatory Commission expense for the test year. By Rule 25-30.0407, 
F.A.C., the utility is required to mail notices of the customer meeting and notices of final rates in 
this case to its customers. For these notices, staff has estimated $447 for postage expense, $319 
for printing expense, and $46 for envelopes. These amounts result in $812 for postage, printing 
notices, and envelopes. The utility also requested recovery of legal fees associated with this 
SARC in the amount of $5,336. Staff has reviewed the support documentation and believes that 
$5,336 is a reasonable amount. Additionally, the utility paid a $1,000 rate case filing fee. Based 
on the above, staff recommends that total rate case expense is $7,148, which amortized over four 
years is $1,787 annually. Staff recommends a Regulatory Commission expense of $1,787. 

Bad Debt Expense (670) 
The utility recorded no Bad Debt expense for the test year. By letter dated August 31, 2015, 
Holiday Gardens requested an amount of Bad Debt expense equal to the current three-year 
average for bad debt expense of $300. Staff believes that a Bad Debt expense of $300 for this 
utility is reasonable. Staff recommends Bad Debt expense on $300 

Miscellaneous Expense (675/775) 
The utility recorded miscellaneous expense of $6,814. Staff has increased this amount by $3,043 
to reflect an expedited meter replacement program. In response to a staff data request, the utility 
stated that it was requesting a meter change out program to be expensed, stating that it is part of 
its remedial action plan with the water management district. Staff increased this account by 
$1,316 to include the appropriate licensing and corporation’s fees, and the normalized costs for 
its DEP permit renewal. Staff also decreased this account by $3,129 to remove duplicative 
expenses already recorded in rents expense. Staff recommends Miscellaneous expense of $8,043 
($6,814 + $3,043 + $1,316 - $3,129). 

Operation and Maintenance Expenses Summary 
Based on the above adjustments, staff recommends that the O&M expenses are $114,763. Staff’s 
recommended adjustments to O&M expense are shown on Schedule No. 3-A.  

Depreciation Expense (Net of Amortization of CIAC) 
 Holiday Gardens did not record any Depreciation expense during the test year. Staff recalculated 
depreciation expense using the prescribed rates set forth in Rule 25-30.140, F.A.C. As a result, 
staff increased depreciation expense by $1,954 to reflect the appropriate depreciation expense. 
Also, staff increased Depreciation expense by $922 to reflect the pro forma plant items. 
Therefore, staff recommends depreciation expense of $2,876 ($1,954 + $922). 
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Taxes Other Than Income (TOTI) 
The utility recorded a TOTI balance of $6,061. Staff has increased TOTI by $37 to reflect the 
appropriate test year property taxes. Staff has also increased TOTI by $4,447 to reflect the 
appropriate allocation of payroll taxes. 

In addition, as discussed in Issue 7, revenues have been increased by $55,636 to reflect the 
change in revenue required to cover expenses and allow the recommended return on investment. 
As a result, TOTI should be increased by $2,504 to reflect RAFs of 4.5 percent on the change in 
revenues. Therefore, staff recommends TOTI of $13,048 ($6,061 + $37 + $4,447 + $2,504). 

Operating Expenses Summary 
The application of staff’s recommended adjustments to Holiday Gardens’ test year Operating 
expenses results in operating expenses of $130,686. Operating expenses are shown on Schedule 
No. 3-A. The related adjustments are shown on Schedule Nos. 3-B and 3-C. 
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Issue 7:  What is the appropriate revenue requirement? 

Recommendation:  The appropriate revenue requirement is $135,310, resulting in an annual 
increase of $55,636 (69.83 percent). (Mouring) 

Staff Analysis:  Holiday Gardens should be allowed an annual increase of $55,636 (69.83 
percent). This will allow the utility the opportunity to recover its expenses and earn an 8.01 
percent return on its water system. The calculation is shown in Table 7-1 below. 

Table 7-1 
Water Revenue Requirement 

Adjusted Rate Base  $57,727 

Rate of Return  x 8.01% 

Return on Rate Base  $4,624   

Adjusted O&M Expense  114,763 

Depreciation Expense (Net)   2,876 

Taxes Other Than Income  10,544 

Incremental RAFs  2,504 

Revenue Requirement   $135,310 

Less Adjusted Test Year Revenues  79,674 

Annual Increase  $55,636 

Percent Increase  69.83% 
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Issue 8:  What is the appropriate rate structure and rates for Holiday Gardens?  

Recommendation:  The recommended rate structure and monthly water rates are shown on 
Schedule No. 4. The utility should file revised tariff sheets and a proposed customer notice to 
reflect the Commission-approved rates. The approved rates should be effective for service 
rendered on or after the stamped approval date on the tariff sheet pursuant to Rule 25-30.475(1), 
F.A.C. In addition, the approved rates should not be implemented until staff has approved the 
proposed customer notice and the notice has been received by the customers. The utility should 
provide proof of the date notice was given within 10 days of the date of the notice. (Thompson) 

Staff Analysis:  The Holiday Gardens water system is located in Pasco County within the 
Southwest Florida Water Management District. The utility provides water service to 
approximately 442 residential customers and 14 general service customers. Approximately 20 
percent of the residential customer bills during the test year had zero gallons indicating a 
customer base that reflects some seasonality. The average residential water demand is 3,588 
gallons per month. The average residential water demand excluding zero gallon bills is 4,486 
gallons per month. The utility’s current water system rates structure for residential and general 
service customers consists of a base facility charge (BFC) and a uniform gallon charge.   

Staff performed an analysis of the utility’s billing data in order to evaluate the appropriate rate 
structure for the residential water customers. The goal of the evaluation was to select the rate 
design parameters that: 1) produce the recommended revenue requirement; 2) equitably 
distribute cost recovery among the utility’s customers; 3) establish the appropriate non-
discretionary usage threshold for restricting repression; and 4) implement, where appropriate, 
water conserving rate structures consistent with Commission practice. By letter dated October 
20, 2014, the utility requested an inclining block rate structure pursuant to its existing 
consumptive use permit (CUP) at the time. Subsequently, the utility’s CUP was renewed in 
October of 2015 and an inclining block rate structure was no longer a condition of the permit. 

Typically, the Commission allocates no greater than 40 percent of the water revenue to the BFC. 
However, when the utility’s customer base is seasonal, it has been the Commission’s practice to 
allocate greater than 40 percent of the revenue requirement to the BFC to address revenue 
stability. Due to the seasonality of the customer base and the amount of the recommended 
revenue increase, staff believes it is appropriate to allocate 45 percent of the water revenue to the 
BFC for revenue stability purposes.   

The average people per household served by the water system is two; therefore, based on the 
number of people per household, 50 gallons per day per person, and the number of days per 
month, the non-discretionary usage threshold should be 3,000 gallons per month. Approximately 
56 percent of the customer bills included 3,000 gallons per month or less. Staff recommends a 
traditional BFC and gallonage charge rate structure with separate gallonage charges for 
discretionary and non-discretionary usage for residential water rates. General service customers 
should be billed a BFC and uniform gallonage charge. Staff’s recommended rate structure and 
rates are shown on Schedule No. 4. Staff also presents two alternate rate structures to illustrate 
other BFC allocations in Table 8-1 below. 

 



Docket No. 140177-WU Issue 8 
Date: November 18, 2015 

- 17 - 

Table 8-1 
Staff’s Recommended and Alternative Water Rate Structures and Rates 

  
 

STAFF 
 

  

  
 

RECOMMENDED 
 

  

  RATES AT PHASE I ALTERNATIVE ALTERNATIVE 

 
TIME OF RATES I II 

 
FILING (45% BFC) (50% BFC) (40% BFC) 

Residential and  General Service 
 

  
 

  

Base Facility Charge $7.64 $9.97 $11.09 $8.86 

  
   

  

Charge per 1,000 gallons - Residential $1.35 N/A N/A N/A 

0-3,000 gallons N/A $3.26 $2.96 $3.55 

Over 3,000 gallons N/A $5.16 $4.50 $5.88 

  
   

  

Charge per 1,000 gallons - General Service $1.35 $3.91 $3.50 $4.32 

  
   

  
Typical Residential 5/8" x 3/4" Meter  
Bill Comparison 

  
  

3,000 Gallons $11.69  $19.75  $19.97  $19.51  

5,000 Gallons $14.39  $30.07  $28.97  $31.27  

10,000 Gallons $21.14  $55.87  $51.47  $60.67  

          

 

Based on a recommended revenue increase of approximately 75 percent, excluding 
miscellaneous revenues, residential consumption can be expected to decline by 3,774,000 gallons 
resulting in anticipated average residential demand of 2,876 gallons per month. The post-
repression average residential water demand excluding zero gallon bills is anticipated to be 3,596 
gallons per month. Staff recommends a 19.8 percent reduction in total residential consumption 
and corresponding reductions of $563 for purchased power, $376 for chemicals, and $44 for 
RAFs to reflect the anticipated repression, which results in a post repression revenue requirement 
of $128,441. Staff recommends a traditional BFC and gallonage charge rate structure with 
separate gallonage charges for discretionary and non-discretionary usage for residential water 
customers and a BFC based on 45 percent of the water revenue requirement. General service 
customers should be billed a BFC and uniform gallonage charge. 

The recommended rate structure and monthly water rates are shown on Schedule No. 4. The 
utility should file revised tariff sheets and a proposed customer notice to reflect the Commission-
approved rates. The approved rates should be effective for service rendered on or after the 
stamped approval date on the tariff sheet pursuant to Rule 25-30.475(1), F.A.C. In addition, the 
approved rates should not be implemented until staff has approved the proposed customer notice 
and the notice has been received by the customers. The utility should provide proof of the date 
notice was given within 10 days of the date of the notice. 
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Issue 9: Should Holiday Gardens be authorized collect Non-Sufficient Funds (NSF) charges? 

"' Recommendation: Yes. Holiday Gardens should be authorized to collect NSF charges. Staff 
recommends that Holiday Gardens revise its tariffs to reflect the NSF charges currently set forth 
in Sections 68.065 and 832.08(5), F.S. The NSF charges should be effective on or after the 
stamped approval date on the tariff sheets pursuant to Rule 25-30.475(1), F.A.C. Furthermore, 
the charges should not be implemented until staff has approved the proposed customer notice. 
The utility should provide proof of the date the notice was given within 10 days of the date of the 
notice. (Thompson) 

Staff Analysis: Section 367.091, F.S. , requires that rates, charges, and customer service 
policies be approved by the Commission. The Commission bas authority to establish, increase, or 
change a rate or charge. Staff believes that Holiday Gardens should be authorized to collect NSF 
charges consistent with Section 68.065, F.S., which allows for the assessment of charges for the 
collection of worthless checks, drafts, or orders of payment. As currently set forth in Sections 
832.08(5) and 68.065(2), F.S., the following NSF charges may be assessed: 

1. $25, if the face value does not exceed $50, 
2. $30, if the face value exceeds $50 but does not exceed $300, 
3. $40, if the face value exceeds $300, 
4. or five percent of the face amount of the check, whichever is greater. 

Approval of NSF charges is consistent with prior Commission decisions. 7 Furthermore, NSF 
charges place the cost on the cost-causer, rather than requiring that the costs associated with the 
return of the NSF checks be spread across the general body of ratepayers. Therefore, staff 

recommends that Holiday Gardens revise its tariffs to reflect the NSF charges currently set forth 
in Sections 68.065 and 832.08(5), F.S. The NSF charges should be effective on or after the 
stamped approval date on the tariff sheets pursuant to Rule 25-30.475(1), F.A.C. In addition, the 
NSF charges should not be implemented until staff has approved the proposed customer notice. 
The utility should provide proof of the date the notice was given within 10 days of the date of the 
notice. 

7 Order Nos. PSC-10-0364-TRF-WS, issued June 7, 2010, in Docket No. 100170-WS, In re: Application for 
authority to collect non-sufficient funds charges, pursuant to Sections 68.065 and 832.08(5), F.S. , by ?/uris 
Wedgefield Inc., and PSC-10-0168-PAA-SU, issued March 23, 2010, in Docket No. 090182-SU, In re: Application 
for increase in wastewater rates in Pasco County by Ni Florida, LLC. 

- 18 -
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Issue 10:  What are the utility’s appropriate initial customer deposits for Holiday Gardens’ 
water service? 

Recommendation:  The appropriate initial customer deposit for water customers should be 
$46 for the residential 5/8” x 3/4” meter size. The initial customer deposits for all other 
residential meter sizes and all general service meter sizes should be two times the average 
estimated bill for wastewater service. The approved customer deposits should be effective for 
connections made on or after the stamped approval date on the tariff sheet pursuant to Rule 25-
30.475, F.A.C. The utility should be required to charge the approved charges until authorized to 
change them by the Commission in a subsequent proceeding. (Thompson) 

Staff Analysis:  Rule 25-30.311, F.A.C., contains the criteria for collecting, administering, and 
refunding customer deposits. Customer deposits are designed to minimize the exposure of bad 
debt expense for the utility and, ultimately, the general body of ratepayers. Historically, the 
Commission has set initial customer deposits equal to two times the average estimated bill.8    
Currently, the utility’s wastewater initial customer deposit is $24 for 5/8” x 3/4" meter size and 
two times the average estimated bill for all other meters sizes. Based on the staff recommended 
wastewater rates, the appropriate initial customer deposit should be $46 for water to reflect an 
average residential customer bill for two months. 

During the course of staff’s audit, it was determined that additional deposits in the amount of $15 
were assessed to 51 customers, which totals $765. The utility required an additional deposit from 
those customers who had frequent shut offs due to delinquent bills. The utility confirmed that 
interest is paid on these accounts as required by Rule 25-30.311(4), F.A.C. Pursuant to Rule 25-
30.311(7), F.A.C., a utility may require an additional deposit in order to secure payment of 
current bills as long as the total amount of the required deposit does not exceed an amount equal 
to the average actual charge for water and/or wastewater service for two billing periods for the 
12-month period immediately prior to the date of notice. Further, Rule 25-30.311(7), F.A.C. 
requires that request for an additional deposit be by written notice of not less than 30 days and 
the notice be separate and apart from any bill for service. However, the utility’s request for the 
additional deposit was included on the bill for service. The utility has affirmed that in the future 
it will collect additional deposits in the manner required by Rule. Therefore, staff believes no 
enforcement action should be taken at this time. 

Staff recommends the appropriate initial customer deposit should be $46 for the residential 5/8” 
x 3/4” meter size for wastewater. The initial customer deposits for all other residential meter 
sizes and all general service meter sizes should be two times the average estimated bill for 
wastewater. The approved customer deposits should be effective for connections made on or 
after the stamped approval date on the tariff sheet pursuant to Rule 25-30.475, F.A.C. The utility 
should be required to charge the approved charges until authorized to change them by the 
Commission in a subsequent proceeding. 

                                                 
8 Order Nos. PSC-13-0611-PAA-WS, issued November 19, 2013, in Docket No. 130010-WS, In re: Application for 
increase in water rates in Lee County and wastewater rates in Pasco County by Ni Florida, LLC. and PSC-14-0016-
TRF-WU, issued January 6, 2014, in Docket No. 130251-WU, In re: Application for approval of miscellaneous 
service charges in Pasco County, by Crestridge Utility Corporation. 
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Issue 11:  What is the appropriate amount by which rates should be reduced in four years after 
the published effective date to reflect the removal of the amortized rate case expense as required 
by Section 367.0816, F.S.? 

Recommendation:  The water rates should be reduced as shown on Schedule No. 4, to 
remove rate case expense grossed-up for regulatory assessment fees and amortized over a four-
year period. The decrease in rates should become effective immediately following the expiration 
of the four-year rate case expense recovery period, pursuant to Section 367.0816, F.S. Holiday 
Gardens should be required to file revised tariffs and a proposed customer notice setting forth the 
lower rates and the reason for the reduction no later than one month prior to the actual date of the 
required rate reduction. If the utility files this reduction in conjunction with a price index or pass-
through rate adjustment, separate data should be filed for the price index and/or pass-through 
increase or decrease and the reduction in the rates due to the amortized rate case expense. 
(Thompson, Mouring) 

Staff Analysis:  Section 367.0816, F.S., requires that the rates be reduced immediately 
following the expiration of the four-year period by the amount of the rate case expense 
previously included in rates. The reduction will reflect the removal of revenue associated with 
the amortization of rate case expense, the associated return in working capital, and the gross-up 
for RAFs. The total reduction is $1,890 for water.   

Using Holiday Gardens’ current revenue, expenses, capital structure and customer base, the 
reduction in revenue will result in the rate decreases as shown on Schedule No. 4. The decrease 
in rates should become effective immediately following the expiration of the four-year rate case 
expense recovery period, pursuant to Section 367.0816, F.S. Holiday Gardens should be required 
to file revised tariffs and a proposed customer notice setting forth the lower rates and the reason 
for the reduction no later than one month prior to the actual date of the required rate reduction. If 
the utility files this reduction in conjunction with a price index or pass-through rate adjustment, 
separate data should be filed for the price index and/or pass-through increase or decrease and the 
reduction in the rates due to the amortized rate case expense. 
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Issue 12:  Should the Commission approve a Phase II increase for pro forma items for Holiday 
Gardens? 

Recommendation:  Yes. The Commission should approve a Phase II revenue requirement 
associated with pro forma items. The utility’s Phase II revenue requirement is $136,913, which 
equates to a 1.18 percent increase over the Phase I revenue requirement. Staff recommends that 
the increase be applied as an across-the-board increase to the Phase I rates. 

Implementation of the Phase II rates is conditioned upon Holiday Gardens completing the pro 
forma items within 12 months of the issuance of a consummating order in this docket. The utility 
should be required to submit a copy of the final invoices and cancelled checks or other payment 
confirmation documentation for all pro forma plant items. The utility should be allowed to 
implement the above rates once all pro forma items have been completed and documentation 
provided showing that the improvements have been made. Once verified, the rates should be 
effective for service rendered on or after the stamped approval date on the tariff sheet, pursuant 
to Rule 25-30.475(1), F.A.C. The rates should not be implemented until notice has been received 
by the customers. Holiday Gardens should provide proof of the date notice was given within 10 
days of the date of the notice. If the utility encounters any unforeseen events that will impede the 
completion of the pro forma items, the utility should immediately notify the Commission in 
writing. (Lee, Mouring) 

Staff Analysis:  As discussed in Issue 3, the utility has requested recognition of several pro 
forma plant items in the instant case. Several of the pro forma items either have been or will be 
completed before implementation of the Phase I rates and, therefore, have been included in the 
Phase I revenue requirement as reflected in previous issues. The following table summarizes the 
Phase II pro forma plant items and estimated cost. 

Staff is recommending a Phase II revenue requirement associated with the pro forma items for a 
number of reasons. First, it assures that the pro forma items are completed prior to the utility’s 
recovery of the investment in rates. In addition, addressing the pro forma items in a single case 
saves additional rate case expense to the customers because the utility would not need to file 
another rate case or limited proceeding to seek recovery for these items. The Commission has 
approved a Phase-In approach in Docket Nos. 130265-WU, 110238-WU, and 110165-SU.  

Staff’s net adjustment to the Phase II UPIS balance is an increase of $4,749 and a decrease to 
Accumulated Depreciation of $11,208. In addition, staff has adjusted depreciation expense to 
reflect the pro forma additions and retirements resulting in an increase of $238. Also, staff has 
increased TOTI by $72 to reflect RAFs of 4.5 percent on the change in revenues. Staff’s total 
adjustment to operating expenses, including additional RAFs, is $310 resulting in total operating 
expenses of $130,997. 
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Table 11-1 
Phase II Pro Forma Adjustments 

  
Accum. Depr. 

Description UPIS Depr. Exp. 
New Computer $137  ($23)  $23  
New Printer 59  (10)  10  
New Portable Meter 565  (33)  33  
Replumb at Well #1 1,800  (67)  67  
   Retirement (1,350) 1,350 (50) 
Air Relief Valve at Well #1 200  (12)  12  
   Retirement (150) 150 (9) 
Repaint at Well #1 200  (7)  7  
   Retirement (150) 150 (6) 
Roof at Well #1 4,000  (148)  148  
   Retirement (3,000) 3,000 (111) 
Flow Meter at Well #1 1,500  (100)  100  
   Retirement (1,125) 1,125 (75) 
Replumb at Well #2 1,800  (67)  67  
   Retirement (1,350) 1,350 (50) 
Repaint at Well #2 200  (7)  7  
   Retirement (150) 150 (6) 
Roof at Well #2 4,000  (148)  148  
   Retirement (3,000) 3,000 (111) 
Gate Valve at Well #2 750  (44)  44  
   Retirement (563) 563 (33) 
Air Compressor at Well #2 1,500  (88)  88  
   Retirement (1,125) 1,125 (66) 
    Total $4,749  $11,208 $238  

 

The utility’s Phase II revenue requirement should be $136,913, representing a 1.18 percent 
increase over the recommended Phase I revenue requirement. Phase II rate base is shown on 
Schedule No. 5-A. The capital structure for Phase II is shown on Schedule No. 6. The revenue 
requirement is shown on Schedule No. 7-A. The resulting rates are shown on Schedule No. 8. 

Implementation of the Phase II rates is conditioned upon Holiday Gardens completing the pro 
forma items within 12 months of the issuance of a consummating order in this docket. The utility 
should be required to submit a copy of the final invoices and cancelled checks for all pro forma 
plant items. The utility should be allowed to implement the above rates once all pro forma items 
have been completed and documentation provided showing that the improvements have been 
made. Once verified, the rates should be effective for service rendered on or after the stamped 
approval date on the tariff sheet, pursuant to Rule 25-30.475(1), F.A.C. The rates should not be 
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implemented until notice has been received by the customers. Holiday Gardens should provide 
proof of the date notice was given within 10 days of the date of the notice. If the utility 
encounters any unforeseen events that will impede the completion of the pro forma items, the 
utility should immediately notify the Commission in writing. 
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Issue 13:  Should the recommended rates be approved for the utility on a temporary basis, 
subject to refund with interest, in the event of a protest filed by a party other than the utility? 

Recommendation:  Yes. Pursuant to Section 367.0814(7), F.S., the recommended rates for 
Phase I should be approved for the utility on a temporary basis, subject to refund, in the event of 
a protest filed by a party other than the utility. Holiday Gardens should file revised tariff sheets 
and a proposed customer notice to reflect the Commission-approved rates. The approved rates 
should be effective for service rendered on or after the stamped approval date on the tariff sheet, 
pursuant to Rule 25-30.475(1), F.A.C. In addition, the temporary rates should not be 
implemented until staff has approved the proposed notice, and the notice has been received by 
the customers. Prior to implementation of any temporary rates, the utility should provide 
appropriate security. If the recommended rates are approved on a temporary basis, the rates 
collected by the utility should be subject to the refund provisions discussed below in the staff 
analysis. In addition, after the increased rates are in effect, pursuant to Rule 25-30.360(6), 
F.A.C., the utility should file reports with the Commission Clerk’s office no later than the 20th of 
each month indicating the monthly and total amount of money subject to refund at the end of the 
preceding month. The report filed should also indicate the status of the security being used to 
guarantee repayment of any potential refund. (Mouring) 

Staff Analysis:  This recommendation proposes an increase in rates. A timely protest might 
delay what may be a justified rate increase resulting in an unrecoverable loss of revenue to the 
utility. Therefore, pursuant to Section 367.0814(7), F.S., in the event of a protest filed by a party 
other than the utility, staff recommends that the recommended rates be approved as temporary 
rates. Holiday Gardens should file revised tariff sheets and a proposed customer notice to reflect 
the Commission-approved rates. The approved rates should be effective for service rendered on 
or after the stamped approval date on the tariff sheet, pursuant to Rule 25-30.475(1), F.A.C. In 
addition, the temporary rates should not be implemented until staff has approved the proposed 
notice, and the notice has been received by the customers. The recommended rates collected by 
the utility should be subject to the refund provisions discussed below. 

The utility should be authorized to collect the temporary rates upon staff’s approval of an 
appropriate security for the potential refund and the proposed customer notice. Security should 
be in the form of a bond or letter of credit in the amount of $37,117. Alternatively, the utility 
could establish an escrow agreement with an independent financial institution. 

If the utility chooses a bond as security, the bond should contain wording to the effect that it will 
be terminated only under the following conditions: 

1) The Commission approves the rate increase; or 
2) If the Commission denies the increase, the utility shall refund the amount 

collected that is attributable to the increase. 

If the utility chooses a letter of credit as a security, it should contain the following conditions: 
1) The letter of credit is irrevocable for the period it is in effect, and, 

2) The letter of credit will be in effect until a final Commission order is rendered, 
either approving or denying the rate increase. 
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If security is provided through an escrow agreement, the following conditions should be part of 
the agreement: 

1) The Commission Clerk, or his or her designee, must be a signatory to the escrow 
agreement; and, 

2) No monies in the escrow account may be withdrawn by the utility without the prior 
written authorization of the Commission Clerk, or his or her designee;  

3) The escrow account shall be an interest bearing account; 
4) If a refund to the customers is required, all interest earned by the escrow account shall 

be distributed to the customers; 
5) If a refund to the customers is not required, the interest earned by the escrow account 

shall revert to the utility; 
6) All information on the escrow account shall be available from the holder of the 

escrow account to a Commission representative at all times; 
7) The amount of revenue subject to refund shall be deposited in the escrow account 

within seven days of receipt; 
8) This escrow account is established by the direction of the Florida Public Service 

Commission for the purpose(s) set forth in its order requiring such account. Pursuant 
to Cosentino v. Elson, 263 So. 2d 253 (Fla. 3d DCA 1972), escrow accounts are not 
subject to garnishments; 

9) The account must specify by whom and on whose behalf such monies were paid. 

In no instance should the maintenance and administrative costs associated with the refund be 
borne by the customers. These costs are the responsibility of, and should be borne by, the utility. 
Irrespective of the form of security chosen by the utility, an account of all monies received as a 
result of the rate increase should be maintained by the utility. If a refund is ultimately required, it 
should be paid with interest calculated pursuant to Rule 25-30.360(4), F.A.C. 

The utility should maintain a record of the amount of the bond, and the amount of revenues that 
are subject to refund. In addition, after the increased rates are in effect, pursuant to Rule 25-
30.360(6), F.A.C., the utility should file reports with the Commission Clerk’s office no later than 
the 20th of each month indicating the monthly and total amount of money subject to refund at the 
end of the preceding month. The report filed should also indicate the status of the security being 
used to guarantee repayment of any potential refund. 
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Issue 14:  Should the utility be required to notify the Commission within 90 days of an 
effective order finalizing this docket, that it has adjusted its books for all the applicable National 
Association of Regulatory Utility Commissioners (NARUC) Uniform System of Accounts 
(USOA) associated with the Commission approved adjustments? 

Recommendation:  Yes. The utility should be required to notify the Commission, in writing, 
that it has adjusted its books in accordance with the Commission's decision. Holiday Gardens 
should submit a letter within 90 days of the final order in this docket, confirming that the 
adjustments to all the applicable NARUC USOA accounts have been made to the utility’s books 
and records. In the event the utility needs additional time to complete the adjustments, notice 
should be provided within seven days prior to deadline. Upon providing good cause, staff should 
be given administrative authority to grant an extension of up to 60 days. (Mouring) 

Staff Analysis:  The utility should be required to notify the Commission, in writing that it has 
adjusted its books in accordance with the Commission's decision. Holiday Gardens should 
submit a letter within 90 days of the final order in this docket, confirming that the adjustments to 
all the applicable NARUC USOA accounts have been made to the utility’s books and records. In 
the event the utility needs additional time to complete the adjustments, notice should be provided 
within seven days prior to deadline. Upon providing good cause, staff should be given 
administrative authority to grant an extension of up to 60 days. 
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Issue 15:  Should this docket be closed? 

Recommendation:  No. If no person whose substantial interests are affected by the proposed 
agency action files a protest within 21 days of the issuance of the order, a consummating order 
should be issued. The docket should remain open for staff’s verification that the outstanding 
Phase I pro forma items have been completed, the revised tariff sheets and customer notice have 
been filed by the utility and approved by staff, and the utility has provided staff with proof that 
the adjustments for all the applicable NARUC USOA primary accounts have been made. Also, 
the docket should remain open to allow staff to verify that the Phase II pro forma items have 
been completed, and the Phase II rates properly implemented. Once these actions are complete, 
this docket should be closed administratively. (Corbari, Mouring) 

Staff Analysis:  If no person whose substantial interests are affected by the proposed agency 
action files a protest within 21 days of the issuance of the order, a consummating order should be 
issued. The docket should remain open for staff’s verification that the outstanding Phase I pro 
forma items have been completed, the revised tariff sheets and customer notice have been filed 
by the utility and approved by staff, and the utility has provided staff with proof that the 
adjustments for all applicable NARUC USOA primary accounts have been made. Also, the 
docket should remain open to allow staff to verify that the Phase II pro forma items have been 
completed and the Phase II rates properly implemented. Once these actions are complete, this 
docket should be closed administratively. 
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HOLIDAY GARDENS UTILITIES, LLC  SCHEDULE NO. 1-A 
TEST YEAR ENDED  09/30/14 DOCKET NO. 140177-WU 

SCHEDULE OF WATER RATE BASE (PHASE I)    

  BALANCE STAFF BALANCE 
  PER ADJUSTMENTS PER 

DESCRIPTION UTILITY TO UTIL. BAL. STAFF 

      
UTILITY PLANT IN SERVICE $180,627  $9,646  $190,273  
      

LAND & LAND RIGHTS 3,059  (645)  2,414  
      
NON-USED AND USEFUL COMPONENTS 0  0 0 
      
CIAC (85,630) 0 (85,630) 
      
ACCUMULATED DEPRECIATION (162,118) 12,813 (149,305) 
      
AMORTIZATION OF CIAC 85,630  0  85,630  

    

WORKING CAPITAL ALLOWANCE 0  14,345  14,345  

      
WATER RATE BASE $21,568 $36,159 $57,727 
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  HOLIDAY GARDENS UTILITIES, LLC                                                                    SCHEDULE NO. 1-B 

  TEST YEAR ENDED 09/30/14                                                                             DOCKET NO. 140177-WU 

  ADJUSTMENTS TO RATE BASE (PHASE I)                                                                                             

  
     
 

 WATER 

  UTILITY PLANT IN SERVICE  
 1. To reflect the appropriate UPIS.  $413 

2. To include the purchase of shop tools.  250 

3. To reflect pro forma plant additions and retirements.  9,314 

4. To reflect the appropriate averaging adjustment.  (331) 

      Total  $9,646 

    

 LAND   

 To reflect the appropriate land balance.  ($645) 

  
 

 
   ACCUMULATED DEPRECIATION  
 1. To reflect the appropriate Accumulated Depreciation.  ($1,954) 

2. To include the purchase of shop tools.  (25) 

3. To reflect pro forma plant additions and retirements.  13,815 

4. To reflect the appropriate averaging adjustment.  978 

       Total  $12,813 

    

  WORKING CAPITAL ALLOWANCE  
   To reflect 1/8 of test year O&M expenses.  $14,345  
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  HOLIDAY GARDENS UTILITIES, LLC              SCHEDULE NO. 2 

  TEST YEAR ENDED  09/30/14                          DOCKET NO. 140177-WU 

  SCHEDULE OF CAPITAL STRUCTURE (PHASE I)        

       STAFF BALANCE PRO         

    SPECIFIC BEFORE RATA BALANCE PERCENT    

   PER ADJUST- PRO RATA ADJUST- PER OF  WEIGHTED 

  CAPITAL COMPONENT UTILITY MENTS ADJUSTMENTS MENTS STAFF TOTAL COST COST 

            

1. COMMON EQUITY $7,500 $0  $7,500 $4,761 $12,261 21.24% 11.16% 2.37% 

2. LONG-TERM DEBT 423,172 (398,628)  24,544 15,581 40,125 69.51% 7.50% 5.21% 

3. SHORT-TERM DEBT (Truck) 0 2,827 2,827 1,794 4,621 8.00% 5.00% 0.40% 

4. PREFERRED STOCK 0 0 0  0  0 0.00% 0.00% 0.00% 

 5. CUSTOMER DEPOSITS 576 144 720 0 720 1.25% 2.00% 0.02% 

 6. DEFERRED INCOME TAXES 0 0 0                       0 0 0.00% 0.00% 0.00% 

7. TOTAL $431,248 ($395,657) $35,591 $22,137 $57,727 100.00%  8.01% 

            

     RANGE OF REASONABLENESS LOW HIGH   

         RETURN ON EQUITY 10.16% 12.16%   

         OVERALL RATE OF RETURN 7.80% 8.22%   
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  HOLIDAY GARDENS UTILITIES, LLC                                   SCHEDULE NO. 3-A 

  TEST YEAR ENDED  09/30/14                         DOCKET NO. 140177-WU 

  SCHEDULE OF WATER OPERATING INCOME (PHASE I)       

        STAFF ADJUST.   

   TEST YEAR STAFF  ADJUSTED FOR REVENUE 

    PER UTILITY ADJUSTMENTS TEST YEAR INCREASE REQUIREMENT 

              

     1. OPERATING REVENUES                $77,847 $1,827 $79,674 $55,636  $135,310 

      69.83%   

  OPERATING EXPENSES:       

     2.   OPERATION & MAINTENANCE $71,968  $42,795  $114,763  $0  $114,763  

         

     3.   DEPRECIATION (NET) 0 2,876 2,876 0 2,876 

         

     4.   TAXES OTHER THAN INCOME 6,061 4,483 10,544 2,504  13,048 

         

     5.   INCOME TAXES 0 0 0 0  0  

         

     6. TOTAL OPERATING EXPENSES     $78,029 $50,154 $128,183 $2,504  $130,686 

         

     7. OPERATING INCOME/(LOSS)         ($182)  ($48,509)  $4,624  

         

     8. WATER RATE BASE            $21,568  $57,727  $57,727 

         

   9. RATE OF RETURN (0.84%)  (84.03%)  8.01% 
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   HOLIDAY GARDENS UTILITIES, LLC                                                                            SCHEDULE NO. 3-B 
   TEST YEAR ENDED 09/30/14                                                                                     DOCKET NO. 140177-WU 
   ADJUSTMENTS TO OPERATING INCOME (PHASE I)                                                                   Page 1 of 2 
     
   WATER 

  OPERATING REVENUES    
  a. To reflect the appropriate test year service revenues.  $1,657 

 b. To reflect the test year miscellaneous service revenues.  152 
                      Subtotal  $1,827   

      
  OPERATION AND MAINTENANCE EXPENSES    

           1. Salaries and Wages – Employees  (601)    
  To reflect the appropriate amount of salary expense for the test year.  $32,113 
     
           2. Salaries and Wages – Officers (603)   

 
To reflect the appropriate amount of officer’s salary expense for the test 
year. 

 
                        $10,308 

    
           3. Employee Pensions and Benefits (604)   
 To reflect the appropriate medical and workman’s comp. benefits.                              $5,171 
    
           4. Material and Supplies (620)   
  To reflect capitalized items.  ($1,902)  
    
           5. Contractual Services - Other (636)   

  a. To remove out-of-period expenses.  ($2,015)  
 b. To reflect the reduction in lawn maintenance expense.  (540) 
           Subtotal  ($2,555) 
    
           6. Rents (640)   
  To reflect the appropriate rent expense.  ($1,940)  
    

 7. Insurance Expense (655)   
 To reflect the appropriate insurance expense.  ($1,716) 
    
           8. Regulatory Commission Expense (665)   
  To reflect 4-year amortization of rate case expense.  $1,787  
    
           9. Bad Debt Expense (670)   
  To reflect the 3-year average bad debt expense  $300 
    
          10. Miscellaneous Expense (675)   
  a. To reflect the meter replacement program expense.  $3,043  
 b. To reflect the licensing and corporations fees, and DEP Permit.  1,316 
 c. To remove duplicate telephone and utilities expense.  (3,129) 
           Subtotal  $1,229  
    
 TOTAL OPERATION & MAINTENANCE ADJUSTMENTS  $42,795  
    
 (O&M EXPENSES CONTINUED ON NEXT PAGE)   
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  HOLIDAY GARDENS UTILITIES, LLC                                                                            SCHEDULE NO. 3-B  
  TEST YEAR ENDED 09/30/14                                                                                     DOCKET NO. 140177-WU  
  ADJUSTMENTS TO OPERATING INCOME (PHASE I)                                                                   Page 2 of 2  
    

  DEPRECIATION EXPENSE    
            To reflect appropriate depreciation expense per Rule 25-30.140 F.A.C..  $2,876 
     
  TAXES OTHER THAN INCOME    
            a. To reflect the appropriate test year property taxes.  $37 

 b. To reflect the appropriate allocation of payroll taxes.   4,447 
       Total  $4,483 
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HOLIDAY GARDENS UTILITIES, LLC   SCHEDULE NO. 3-C 

TEST YEAR ENDED  09/30/14  DOCKET NO. 140177-WU 

ANALYSIS OF WATER OPERATION AND MAINTENANCE EXPENSE (PHASE I) 

  TOTAL STAFF TOTAL 

  PER ADJUST- PER 

  UTILITY MENTS STAFF 

(601)  SALARIES AND WAGES - EMPLOYEES $20,091  $32,113  $52,204 

(603)  SALARIES AND WAGES - OFFICERS 1,455 10,308 11,763 

(604)  EMPLOYEE PENSIONS AND BENEFITS 777  5,171  5,948 

(610)  PURCHASED WATER 0  0  0 

(615)  PURCHASED POWER 3,260  0 3,260 

(616)  FUEL FOR POWER PRODUCTION 100  0  100 

(618)  CHEMICALS 2,179  0  2,179 

(620)  MATERIALS AND SUPPLIES 1,902  (1,902)  0 

(630)  CONTRACTUAL SERVICES - BILLING 0  0  0 

(631)  CONTRACTUAL SERVICES - PROFESSIONAL 0 0  0 

(633)  CONTRACTUAL SERVICES - LEGAL 0  0 0 

(636)  CONTRACTUAL SERVICES - OTHER 23,445  (2,555)  20,890 

(640)  RENTS 6,398  (1,940)  4,458 

(650)  TRANSPORTATION EXPENSE 763  0 763 

(655)  INSURANCE EXPENSE 4,784  (1,716)  3,068 

(665)  REGULATORY COMMISSION EXPENSE 0 1,787  1,787 

(670)  BAD DEBT EXPENSE 0  300 300 

(675)  MISCELLANEOUS EXPENSE 6,814  1,229 8,043 

      

        TOTAL WATER O&M EXPENSES $71,968  $42,795  $114,763  
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  HOLIDAY GARDENS UTILITIES, LLC.     SCHEDULE NO. 4 
  TEST YEAR ENDED SEPTEMBER 30, 2014 DOCKET NO. 140177-WU 
  MONTHLY WATER RATES (PHASE I) 

       
 

  

    RATES AT STAFF 4 YEAR 

  
 

TIME OF RECOMMENDED RATE 

  
 

FILING RATES REDUCTION 

  Residential and  General Service 
 

    
  Base Facility Charge by Meter Size 

  
  

  5/8" x 3/4" $7.64 $9.97 $0.15 

  3/4" $11.45 $14.96 $0.22 

  1" $19.14 $24.93 $0.37 

  1-1/2" $38.23 $49.85 $0.73 

  2" $61.22 $79.76 $1.17 

  3" $122.45 $159.52 $2.35 

  4" $191.29 $249.25 $3.67 

  6" $382.59 $498.50 $7.34 

  
   

  

  Charge per 1,000 gallons - Residential $1.35 N/A N/A 

  0 - 3,000 gallons N/A $3.26 $0.05 

  Over 3,000 gallons N/A $5.16 $0.08 

  
   

  
  Charge per 1,000 gallons - General Service $1.35 $3.91 $0.06 

  
   

  
  Typical Residential 5/8" x 3/4" Meter Bill Comparison 

  
  

  3,000 Gallons $13.04  $24.91    

  6,000 Gallons $15.74  $35.23    

  10,000 Gallons $21.14  $55.87    
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HOLIDAY GARDENS UTILITIES, LLC  SCHEDULE NO. 5-A 
TEST YEAR ENDED  09/30/14 DOCKET NO. 140177-WU 

SCHEDULE OF WATER RATE BASE (PHASE II)    

   STAFF BALANCE 
  PHASE I ADJUSTMENTS PER 

DESCRIPTION BALANCE TO UTIL. BAL. STAFF 

      
UTILITY PLANT IN SERVICE $190,273  $4,749  $195,021  
      

LAND & LAND RIGHTS 2,414  0  2,414  
      
NON-USED AND USEFUL COMPONENTS 0  0 0 
      
CIAC (85,630) 0 (85,630) 
      
ACCUMULATED DEPRECIATION (149,305) 11,208 (138,097) 
      
AMORTIZATION OF CIAC 85,630  0  85,630  

    

WORKING CAPITAL ALLOWANCE 14,345  0  14,345  

      
WATER RATE BASE $57,727 $15,957 $73,684 
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  HOLIDAY GARDENS UTILITIES, LLC                                                                    SCHEDULE NO. 5-B 

  TEST YEAR ENDED 09/30/14                                                                             DOCKET NO. 140177-WU 

  ADJUSTMENTS TO RATE BASE (PHASE II)                                                                                             

  
     
 

 WATER 

  UTILITY PLANT IN SERVICE  
  To reflect pro forma plant additions and retirements.  $4,749 

  
 

 
   ACCUMULATED DEPRECIATION  
  To reflect pro forma plant additions and retirements.  $11,208 
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  HOLIDAY GARDENS UTILITIES, LLC              SCHEDULE NO. 6 

  TEST YEAR ENDED  09/30/14                          DOCKET NO. 140177-WU 

  SCHEDULE OF CAPITAL STRUCTURE (PHASE II)        

      STAFF BALANCE PRO         

    SPECIFIC BEFORE RATA BALANCE PERCENT    

   PHASE I ADJUST- PRO RATA ADJUST- PER OF  WEIGHTED 

  CAPITAL COMPONENT BALANCE MENTS ADJUSTMENTS MENTS STAFF TOTAL COST COST 

            

1. COMMON EQUITY $7,500 $0  $7,500 $8,193 $15,693 21.30% 11.16% 2.38% 

2. LONG-TERM DEBT 24,544 0  24,544 26,812 51,356 69.70% 7.50% 5.23% 

3. SHORT-TERM DEBT (Truck) 2,827 0 2,827 3,088 5,914 8.03% 5.00% 0.40% 

4. PREFERRED STOCK 0 0 0 0  0 0.00% 0.00% 0.00% 

 5. CUSTOMER DEPOSITS 720 0 720 0 720 0.98% 2.00% 0.02% 

 6. DEFERRED INCOME TAXES 0 0 0                       0 0 0.00% 0.00% 0.00% 

7. TOTAL $35,591 $0 $35,591 $38,093 $73,684 100.00%  8.03% 

            

     RANGE OF REASONABLENESS LOW HIGH   

         RETURN ON EQUITY 10.16% 12.16%   

         OVERALL RATE OF RETURN 7.81% 8.24%   
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  HOLIDAY GARDENS UTILITIES, LLC                                   SCHEDULE NO. 7-A 

  TEST YEAR ENDED  09/30/14                         DOCKET NO. 140177-WU 

  SCHEDULE OF WATER OPERATING INCOME (PHASE II)       

        STAFF ADJUST.   

    STAFF  ADJUSTED FOR REVENUE 

    PHASE I ADJUSTMENTS TEST YEAR INCREASE REQUIREMENT 

              

     1. OPERATING REVENUES                $135,310 $0 $135,310 $1,603  $136,913 

      1.18%   

  OPERATING EXPENSES:       

     2.   OPERATION & MAINTENANCE $114,763  $0  $114,763  $0  $114,763  

         

     3.   DEPRECIATION (NET) 2,876 238 3,114 0 3,114 

         

     4.   TAXES OTHER THAN INCOME 13,048 0 13,048 72  13,120 

         

     5.   INCOME TAXES 0 0 0 0  0  

         

     6. TOTAL OPERATING EXPENSES     $130,686 $238 $130,925 $72  $130,997 

         

     7. OPERATING INCOME/(LOSS)         $4,624  $4,386  $5,917  

         

     8. WATER RATE BASE            $57,727  $73,684  $73,684 

         

   9. RATE OF RETURN 8.01%  5.95%  8.03% 
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   HOLIDAY GARDENS UTILITIES, LLC                                                                            SCHEDULE NO. 7-B 
   TEST YEAR ENDED 09/30/14                                                                                     DOCKET NO. 140177-WU 
   ADJUSTMENTS TO OPERATING INCOME (PHASE II)                                                                           
     
   WATER 

  DEPRECIATION EXPENSE    
            To reflect appropriate depreciation expense per Rule 25-30.140 F.A.C..  $238 
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  HOLIDAY GARDENS UTILITIES, LLC     SCHEDULE NO. 8 
  TEST YEAR ENDED SEPTEMBER 30, 2014 DOCKET NO. 140177-WU 
  MONTHLY WATER RATES (PHASE II) 

       
 

  

     RATES AT STAFF 

  
 

 TIME OF RECOMMENDED 

  
 

 FILING RATES 

  Residential and  General Service  
 

  

  Base Facility Charge by Meter Size  
 

 

  5/8" x 3/4"  $9.97 $10.09 

  3/4"  $14.96 $15.14 

  1"  $24.93 $25.23 

  1-1/2"  $49.85 $50.45 

  2"  $79.76 $80.72 

  3"  $159.52 $161.44 

  4"  $249.25 $252.25 

  6"  $498.50 $504.50 

  
 

 
 

 

  Charge per 1,000 gallons - Residential  N/A N/A 

  0 - 3,000 gallons  $3.26 $3.30 

  Over 3,000 gallons  $5.16 $5.22 

  
 

 
 

 
  Charge per 1,000 gallons - General Service  $3.91 $3.96 

  
 

 
 

 
  Typical Residential 5/8" x 3/4" Meter Bill Comparison  

 
 

  3,000 Gallons  $24.91  $25.21  

  5,000 Gallons  $35.23  $35.65  

  10,000 Gallons  $55.87  $56.53  
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Docket No. 150005-WS - Annual reestablishment of price increase or decrease 
index of major categories of operating costs incurred by water and wastewater 
utilities pursuant to Section 367.081(4)(a), F.S. 

AGENDA: 12/3/15 -Regular Agenda- Proposed Agency Action- Interested Persons May 
Participate 

COMMISSIONERS ASSIGNED: All Commissioners 

PREHEARING OFFICER: Administrative 

CRITICAL DATES: 03/31/16 

SPECIAL INSTRUCTIONS: None 

Case Background 

Since March 31, 1981, pursuant to the guidelines established by Section 367.081(4)(a), Florida 
Statutes (F.S.), and Rule 25-30.420, Florida Administrative Code (F.A.C.), the Commission has 
established a price index increase or decrease for major categories of operating costs on or before 
March 31 of each year. This process allows water and wastewater utilities to adjust rates based 
on current specific expenses without applying for a rate case. 

Staff has calculated its proposed 2016 price index by comparing the Gross Domestic Product 
Implicit Price Deflator Index for the fiscal year ended September 30, 2014, to the same index, for 
the fiscal year ended September 30, 2015. This same procedure has been used each year since 
1995 to calculate the price index. The U.S. Department of Commerce, Bureau of Economic 
Analysis, released its.most recent third quarter figures on October 29, 2015. 

FPSC Commission Clerk
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Since March 31, 1981, the Commission has received and processed approximately 3,499 index 
applications. The Commission has jurisdiction over this matter pursuant to Section 367.081, F.S. 
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 Discussion of Issues 

Issue 1:  Which index should be used to determine price level adjustments? 

Recommendation:   The Gross Domestic Product Implicit Price Deflator Index is 
recommended for use in calculating price level adjustments. Staff recommends calculating the 
2016 price index by using a fiscal year, four quarter comparison of the Implicit Price Deflator 
Index ending with the third quarter 2015. (Frank) 

Staff Analysis:  In 1993, the Gross Domestic Product Implicit Price Deflator Index (GDP) was 
established as the appropriate measure for determining the water and wastewater price index. At 
this same time, the convention of using a four quarter fiscal year comparison was also 
established and this practice has been used every year since then.1 The GDP is prepared by the 
U.S. Department of Commerce. Prior to that time, the Gross National Product Implicit Price 
Deflator Index (GNP) was used as the indexing factor for water and wastewater utilities. The 
Department of Commerce switched its emphasis from the GNP to the GDP as the primary 
measure of U.S. production. 
 
Pursuant to Section 367.081(4)(a), F.S., the Commission, by order, shall establish a price 
increase or decrease index for major categories of operating costs incurred by utilities subject to 
its jurisdiction reflecting the percentage of increase or decrease in such costs from the most 
recent 12-month historical data available. Since 1995, the price index was determined by using a 
four quarter comparison, ending September 30, of the Implicit Price Deflator Index in order to 
meet the statutory deadline. The current price index was determined by comparing the change in 
the GDP using the four quarter fiscal year comparison ending September 30. This method has 
been used consistently since 1995 to determine the price index.2 
 
In Order No. PSC-15-0072-PAA-WS, issued January 27, 2015, in Docket No. 150005-WS, the 
Commission, in keeping with the practice started in 1993, reiterated the alternatives which could 
be used to calculate the indexing of utility revenues. Past concerns expressed by utilities, as 
summarized from utility input in previous hearings, are: 
 
 1) Inflation should be a major factor in determining the index; 
 

2) Nationally published indices should be vital to this determination; 
 

3) Major categories of expenses are labor, chemicals, sludge-hauling, materials and 
supplies, maintenance, transportation, and treatment expense; 

 
4) An area wage survey, Dodge Building Cost Index, Consumer Price Index, and the 

GDP should be considered; 
 

5) A broad measure index should be used; and 

                                                 
1 Order No. PSC-93-0195-FOF-WS, issued February 9, 1993, in Docket No. 930005-WS, In re:  Annual 
reestablishment of price increase or decrease index of major categories of operating costs incurred by water and 
wastewater utilities pursuant to Section 367.081(4)(a), F.S. 
2 Order No. PSC-95-0202-FOF-WS, issued February 10, 1995, in Docket No. 950005-WS, In re:  Annual 
reestablishment of price increase or decrease index of major categories of operating costs incurred by water and 
wastewater utilities pursuant to Section 367.081(4)(a), F.S. 
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6) The index procedure should be easy to administer. 
 
Based upon these concerns, the Commission has previously explored the following alternatives: 
 

1) Survey of Regulated Water and Wastewater Utilities; 
 

2) Consumer Price Index; 
 

3) Florida Price Level Index; 
 

4) Producer's Price Index - previously the Wholesale Price Index; and 
 

5) GDP (replacing the GNP). 
 
Over the past years, the Commission found that the Survey of Regulated Water and Wastewater 
Utilities should be rejected because using the results of a survey would allow utilities to pass on 
to customers all cost increases, thereby reducing the incentives of promoting efficiency and 
productivity. The Commission has also found that the Consumer Price Index and the Florida 
Price Level Index should be rejected because of their limited degree of applicability to the water 
and wastewater industry. Both of these price indices are based upon comparing the advance in 
prices of a limited number of general goods and, therefore, appear to have limited application to 
water and wastewater utilities.  
 
The Commission further found that the Producers Price Index (PPI) is a family of indices that 
measures the average change over time in selling prices received by domestic producers of goods 
and services. PPI measures price change from the perspective of the seller, not the purchaser, and 
therefore should be rejected. Because the bases for these indices have not changed, staff believes 
that the conclusions reached in Order No. PSC-15-0072-PAA-WS should continue to apply in 
this case. Since 1993, the Commission has found that the GDP has a greater degree of 
applicability to the water and wastewater industry. Therefore, staff recommends that the 
Commission continue to use the GDP to calculate water and wastewater price level adjustments. 
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The following information provides a historical perspective of the annual price index: 

Table 1-1 
Historical Analysis of the Annual Price Index for Water and Wastewater Utilities 

Year 
Commission 
Approved  

Index 
Year 

Commission 
Approved  

Index 
2004 1.60% 2010 0.56% 
2005 2.17% 2011 1.18% 
2006 2.74% 2012 2.41% 
2007 3.09% 2013 1.63% 
2008 2.39% 2014 1.41% 
2009 2.55% 2015 1.57% 

 
                  
The table below shows the historical participation in the Index and/or Pass-Through programs: 

Table 1-2 
Percentage of Jurisdictional Water and Wastewater Utilities Filing for Indexes 

and/or Pass-Throughs 
Year Percentage Year Percentage 
2004 22% 2010 29% 
2005 33% 2011 43% 
2006 32% 2012 30% 
2007 47% 2013 41% 
2008 42% 2014 39% 
2009 53% 2015 49% 
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Issue 2:  What rate should be used by water and wastewater utilities for the 2016 Price Index? 

Recommendation:  The 2016 Price Index for water and wastewater utilities should be 1.29 
percent. (Frank) 

Staff Analysis:  The U.S. Department of Commerce, Bureau of Economic Analysis, released 
the most recent third quarter 2014 figures on October 29, 2015. This year staff is using the 
October 29, 2015 release instead of the release issued in late December when the 3rd quarter 
GDP Index is updated. The reason for this is to allow time for a hearing if there is a protest, in 
order for the Commission to establish the 2016 Price Index by March 31, 2016, in accordance 
with Section 367.081(4)(a), F.S. The percentage change in the GDP using the fiscal year 
comparison ending with the third quarter is 1.29 percent. This number was calculated as follows: 
 
  GDP Index for the fiscal year ended 9/30/15         110.007 
 
  GDP Index for the fiscal year ended 9/30/14    108.603 
 
  Difference                                                   1.40 
 
  Divided by 9/30/14 GDP Index    108.603 
 
  2016 Price Index         1.29% 
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Issue 3:  How should the utilities be informed of the indexing requirements? 

Recommendation:  Pursuant to Rule 25-30.420(1), F.A.C., the Office of Commission Clerk, 
after the expiration of the Proposed Agency Action (PAA) protest period, should mail each 
regulated water and wastewater utility a copy of the PAA order establishing the index containing 
the information presented in Form PSC/ECR 15 (4/99) and Appendix A (Attachment 1). A cover 
letter from the Director of the Division of Accounting and Finance should be included with the 
mailing of the order (Attachment 2). The entire package will also be made available on the 
Commission’s website. (Frank) 

Staff Analysis:  Staff designed a package (Form PSC/ECR 15 (4/99) and Appendix A), 
attached hereto as Attachment 1, that details the requirements of the Commission’s Index and 
Pass-Through programs. This package has significantly reduced the number of questions 
regarding what the index and pass-through rate adjustments are, how to apply for an adjustment, 
and what needs to be filed to meet the filing requirements.  
 
Staff recommends that the package presented in Form PSC/ECR 15 (4/99) and Appendix A 
(Attachment 1) be mailed to every regulated water and wastewater utility after the expiration of 
the PAA protest period, along with a copy of the PAA order that has become final. The entire 
package will also be made available on the Commission’s website.  
 
In an effort to increase the number of water and wastewater utilities taking advantage of the 
annual price index and pass-through programs, staff is recommending that the attached cover 
letter (Attachment 2) from the Director of the Division of Accounting and Finance be included 
with the mailing of the PAA Order to explain the purpose of the index and pass-through 
applications and that Commission staff is available to assist them. 
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Issue 4:  Should this docket be closed? 

Recommendation:  No. Upon expiration of the 14-day protest period, if a timely protest is not 
received, the decision should become final and effective upon the issuance of a Consummating 
Order. Any party filing a protest should be required to prefile testimony with the protest. 
However, this docket should remain open through the end of the year and be closed upon the 
establishment of the new docket on January 4, 2016. (Villafrate, Frank) 

Staff Analysis:  Uniform Rule 25-22.029(1), F.A.C., contains an exception to the procedural 
requirements set forth in Uniform Rule 28-106.111, F.A.C., providing that “[t]he time for 
requesting a Section 120.569 or 120.57 hearing shall be 14 days from issuance of the notice for 
PAA orders establishing a price index pursuant to Section 367.081(4)(a), F.S.” Therefore, staff 
recommends that the Commission require any protest to the PAA Order in this docket be filed 
within 14 days of the issuance of the PAA Order, and that any party filing the protest should be 
required to prefile testimony with the protest. Upon expiration of the protest period, if a timely 
protest is not received, the decision should become final and effective upon the issuance of a 
Consummating Order. However, this docket should remain open through the end of the year and 
be closed upon the establishment of the new docket on January 4, 2016. 
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FLORIDA PUBLIC SERVICE COMMISSION 
2016 PRICE INDEX APPLICATION 

 TEST YEAR ENDED DECEMBER 31, 2015 
 
DEP PWS ID NO. _________________    WATER  WASTEWATER   
DEP WWTP ID NO. ________________ 
 
*2015 Operation and Maintenance Expenses   $  $ 
 
LESS: 
(a)  Pass-through Items: 
      (1)  Purchased Power 
      (2)  Purchased Water 
**  (3)  Purchased Wastewater Treatment 
***(4)  New DEP Required Water Testing 
***(5)  New DEP Required Wastewater Testing 
      (6)  NPDES Fees 
(b)  Rate Case Expense Included in 

2015 Expenses 
(c)  Adjustments to O & M Expenses from 

last rate case, if applicable: 
(1) 
(2)       ________  ________ 

 
Costs to be Indexed      $  $ 
Multiply by change in GDP Implicit 
  Price Deflator Index              .0129         .0129 
 
Indexed Costs       $  $ 
 
**** Add Change in Pass-Through Items: 
(1) 
(2) 
 
Divide Index and Pass-Through Sum by 
  Expansion Factor for Regulatory 
  Assessment Fees                  .955             .955 
 
Increase in Revenue      $  $ 
***** Divide by 2015 Revenue     __________  __________ 
 
Percentage Increase in Rates         %                 % 

 =========   ========= 
 
 EXPLANATORY NOTES APPEAR ON THE FOLLOWING PAGE 
PSC/ECR 15 (04/99) 
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PAGE 1 NOTES 
 

* This amount must match 2015 annual report. 
 
** This may include government-mandated disposal fees. 
 
*** Daily, weekly, or monthly testing required by the Department of Environmental 

Protection (DEP) not currently included in the utility's rates. Or additional tests required 
by the DEP during the 12-month period prior to filing by the utility and/or changes to the 
frequency of existing test(s) required by the DEP during the 12-month period prior to 
filing by the utility. 

 
**** This may include an increase in purchased power, purchased water, purchased 

wastewater treatment, required DEP testing, and ad valorem taxes, providing that those 
increases have been incurred within the 12-month period prior to the submission of the 
pass-through application. Pass-through NPDES fees and increases in regulatory 
assessment fees are eligible as pass-through costs but not subject to the twelve month 
rule. DEP water and wastewater testing pass-throughs require invoices. See Rule 25-
30.425, F.A.C. for more information. 

 
***** If rates changed after January 1, 2015, the book revenues must be adjusted to show the 

changes and an explanation of the calculation should be attached to this form. See 
Annualized Revenue Worksheet for instructions and a sample format. 
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ANNUALIZED REVENUE WORKSHEET 
 
Have the rates charged for customer services changed since January 1, 2015? 
 
( ) If no, the utility should use actual revenues. This form may be disregarded. 
 
( ) If yes, the utility must annualize its revenues. Read the remainder of this form. 
 
Annualizing calculates the revenues the utility would have earned based upon 2015 customer 
consumption at the most current rates in effect. To complete this calculation, the utility will need 
consumption data for 2015 to apply to the existing rate schedule. Below is a sample format 
which may be used. 
 
 CALCULATION OF ANNUALIZED REVENUES* 
 Consumption Data for 2015 
 
                     Number of                     Current          Annualized 
                    Bill/Gal. Sold      X         Rates              Revenues 
Residential Service: 
 
Bills:  5/8"x3/4" meters   .............  .......    .......... 
1" meters    .............  .......    .......... 
1 2" meters    .............  .......    .......... 
2" meters    .............  .......    .......... 
Gallons Sold    .............  .......    .......... 
  
General Service: 
 
Bills:  5/8"x3/4" meters   ..............    .......    .......... 
1" meters             ..............    .......    .......... 
1 2" meters           ..............    .......    .......... 
2" meters             ..............    .......    .......... 
3" meters    ..............    .......    .......... 
4" meters    ..............     .......    .......... 
6" meters     ..............     .......    .......... 
Gallons Sold      ..............     .......    .......... 
            
Total Annualized Revenues for 2015             $            
 
* Annualized revenues must be calculated separately if the utility consists of both a water 
system and a wastewater system. This form is designed specifically for utilities using a base 
facility charge rate structure. If annualized revenues must be calculated and further assistance is 
needed, contact the Commission Staff at (850) 413-6900. 
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Appendix A 
 

PRICE INDEX ADJUSTMENTS IN RATES 
Section 367.081(4)(a), (c), (d), (e), and (f) Florida Statutes 
Rule 25-30.420, Florida Administrative Code 
Sample Affirmation Affidavit 
Notice to Customers 
 
Sections 367.081(4)(a), (c), (d), (e), and (f), Florida Statutes 
(4)(a) On or before March 31 of each year, the commission by order shall establish a price increase or 
decrease index for major categories of operating costs incurred by utilities subject to its jurisdiction 
reflecting the percentage of increase or decrease in such costs from the most recent 12-month historical 
data available. The commission by rule shall establish the procedure to be used in determining such 
indices and a procedure by which a utility, without further action by the commission, or the commission 
on its own motion, may implement an increase or decrease in its rates based upon the application of the 
indices to the amount of the major categories of operating costs incurred by the utility during the 
immediately preceding calendar year, except to the extent of any disallowances or adjustments for those 
expenses of that utility in its most recent rate proceeding before the commission. The rules shall provide 
that, upon a finding of good cause, including inadequate service, the commission may order a utility to 
refrain from implementing a rate increase hereunder unless implemented under a bond or corporate 
undertaking in the same manner as interim rates may be implemented under s. 367.082. A utility may not 
use this procedure between the official filing date of the rate proceeding and 1 year thereafter, unless the 
case is completed or terminated at an earlier date. A utility may not use this procedure to increase any 
operating cost for which an adjustment has been or could be made under paragraph (b), or to increase its 
rates by application of a price index other than the most recent price index authorized by the commission 
at the time of filing.  
(c) Before implementing a change in rates under this subsection, the utility shall file an affirmation under 
oath as to the accuracy of the figures and calculations upon which the change in rates is based, stating that 
the change will not cause the utility to exceed the range of its last authorized rate of return on equity. 
Whoever makes a false statement in the affirmation required hereunder, which statement he or she does 
not believe to be true in regard to any material matter, is guilty of a felony of the third degree, punishable 
as provided in s. 775.082, s. 775.083, or s. 775.084.  
(d) If, within 15 months after the filing of a utility's annual report required by s. 367.121, the commission 
finds that the utility exceeded the range of its last authorized rate of return on equity after an adjustment 
in rates as authorized by this subsection was implemented within the year for which the report was filed 
or was implemented in the preceding year, the commission may order the utility to refund, with interest, 
the difference to the ratepayers and adjust rates accordingly. This provision shall not be construed to 
require a bond or corporate undertaking not otherwise required.  
(e) Notwithstanding anything herein to the contrary, a utility may not adjust its rates under this subsection 
more than two times in any 12-month period. For the purpose of this paragraph, a combined application 
or simultaneously filed applications that were filed under the provisions of paragraphs (a) and (b) shall be 
considered one rate adjustment.  
(f) The commission may regularly, not less often than once each year, establish by order a leverage 
formula or formulae that reasonably reflect the range of returns on common equity for an average water 
or wastewater utility and which, for purposes of this section, shall be used to calculate the last authorized 
rate of return on equity for any utility which otherwise would have no established rate of return on equity. 
In any other proceeding in which an authorized rate of return on equity is to be established, a utility, in 
lieu of presenting evidence on its rate of return on common equity, may move the commission to adopt 
the range of rates of return on common equity that has been established under this paragraph. 
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25-30.420 Establishment of Price Index, Adjustment of Rates; Requirement of Bond; Filings After 
Adjustment; Notice to Customers.  
 
(1) The Commission shall, on or before March 31 of each year, establish a price increase or decrease 
index as required by section 367.081(4)(a), F.S.  The Division of the Commission Clerk and 
Administrative Services shall mail each regulated water and wastewater utility a copy of the proposed 
agency action order establishing the index for the year and a copy of the application. Form PSC/ECR 15 
(04/99), entitled AIndex Application@, is incorporated into this rule by reference and may be obtained from 
the Commission=s Division of Economic Regulation.  Applications for the newly established price index 
will be accepted from April 1 of the year the index is established through March 31 of the following year. 
(a) The index shall be applied to all operation and maintenance expenses, except for amortization of 
rate case expense, costs subject to pass-through adjustments pursuant to section 367.081(4)(b), F.S., and 
adjustments or disallowances made in a utility's most recent rate proceeding.  
(b) In establishing the price index, the Commission will consider cost statistics compiled by 
government agencies or bodies, cost data supplied by utility companies or other interested parties, and 
applicable wage and price guidelines.  
(2) Any utility seeking to increase or decrease its rates based upon the application of the index 
established pursuant to subsection (1) and as authorized by section 367.081(4)(a), F.S., shall file an 
original and five copies of a notice of intention and the materials listed in (a) through (i) below with the 
Commission's Division of Economic Regulation at least 60 days prior to the effective date of the increase 
or decrease.  The adjustment in rates shall take effect on the date specified in the notice of intention unless 
the Commission finds that the notice of intention or accompanying materials do not comply with the law, 
or the rules or orders of the Commission. The notice shall be accompanied by:  
(a) Revised tariff sheets;  
(b) A computation schedule showing the increase or decrease in annual revenue that will result when 
the index is applied;  
(c) The affirmation required by section 367.081(4)(c), F.S.;  
(d) A copy of the notice to customers required by subsection (6);  
(e) The rate of return on equity that the utility is affirming it will not exceed pursuant to section 
367.081(4)(c), F.S.; 
(f) An annualized revenue figure for the test year used in the index calculation reflecting the rate 
change, along with an explanation of the calculation, if there has been any change in the utility's rates 
during or subsequent to the test year;  
(g) The utility's Department of Environmental Protection Public Water System identification number 
and Wastewater Treatment Plant Operating Permit number. 
(h) A statement that the utility does not have any active written complaints, corrective orders, consent 
orders, or outstanding citations with the Department of Environmental Protection (DEP) or the County 
Health Department(s) or that the utility does have active written complaints, corrective orders, consent 
orders, or outstanding citations with the DEP or the County Health Department(s). 
(i) A copy of any active written complaints, corrective orders, consent orders, or outstanding 
citations with the Department of Environmental Protection (DEP) or the County Health Department(s). 
(3) If the Commission, upon its own motion, implements an increase or decrease in the rates of a 
utility based upon the application of the index established pursuant to subsection (1) and as authorized by 
section 367.081(4)(a), F.S., the Commission will require a utility to file the information required in 
subsection (2).  
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(4) Upon a finding of good cause, the Commission may require that a rate increase pursuant to 
section 367.081(4)(a), F.S., be implemented under a bond or corporate undertaking in the same manner as 
interim rates. For purposes of this subsection, "good cause" shall include:  
(a) Inadequate service by the utility;  
(b) Inadequate record-keeping by the utility such that the Commission is unable to determine whether 
the utility is entitled to implement the rate increase or decrease under this rule.  
(5) Prior to the time a customer begins consumption at the rates established by application of the 
index, the utility shall notify each customer of the increase or decrease authorized and explain the reasons 
therefore. 
(6) No utility shall file a notice of intention pursuant to this rule unless the utility has on file with the 
Commission an annual report as required by Rule 25-30.110(3), F.A.C., for the test year specified in the 
order establishing the index for the year. 
(7) No utility shall implement a rate increase pursuant to this rule within one year of the official date 
that it filed a rate proceeding, unless the rate proceeding has been completed or terminated. 
 
Specific Authority: 350.127(2), 367.081(4)(a), 367.121(1)(c), 367.121(1)(f), F.S.  Law Implemented: 
367.081(4), 367.121(1)(c), 367.121(1)(g), F.S.  History:  New 04/05/81, Amended 09/16/82, Formerly 25-
10.185, Amended 11/10/86, 06/05/91, 04/18/99, 12/12/03. 
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AFFIRMATION 
 

 
I, ___________________________________, hereby affirm that the figures and calculations 
upon which the change in rates is based are accurate and that the change will not cause 
_______________________________   to exceed the range of its last  
                 (Utility Name) 
authorized rate of return on equity, which is ___________________. 
 
I, the undersigned/officer of the above-named utility, have read the foregoing and declare that, to 
the best of my knowledge and belief, the information contained in this application is true and 
correct. 
 
This affirmation is made pursuant to my request for a 2016 price index and/or pass-through rate 
increase, in conformance with Section 367.081(4)(c), Florida Statutes. 
 
Further, I am aware that pursuant to Section 837.06, Florida Statutes, whoever knowingly makes 
a false statement in writing with the intent to mislead a public servant in the performance of his 
official duty shall be guilty of a misdemeanor of the second degree. 
 
 

Signature: ________________________ 
Title: ____________________________ 
Telephone Number:  ________________ 
Fax Number: ______________________ 

 
 
Sworn to and subscribed before me this _____________________ day of 
____________________, 20__. 
 
 
 
My Commission expires: 
 
 
(SEAL) 
 
 

_________________________ 
Notary Public 
State of Florida 
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STATEMENT OF QUALITY OF SERVICE 
 

Pursuant to Rule 25-30.420(2)(h) and (i), Florida Administrative Code,  
_______________________________. 
(Utility Name) 
 
[ ] does not have any active written complaints, corrective orders, consent orders, or outstanding 
citations with the Department of Environmental Protection (DEP) or the County Health 
Departments. 
 
[ ] does have the attached active written complaint(s), corrective order(s), consent order(s), or 
outstanding citation(s) with the DEP or the County Health Department(s). The attachment(s) 
includes the specific system(s) involved with DEP permit number and the nature of the active 
complaint, corrective order, consent order, or outstanding citation. 
 
This statement is intended such that the Florida Public Service Commission can make a 
determination of quality of service pursuant to Section 367.081(4)(a), Florida Statutes, and Rule 
25-30.420(4)(a), Florida Administrative Code. 
 
 
 
 

Name:  _____________________________ 
Title:  _____________________________ 
Telephone Number: __________________ 
Fax Number:  _______________________ 
Date: _____________________________  
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NOTICE TO CUSTOMERS 
 
Pursuant to Section 367.081(4)(a), Florida Statutes, water and wastewater utilities are permitted 

to adjust the rates and charges to its customers without those customers bearing the additional 

expense of a public hearing. These adjustments in rates would depend on increases or decreases 

in noncontrollable expenses subject to inflationary pressures such as chemicals, and other 

general operation and maintenance costs. 

 

On ______________________, __________________________________ 

(date)    (name of company) 

 

filed its notice of intention with the Florida Public Service Commission to increase water and 

wastewater rates in _____________ County pursuant to this Statute. The filing is subject to 

review by the Commission Staff for accuracy and completeness. Water rates will increase by 

approximately ______% and wastewater rates by ______%. These rates should be reflected for 

service rendered on or after  _____________________.(date) 
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PASS-THROUGH RATE ADJUSTMENTS IN RATES 

Section 367.081(4)(b), Florida Statutes 
Rule 25-30.425, Florida Administrative Code 
Waiver Form 
Sample Affirmation Affidavit 
Notice to Customers 
 
Section 367.081(4)(b), Florida Statutes 
(b) The approved rates of any utility which receives all or any portion of its utility service from a 
governmental authority or from a water or wastewater utility regulated by the commission and which 
redistributes that service to its utility customers shall be automatically increased or decreased without 
hearing, upon verified notice to the commission 45 days prior to its implementation of the increase or 
decrease that the rates charged by the governmental authority or other utility have changed. The approved 
rates of any utility which is subject to an increase or decrease in the rates or fees that it is charged for 
electric power, the amount of ad valorem taxes assessed against its used and useful property, the fees 
charged by the Department of Environmental Protection in connection with the National Pollutant 
Discharge Elimination System Program, or the regulatory assessment fees imposed upon it by the 
commission shall be increased or decreased by the utility, without action by the commission, upon 
verified notice to the commission 45 days prior to its implementation of the increase or decrease that the 
rates charged by the supplier of the electric power or the taxes imposed by the governmental authority, or 
the regulatory assessment fees imposed upon it by the commission have changed. The new rates 
authorized shall reflect the amount of the change of the ad valorem taxes or rates imposed upon the utility 
by the governmental authority, other utility, or supplier of electric power, or the regulatory assessment 
fees imposed upon it by the commission. The approved rates of any utility shall be automatically 
increased, without hearing, upon verified notice to the commission 45 days prior to implementation of the 
increase that costs have been incurred for water quality or wastewater quality testing required by the 
Department of Environmental Protection. The new rates authorized shall reflect, on an amortized basis, 
the cost of, or the amount of change in the cost of, required water quality or wastewater quality testing 
performed by laboratories approved by the Department of Environmental Protection for that purpose. The 
new rates, however, shall not reflect the costs of any required water quality or wastewater quality testing 
already included in a utility's rates. A utility may not use this procedure to increase its rates as a result of 
water quality or wastewater quality testing or an increase in the cost of purchased water services, sewer 
services, or electric power or in assessed ad valorem taxes, which increase was initiated more than 12 
months before the filing by the utility. The provisions of this subsection do not prevent a utility from 
seeking a change in rates pursuant to the provisions of subsection (2).  
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25-30.425 Pass Through Rate Adjustment. 
 
The verified notice to the Commission of an adjustment of rates under the provisions of Section 
367.081(4)(b), F.S., shall be made in the following manner: 
(1) Prior to an adjustment in rates because of an increase or decrease in purchased utility service, the 
utility shall file: 
(a) A certified copy of the order, ordinance or other evidence whereby the rates for utility service are 
increased or decreased by the governmental agency or by a water or wastewater utility regulated by the 
Commission, along with evidence of the utility service rates of that governmental agency or water or 
wastewater utility in effect on January 1 of each of the three preceding years. 
(b) A statement setting out by month the charges for utility services purchased from the governmental 
agency or regulated utility for the most recent 12-month period. 
(c) 1. A statement setting out by month the gallons of water or wastewater treatment purchased from the 
governmental agency or regulated utility for the most recent 12-month period. If wastewater treatment 
service is not based on a metered flow, the number of units by which the service is measured shall be 
stated. 
2. A statement setting out by month gallons of water and units of wastewater service sold by the utility for 
the most recent 12-month period. 
(d) A statement setting out by month the gallons of water or wastewater treatment purchased from any 
other government entity or utility company. 
(e) A statement setting out by month the gallons of water pumped or wastewater treated by the utility 
filing the verified notice. 
(f) If the total water available for sale is in excess of 110% of the water sold, a statement explaining the 
unaccounted for water. 
(2) Prior to an adjustment in rates because of an increase or decrease in the charge for electric power the 
utility shall file with the Commission: 
(a) A certified copy of the order, ordinance or other evidence which establishes that the rates for electric 
power have been increased or decreased by the supplier, along with evidence of the electric power rates of 
the supplier in effect on January 1 of each of the three preceding years. 
(b) A schedule showing, by month, the charges for electric power and consumption for the most recent 12 
month period, the charges that would have resulted had the new electric rates been applied, and the 
difference between the charges under the old rates and the charges under the new rates. 
(c) A statement outlining the measures taken by the utility to conserve electricity. 
(3) Prior to an adjustment in rates because of an increase or decrease in ad valorem taxes the utility shall 
file with the Commission: 
(a) A copy of the ad valorem tax bills which increased or decreased and copies of the previous three years' 
bills; if copies have been submitted previously, a schedule showing the tax total only is acceptable; and  
(b) A calculation of the amount of the ad valorem taxes related to that portion of the water or wastewater 
plant not used and useful in providing utility service. 
(4) Prior to an adjustment in rates because of an increase or decrease in the costs of water quality or 
wastewater quality testing required by the Department of Environmental Protection (DEP), or because of 
an increase or decrease in the fees charged by DEP in connection with the National Pollutant Discharge 
Elimination System Program, the utility shall file with the Commission: 
(a) A copy of the invoice for testing; 
(b) Calculation of the amortized amount. 
(5) In addition to subsections (1), (2), (3), and (4) above, the utility shall also file: 
(a) A schedule of proposed rates which will pass the increased or decreased costs on to the customers in a 
fair and nondiscriminatory manner and on the basis of current customers, and a calculation showing how 
the rates were determined; 
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(b) A statement, by class of customer and meter size, setting out by month the gallons of water and units 
of wastewater service sold by the utility for the most recent 12 month period.  This statement shall not be 
required in filings for the pass through of increased regulatory assessment fees or ad valorem taxes; 
(c) The affirmation reflecting the authorized rate of return on equity required by Section 367.081(4)(c), 
F.S.; 
(d) A copy of the notice to customers required by subsection (7) of this rule; 
(e) Revised tariff sheets reflecting the increased rates; 
(f) The rate of return on equity that the utility is affirming it will not exceed pursuant to Section 
367.081(4)(c), F.S.; and 
(g) The utility's DEP Public Water System identification number and Wastewater Treatment Plant 
Operating Permit number; 
(6) The amount authorized for pass through rate adjustments shall not exceed the actual cost incurred and 
shall not exceed the incremental increase or decrease for the 12-month period.  Foregone pass through 
decreases shall not be used to adjust a pass through increase below the actual cost incurred. 
(7) In order for the Commission to determine whether a utility which had adjusted its rates pursuant to 
Section 367.081(4)(b), F.S., has thereby exceeded the range of its last authorized rate of return, the 
Commission may require a utility to file the information required in Rule 25- 30.437, F. A. C., for the test 
year specified. 
(8) Prior to the time a customer begins consumption at the adjusted rates, the utility shall notify each 
customer of the increase authorized and explain the reasons for the increase. 
(9) The utility shall file an original and five copies of the verified notice and supporting documents with 
the Division of Economic Regulation. The rates shall become effective 45 days after the official date of 
filing. The official date of filing for the verified notice to the Commission of adjustment in rates shall be 
at least 45 days before the new rates are implemented. 
 
Specific Authority 350.127(2), 367.121(1)(c), (f) FS.  Law Implemented 367.081(4), 367.121(1)(c), (g) FS.  
History-New 6-10-75, Amended 4-5-79, 4-5-81, 10-21-82, Formerly 25-10.179, Amended 11-10-86, 6-5-
91, 4-18-99. 
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WAIVER 

 

_______________________________________________ hereby waives the right to implement 

a pass-through rate increase within 45 days of filing, as provided by Section 367.081(4)(b), 

Florida Statutes, in order that the pass-through and index rate increase may both be implemented 

together 60 days after the official filing date of this notice of intention. 

 

 Signature: ___________________________ 

 Title: _______________________________ 

 

(To be used if an index and pass-through rate increase are requested jointly.) 
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AFFIRMATION 

 

I, ___________________________________, hereby affirm that the figures and calculations 
upon which the change in rates is based are accurate and that the change will not cause 
_______________________________   to exceed the range of its last  
        (Utility Name) 
authorized rate of return on equity, which is ___________________. 
 
I, the undersigned/officer of the above-named utility, have read the foregoing and declare that, to 
the best of my knowledge and belief, the information contained in this application is true and 
correct. 
 
This affirmation is made pursuant to my request for a 2016 price index and/or pass-through rate 
increase, in conformance with Section 367.081(4)(c), Florida Statutes. 
 
Further, I am aware that pursuant to Section 837.06, Florida Statutes, whoever knowingly makes 
a false statement in writing with the intent to mislead a public servant in the performance of his 
official duty shall be guilty of a misdemeanor of the second degree. 
 
 

Signature: ____________________  
Title: ________________________  
Telephone Number: ____________  
Fax Number:  _________________  

 
 
 
Sworn to and subscribed before me this _____________________ day of 
____________________, 20__. 
 
 
 
My Commission expires: 
 
(SEAL) 
 
 

_________________________ 
Notary Public 
State of Florida 
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NOTICE TO CUSTOMERS 

 

Pursuant to Section 367.081(4)(b), Florida Statutes, water and wastewater utilities are permitted 

to pass through, without a public hearing, a change in rates resulting from: an increase or 

decrease in rates charged for utility services received from a governmental agency or another 

regulated utility and which services were redistributed by the utility to its customers;  an increase 

or decrease in the rates that it is charged for electric power, the amount of ad valorem taxes 

assessed against its used and useful property, the fees charged by the Department of 

Environmental Protection in connection with the National Pollutant Discharge Elimination 

System Program, or the regulatory assessment fees imposed upon it by the Commission;  and 

costs incurred for water quality or wastewater quality testing required by the Department of 

Environmental Protection. 

 

On ______________________, _______________________________ 

(date)    (name of company) 

filed its notice of intention with the Florida Public Service Commission to increase water and 

wastewater rates in ______________ County pursuant to this Statute. The filing is subject to 

review by the Commission Staff for accuracy and completeness. Water rates will increase by 

approximately ______% and wastewater rates by ______%. These rates should be reflected on 

your bill for service rendered on or after ________________________.(date) 

 

If you should have any questions, please contact your local utility office. Be sure to have your 

account number handy for quick reference. 
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Month Day, 2016 

All Florida Public Service Commission 
Regulated Water & Wastewater Utilities 

Re: Docket No. 150005-WS- 2016 Price Index 

Dear Utility Owner: 

Since March 31, 1981, pursuant to the guidelines established by Section 367.081(4)(a), 
Florida Statutes (F.S.), and Rule 25-30.420, Florida Administrative Code (F.A.C.), the 
Commission has established a price index increase or decrease for major categories of operating 
costs. The intent of this rule is to insure that inflationary pressures are not detrimental to utility 
owners, and that any possible deflationary pressures are not adverse to rate payers. By keeping up 
with index and pass-through adjustments, utility operations can be maintained at a level sufficient 
to insure quality of service for the rate payers. 

Pursuant to Rule 25-30.420(l)(a), F.A.C. , all operation and maintenance expenses shall be 
indexed with the exception of: 

a) Pass-through items pursuant to Section 367.081(4)(b), F.S. ; 

b) Any amortization of rate case expense; and 

c) Disallowances or adjustments made in an applicant's most recent rate proceeding. 

Upon the filing of a request for an index and/or pass-through increase, staff will review 
the application and modify existing rates accordingly. If for no other reason than to keep up with 
escalating costs, utilities throughout Florida should file for this rate relief on an annual basis . 
Utilities may apply for a 2016 Price Index anytime between April 1, 2016, through March 31 , 
2017. The attached package will answer questions regarding what the index and pass-through rate 
adjustments are, how to apply for an adjustment, and what needs to be filed in order to meet the 
filing requirements. While this increase for any given year may be minor, (see chart below), the 
long-run effect of keeping current with rising costs can be substantial. 
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All Florida Public Service Commission 
Regulated Water & Wastewater Utilities 
Page 2 
Month Day, 2016 

Annual 
Year Commission 

Approved Index 
1991 4.12% 
1992 3.63% 
1993 3.33% 
1994 2.56% 
1995 1.95% 
1996 2.49% 
1997 2.13% 
1998 2.10% 
1999 1.21% 
2000 1.36% 
2001 2.50% 
2002 2.33% 
2003 1.31% 

Year 

2004 
2005 
2006 
2007 
2008 
2009 
2010 
2011 
2012 
2013 
2014 
2015 
2016 

Annual 
Commission 

Approved Index 
1.60% 
2.17% 
2.74% 
3.09% 
2.39% 
2.55% 
0.56% 
1.18% 
2.41 % 
1.63% 
1.41 % 
1.57% 
1.29% 

t-@ 
Attachment/ 

Page 2 of2 

Please be aware that pursuant to Section 837.06, F.S., whoever knowingly makes a false 
statement in writing with the intent to mislead a public servant in the performance of his official 
duty shall be guilty of a misdemeanor of the second degree. 

Our staff is available at (850) 413-6900 should you need assistance with your filing. If 
you have any questions, please do not hesitate to call . 

Enclosures 
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Sincerely, 

Andrew L. Maurey 

Director 
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State of Florida 

DATE: 

TO: 

FROM: 

RE: 

Public Service Commission 
CAPITAL CIRCLE OFFICE CENTER • 2540 SHUMARD OAK BOULEVARD 

TALLAHASSEE, FLORIDA 32399-0850 

November 18, 2015 

Office of Commission Clerk (Stauffer) 1\\t\ _·"'f.~ 
~s \f \ ~~w At-M 

Division of Accounting and Finance (Smith, Mourin~ .J 
Office ofthe General Counsel (Brownless) ~ ~ 

Docket No. 150137-SU- Petition for approval to defer legal expenses associated 
with the resolution of land use issues for utility treatment facilities that are located 
in Polk County by WestLakeland Wastewater, Inc .. 

AGENDA: 12/03/15- Regular Agenda- Proposed Agency Action- Interested Persons May 
Participate 

COMMISSIONERS ASSIGNED: All Commissioners 

PREHEARING OFFICER: Administrative 

CRITICAL DATES: None 

SPECIAL INSTRUCTIONS: None 

Case Background 

West Lakeland Wastewater, Inc. (West Lakeland or utility) is a Class C wastewater utility that 
serves approximately 302 customers in Polk County. Water service is provided by the City of 
Lakeland. According to West Lakeland's 2014 annual report, total gross revenues were $116,063 
and total operating expenses were $120,000, resulting in a net loss of$3,937. 

By letter dated March 26, 2009, West Lakeland gave notice of abandonment effective June 30, 
2009. On May 13, 2009, the Polk County Attorney filed a Petition for Appointment of Receiver 
for West Lakeland in the Circuit Court of the Tenth Judicial Circuit (Circuit Court). The Circuit 
Court appointed Mr. Mike Smallridge as receiver for the wastewater system. On September 8, 

FPSC Commission Clerk
FILED NOV 18, 2015DOCUMENT NO. 07297-15FPSC - COMMISSION CLERK
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2009, the Commission acknowledged West Lakeland’s abandonment and the Court’s 
appointment of Mr. Smallridge as receiver.1  
 
On March 3, 2013, Mr. Smallridge sent a letter to the Commission requesting that a docket be 
opened to transfer Certificate No. 515-S from West Lakeland, Inc. to West Lakeland 
Wastewater, LLC. This application was withdrawn by the utility in a letter dated September 11, 
2014. 
 
On April 23, 2015, West Lakeland filed a petition for approval to defer expenses associated with 
a lawsuit to obtain an easement to its ponds and spray fields, and to amortize these expenses over 
three years. The total legal costs to date associated with this litigation are $6,245.  
 

 

                                                 
1 Order No. PSC-09-0607-FOF-SU as amended by PSC-09-0607A-FOF-SU, issued February 16, 2010, in Docket 
No. 090154-SU, In re:  Notice of abandonment of wastewater system for The Village of Lakeland Mobile Home 
Park in Polk County, by West Lakeland Wastewater, Inc. 
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  Discussion of Issues 

Issue 1: Should the Commission approve West Lakeland Wastewater, Inc.’s petition to defer 
expenses related to obtaining an easement to its clearing ponds and spray fields? 

Recommendation:  Yes. The Commission should approve the petition by West Lakeland to 
defer the legal expenses associated with obtaining an easement to its ponds and spray field. 
(Smith) 
 
Staff Analysis:  On April 23, 2015, West Lakeland filed a letter seeking approval to defer 
expenses associated with a lawsuit to obtain an easement to its ponds and spray fields, and to 
amortize these expenses over three years. The utility has stated the total legal costs to date 
associated with this litigation are $6,245. 
 
The 2013 transfer application was withdrawn because the utility did not own or have a long-term 
lease for the land on which the ponds and spray fields are located. Rule 25-30.037(2)(Q), F.A.C., 
requires “evidence that the utility owns the land upon which the utility treatment facilities are 
located, or a copy of an agreement which provides for the continued use of the land, such as a 
99-year lease. The Commission may consider a written easement or other cost-effective 
alternative.” 
 
The concept of deferral accounting allows companies to defer costs due to events beyond their 
control and seek recovery through rates at a later time. The alternative would be for the company 
to seek a rate case each time it experiences an exogenous event. To ensure that the utility is given 
the opportunity to recover the reasonable costs associated with the process of obtaining an 
easement, staff recommends that the Commission approve the utility’s petition to defer expenses 
related to obtaining an easement to its ponds and spray fields.  
 
The expenses in the instant docket relate to legal fees incurred by the utility in trying to obtain an 
easement to property which contain the ponds and spray field. Since this situation is still 
ongoing, creating a regulatory asset is not possible at this time. Upon completion of a fully 
executed easement, Mr. Smallridge would be able to file for the establishment and recovery of 
the deferred legal fees through a regulatory asset. Therefore, staff recommends the Commission 
approve the petition by West Lakeland to defer the legal expenses associated with obtaining an 
easement to its ponds and spray field.   
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Issue 2:  Should West Lakeland file a transfer application within 90 days of a fully executed 
easement? 

Recommendation:  Yes. (Smith) 

Staff Analysis:  In Docket Nos. 140174-WU and 140176-WU, the Commission imposed 
conditions on any new purchases of Commission-regulated utilities by Mr. Smallridge.2 
Condition number 5 states, “If Michael Smallridge purchases, either directly or indirectly, any 
other Commission-regulated utilities prior to December 31, 2017, an application for transfer shall 
be submitted within 90 days of such purchase.” Despite the fact that Mr. Smallridge was already 
appointed receiver of West Lakeland when the Commission rendered its decision, staff believes 
the underlying reasons for this condition apply in this case. Therefore, staff is recommending Mr. 
Smallridge be required to file for a transfer within 90 days of a fully executed easement. 
 

                                                 
2 Order No. PSC-15-0420-PAA-WU, issued October 5, 2015, in Docket No. 140174-WU, Notice of Proposed 
Agency Action Order approving transfer of Certificate No. 117-W and setting new book value for transfer purposes; 
and Order No. PSC-15-0422-PAA-WU, issued October 6, 2015, in Docket No. 140176-WU, Notice of Proposed 
Agency Action Order approving transfer of Certificate No. 116-W and setting new book value for transfer purposes. 
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Issue 3:  Should this docket be closed? 

Recommendation:  If a person whose substantial interests are affected by the proposed 
agency action does not file a protest within 21 days of the issuance of the order, a consummating 
order should be issued and this docket should be closed.  (Brownless, Smith) 

Staff Analysis:  If a person whose substantial interests are affected by the proposed agency 
action does not file a protest within 21 days of the issuance of the order, a consummating order 
should be issued and this docket should be closed. 
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State of Florida

Public Service Commission
Capital Circle Office Center • 2540 Shumard Oak Boulevard

Tallahassee, Florida 32399-0850

-M-E-M-O-R-A-N-D-U-M-

DATE:

TO:

FROM:

RE:

November 18, 2015

Office of Commission Clerk (Stauffer) fPffice of Commission Clerk (Stauffer) ^ ^
Division ofEngineering (Hill, King)^^^ ^
Division ofAccounting and Finar^ |̂̂ letct\er, Frank,^orris)

Office of the General Counsel (Mapp, Brownless)
Division of Economics (Bruce)i^"^2^'^-^' /AJ -n/P , , , ,r\ V

e'ss) mh>^
Docket No. 150091-WS - Application for approval of transfer of Certificate Nos.
490-W and 425-S from East Marion Sanitary Systems, Inc. to East Marion
Utilities, LLC, in Marion County.

AGENDA: 12/03/15 - Regular Agenda - Proposed Agency Action for Issue 2 - Interested
Persons May Participate

COMMISSIONERS ASSIGNED: All Commissioners

PREHEARING OFFICER: Patronis

CRITICAL DATES: None

SPECIAL INSTRUCTIONS: None

Case Background

On March 20, 2015, East Marion Sanitary Systems, Inc. (Utility or seller) filed an application for
the transfer of Certificate Nos. 490-W and 425-S to East Marion Utilities, LLC (buyer) in
Marion County. The service area is located in the St. Johns River Water Management District
and is in a water resource caution area. According to the Utility's 2014 Annual Report, the
Utility serves 103 water customers and 92 wastewater customers with operating revenue of
$59,272, which designates it as a Class C utility.

FPSC Commission Clerk
FILED NOV 18, 2015DOCUMENT NO. 07309-15FPSC - COMMISSION CLERK
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Certificate Nos. 490-W and 425-S were originally granted in 1987J In 1990 and 1997, there
were transfers of majority organizational control? The rates and charges for utility service were
last approved ina staff-assisted rate case in2002.^

This recommendation addresses the transfer of the water and wastewater systems and the net
book value of the water and wastewater systems at the time of transfer. The Commission has
jurisdiction pursuant to Section 367.071, Florida Statutes (F.S.).

' Order No. 17837, issued July 7, 1987, in Docket No. 870389-WU, In re: Application of East Marion Water
Distribution, Inc.for a certificate to operate a water utility in Marion County, Florida.
^ Order No. 24553, issued May 20, 1991, in Docket No. 900603-WS, In Re: Application for transfer of majority
organizational control ofEast Marion Water Distribution, Inc. and East Marion Sanitary Systems, Inc. in Marion
Countyfrom Penelope A. Wagner, trustee for the Estate ofEric E. Wagner, to Forest Lake Village- Del American
Ltd:, and Order No. PSC-98-0928-FOF-WS, issued July 7, 1998, in Docket No. 971269-WS, In Re: Applicationfor
transfer of majority organizational control of East Marion Sanitary Systems, Inc. and East Marion Water
Distribution, Inc. in Marion Countyfrom Del-American/First Federal of Osceola to Herbert Hein, and change in
name on Certificate No. 490-Wfrom East Marion Water Distribution, Inc. to East Marion Sanitary Systems, Inc.
' Order No. PSC-02-1168-PAA-WS, issued August 26, 2002, in Docket No. 010869-WS, In re: Application for
staff-assisted rate case in Marion County by East Marion Sanitary Systems, Inc.
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Discussion of Issues

Issue 1: Should the transfer of East Marion Sanitary Systems, Inc.'s water and wastewater
systems and Certificate Nos. 490-W and 425-S to East Marion Utilities, LLC be approved?

Recommendation: Yes. The transfer of the water and wastewater systems and Certificate
Nos. 490-W and 425-S is in the public interest and should be approved effective the date of the
Commission vote. The resultant order should serve as the buyer's certificate and should be
retained by the buyer. The existing rates and charges should remain in effect until a change is
authorized by the Commission in a subsequent proceeding. The tariff pages reflecting the
transfer should be effective on or after the stamped approval date on the tariff sheets pursuant to
Rule 25-30.475(1), Florida Administrative Code (F.A.C.). The seller should be responsible for
all Regulatory Assessment Fees (RAFs) payable through the date of closing. The buyer should
be responsible for filing the 2015 Annual Report and all future annual reports, and RAFs
subsequent to the date of closing. (Hill, Frank)

StaffAnalysis:

On March 20, 2015, East Marion Sanitary Systems, Inc. filed an application for approval to
transfer Certificate Nos. 490-W and 425-S to East Marion Utilities, LLC in Marion County
pursuant to Rule 25-30.037, F.A.C. Included within the application was a copy ofa sales contract
dated January 9, 2015 between East Marion Sanitary Systems, Inc. and Florida Utility Services
1, LLC. However, in the August 4, 2015 response to Staffs request for additional information, a
corrected bill of sale was provided, also dated January 9, 2015, between East Marion Sanitary
Systems, Inc. and East Marion Utilities, LLC. East Marion Utilities, LLC was registered with the
Florida Department of State, Division of Corporations on January 12, 2015. East Marion
Utilities, LLC is currently providing water and wastewater services to East Marion Sanitary
Services, Inc.'s customers; however, the certificated entity remains unchanged until the
Conmiission approves the transfer of the certificate.

The application is in compliance with Section 367.071, F.S., and Commission rules concerning
applications for transfer of certificates. The sale occurred on January 9, 2015, contingent upon
Commission approval, pursuant to Section 367.071(1), F.S.

Noticing, Territory, and Land Ownership
The application contains proof of compliance with the noticing provisions set forth in Section
367.071, F.S., and Rule 25-30.030, F.A.C. No objections to the transfer were filed, and the time
for doing so has expired. The application contains a description of the Utility's water and
wastewater service territory, which is appended to this recommendation as Attachment A. The
application contains a copy of a ninety-nine year lease that was executed on February 3, 2003
and assigned to the buyer on September 14, 2015. The lease serves as evidence that the buyer has
the right to continuously occupy and use the land upon which the water treatment facilities are
located pursuant to Rule 25-30.037(2)(q), F.A.C.

Purcliase Agreement and Financing
Pursuant to Rule 25-30.037(2)(g), (h), and (i), F.A.C., the application contains a statement
regarding financing and a copy of the Purchase Agreement, which includes the purchase price.
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terms of payment, and a list of the assets purchased. There are no customer deposits, guaranteed
revenue contracts, developer agreements, customer advances, leases, or debt of the Utility that
must be disposed of with regard to the transfer. According to the purchase agreement, the total
purchaseprice for the water and wastewater assets is $107,000 with $10,000paid at closing, and
the remainder paid through a 10 year note at 6 percent. According to the buyer's registered agent,
Michael Smallridge, the sale closed on January 1, 2015, subject to Commission approval,
pursuant to Section 367.071(1), F.S.

Facility Description and Compliance
The water treatment system consists of a single well with a ground storage tank with a capacity
of 6,000 gallons, and a liquid chlorination system used for disinfection. Wastewater treatment is
performed by an activated sludge domestic wastewater treatment plant. Treatment consists of
flow equalization, aeration, secondary clarification, chlorination, and aerobic digestion of
biosolids with a 0.050 million gallons per day three month average daily flow permitted capacity.
Effluent is disposed of via three rapid infiltration basins. Staff contacted the Florida Department
of Environmental Protection (DEP) concerning the compliance status relative to any Notices of
Violation or any DEP consent orders. DEP stated that the system is not subject to any
outstanding violations or consent orders.

Technical and Financial Ability
Pursuant to Rule 25-30.037(l)(j), F.A.C., the application contains statements describing the
technical and financial ability of the applicant to provide service to the proposed service area. As
referenced in the transfer application, the buyer vvdll fulfill the commitments, obligations and
representation of the seller with regards to utility matters. Also, as referenced in the transfer
application and specified in previous dockets,'̂ Mr. Smallridge was appointed to the Citrus
County Water and Wastewater Authority, the local regulatory body for Citrus County, where he
served for seven years. Mr. Smallridge also served as the "Class C" representative for the
Governors Study Committee for Investor Owned Water and Wastewater Utility Systems in 2013.
Mr. Smallridge maintains a regular yearly schedule of training classes through the Florida Rural
Water Association and completed the NARUC Utility Rate School in 2001. Mr. Smallridge
serves as the appointed circuit court receiver for Four Points Utility Corporation, Bimini Bay
Utilities, and West Lakeland Wastewater, Inc. Mr. Smallridge also ovms Pinecrest Utilities,
LLC, Crestridge Utilities, LLC, and Holiday Gardens Utilities, LLC. In addition, Florida Utility
Services 1, LLC, which is owned and operated by Mr. Smallridge, purchased Charlie Creek
Utilities, LLC.^ In total, Mr. Smallridge owns, is the receiver of, or is the manager of a total of
eight Class C water and wastewater facilities, seven ofwhich are regulated by the Commission.

Staff reviewed Mr. Smallridge's personal financial statements and tax returns, as well as the
financial statements and tax returns of Florida Utility Services 1, LLC. Mr. Smallridge also
provided staff with a three-year capital expenditure and funding estimate^ which included the

^ Docket No. 140174-WU, In re: Application for approval of transfer of Certificate No. 117-Wfrom Crestridge
Utilities Corporation to Crestridge Utilities, LLC, in Pasco County; Docket No. 140176-WU, In re: Applicationfor
approval of transfer of Certificate No. 116-Wfrom Holidcy Gardens Utilities, Inc. to Holiday Gardens Utilities,
LLC, in Pasco County.
^An application for original certificate was submitted with the Commission on August 21,2015.
^ Document No. 04029-15, filed June 30,2015.
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status of recent improvements and indicates access to additional sources of capital as well. It
should also be noted that the buyer has accepted responsibility over the Commission-ordered
refunds that were required of the previous owner.^ Based on the above, the buyer has
demonstrated the technical and financial ability to provide service to the existing service
territory.

Based on the above, staff believes the buyer has demonstrated the technical and financial ability
to provide service to the existing service territory.

Rates and Charges
The Utility's rates and charges were last approved in a 2002 staff-assisted rate case.^ The
Utility's miscellaneous service charges were amended in2009.^ Since the Utility's last rate case,
the rates have been changed by four price index rate increases and a rate decrease to remove an
expired rate case expense amortization. The Utility's existing rates and charges are shown on
Schedule No. 1 for water and Schedule No. 2 for wastewater. Rule 25-9.044(1), F.A.C., provides
that, in the case of a change of ownership or control of a utility, the rates, classifications, and
regulations of the former owner must continue unless authorized to change by this Commission.
Therefore, staff recommends that the Utility's existing rates and charges remain in effect until a
change is authorized by this Commission in a subsequent proceeding.

Regulatory Assessment Fees and Annual Reports
Staff has verified that the Utility is current on the filing of annual reports and RAFs through
December 31, 2014. The seller v^dll be responsible for all RAFs payable through the date of
closing. The buyer is responsible for filing the 2015 Annual Report and all future annual reports,
and RAFs subsequent to the date ofclosing.

Conclusion

Based on the foregoing, staff recommends that the transfer of the water and wastewater systems
and Certificate Nos. 490-W and 425-S is in the public interest and should be approved effective
the date of the Commission vote. The resultant order should serve as the buyer's certificate and
should be retained by the buyer. The existing rates and charges should remain in effect until a
change is authorized by the Commission in a subsequent proceeding. The tariff pages reflecting
the transfer should be effective on or after the stamped approval date on the tariff sheets pursuant
to Rule 25-30.475(1), F.A.C. The seller should be responsible for all RAFs payable through the
date of closing. The buyer should be responsible for filing the 2015 Annual Report and all future
annual reports, and RAFs subsequent to the date of closing.

Docket No. 080064-WU, In re: Complaint against East Marion Sanitary Systems, Inc. by Mabelle Gregorio,
Angela and Dennis Fountain, and Terry Will.
^Order PSC-02-1168-PAA-WS, issued August 26, 2002, in Docket No. 010869-WS, In re: Application for staff
assisted rate case in Marion County by East Marion Sanitary Systems, Inc.
' Order PSC-09-0263-TRF-WU, issued April 27, 2009, in Docket No. 080562-WU, Inre: Requestfor approval of
amendment to connection/transfer sheets, increase in returned check charge, amendment to miscellaneousservice
charges, increase in meter installation charges, and impositionofnew tap-infee, in Marion County, byEast Marion
Sanitary Systems Inc.
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Issue 2: What is the appropriate net book value for the East Marion Sanitary Systems, Inc.'s
water and wastewater systems for transfer purposes and should an acquisition adjustment be
approved?

Recommendation: The net book value of the water and wastewater systems for transfer
purposes is $24,676 and $60,414, respectively, as of December 31, 2014. An acquisition
adjustment should not be included in rate base. Within 90 days of the date of the final order. East
Marion Utilities, LLC should be required to notify the Commission in writing, that it has
adjusted its books in accordance with the Commission's decision. The adjustments should be
reflected in East Marion Utilities, LLC's 2015 Annual Report when filed. (Frank)

StaffAnalysis: Rate base was last established for the Utility as of December 31, 2000.*° The
purpose of establishing net book value (NBV) for transfers is to determine whether an
acquisition adjustment should be approved. The NBV does not include normal ratemaking
adjustments for used and useful plant or working capital. The Utility's NBV has been updated to
reflect balances as of December 31, 2014. Staffs recommended NBV, as described below, is
shown on Schedule Nos. 1 and.2.

Utility Plant in Service (UPlS)
The Utility's general ledger reflected water and wastewater UPIS balances of $111,551 and
$207,010, respectively, as of December 31, 2014. Staff reviewed UPIS additions since the last
rate case proceeding and as a result has increased UPIS for water by $30,786 and wastewater by
$275,092. Therefore, staff recommends that the Utility's water and wastewater UPIS balances as
ofDecember 31, 2014, should be $142,336 and $482,102, respectively.

Land

The Utility's general ledger reflected a land balance of $35,000 for water and $50,000 for
wastewater, as of December 31, 2014. In Order No. PSC-02-1168-PAA-WS, issued August 6,
2002, the Commission established the value of the land to be $0 for water and $0 for wastewater
because the Utility leased the land where the water and wastewater plants are located. The Utility
continues to lease the land. There have been no additions to land purchased since that order was
issued. As a result, land for water should be reduced by $35,000 and land for wastewater should
be reduced by $50,000. Therefore, staff recommends land of $0 for water and $0 for wastewater,
as ofDecember 31,2014.

Accumulated Depreciation
The Utility's general ledger reflected water and wastewater accumulated depreciation balances
of $80,268 and $156,894, respectively, as of December 31, 2014. Staff calculated that the
appropriate accumulated depreciation balance to be $94,497 for water and $370,310 for
wastewater. As a result, accumulated depreciation should be increased by $14,229 for water and
$213,416 for wastewater to reflect an accumulateddepreciationbalance of $94,497 for water and
$370,310 for wastewater, as ofDecember 31, 2014.

Order No. PSC-02-1168-PAA-WS, issued August 6, 2002, in Docket No. 010869-WS, In re: Application for a
staff-assistedrate case by East Marion Sanitary Systems in Marion County.
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Contributions-in-Aid-of-Construction (CIAC) and Accumulated Amortization of
CIAC

As of December 31, 2014, the Utility's general ledger reflected water and wastewater CIAC
balances of $39,135 and $76,315, respectively; and accumulated amortization of CIAC balances
of $25,317 and $26,664, respectively. Staff increased water and wastewater CIAC by $565 and
$1,285, respectively, to reflect prior Commission-ordered adjustments. Also, staff decreased
water and wastewater accumulated amortization of CIAC by $8,780 and $442, respectively, to
reflect the appropriate Commission-ordered adjustments. Therefore, staff recommends a CIAC
balance of $39,700 for water and $77,600 for wastewater and accumulated amortization of CIAC
balance of$16,537 for water and $26,222 for wastewater, as ofDecember 31,2014.

Net Book Value

The Utility's general ledger reflected NBV of $52,465 for water and $50,465 for wastewater.
Based on the adjustments described above, staff recommends that the NBV for the Utility's
water and wastewater systems as of December 31, 2014, are $24,676 and $60,414, respectively,
for a total NBV of $85,090. Staffs recommended NBV and the National Association of
Regulatory Utility Commissioners, Uniform System of Accounts (NARUC USOA) balances for
UPIS and accumulated depreciation are shown on Schedule Nos. 3 and 4, as of December 31,
2014.

Acquisition Adjustment
An acquisition adjustment results when the purchase price differs fi:om the NBV of the assets at
the time of the acquisition. The Utility and its assets were purchased for $107,000. As stated
above, staff has determined the appropriate NBV total to be $85,090. Pursuant to Rule 25-
30.0371, F.A.C., a positive acquisition adjustment may be appropriate when the purchase price is
greater than the NBV, and a negative acquisition adjustment may be appropriate when the
purchase price is less than NBV. However, pursuant to Rule 25-30.0371(2), F.A.C., a positive
acquisition adjustment shall not be included in rate base unless there is proof of extraordinary
circumstances. The buyer did not request a positive acquisition adjustment. As such, staff
recommends that no positive acquisition adjustment be approved.

Conclusion

Based on the above, staff recommends that the NBV of East Marion Sanitary Systems, Inc.'s
water and wastewater systems for transfer purposes is $24,676 and $60,414, respectively, as of
December 31, 2014. No acquisition adjustment should be included in rate base. Within 90 days
of the date of the final order, the buyer should be required to notify the Commission, in writing,
that it has adjusted its books in accordance with the Commission's decision. The adjustments
should be reflected in East Marion Utility LLC's 2015 annual report when filed.
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Issue 3: Should this docket be closed?

Recommendation: If no protest to the proposed agency action issues is filed by a
substantially affected person within 21 days of the date of the order, a consummating order
should be issued and the docket should be closed administratively after East Marion Utilities,
LLC has provided proof that its general ledgers have been updated to reflect the Commission-
approved balances as ofJanuary 1,2015. (Mapp)

Staff Analysis: If no protest to the proposed agency action issues is filed by a substantially
affected person within 21 days of the date of the order, a consummating order should be issued
and the docket should be closed administratively after East Marion Utilities, LLC has provided
proof that its general ledgers have been updated to reflect the Commission-approved balances as
of January 1,2015.
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FLORIDA PUBLIC SERVICE COMMISSION

Authorizes

East Marion Utilities, LLC
pursuant to

Certificate Number 490-W

to provide water service in Marion County in accordance with the provisions of Chapter 367,
Florida Statutes, and the Rules, Regulations, and Orders of this Commission in the territory
described by the Orders of this Commission. This authorization shall remain in force and effect
until superseded, suspended, cancelled or revoked by Order of this Commission.

Order Number

17837

24553

PSC-98-0928-FOF-WS

Date Issued Docket Number Filing Type

07/14/87 870389-WU

05/20/91 900603-WS

07/07/98 971269-WS

* 150091-WS

*Order Numbers and dates to be provided at time of issuance
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East Marion Utilities, LLC
Marion County

Description of Water Territory

PER ORDER NO. PSC-98-0928-FOF-WS;

The following described lands located in portions of Section 7, 8, and 17, Township 15 South,
Range 24 East, Marion County, Florida:

Beginning at the Southwest comer of the Southwest 1/4 of the Northwest 1/4 of Section 8,
Township 15 South, Range 24 East, Marion County, Florida, thence North 00°29'46" West
along the West boundary of said Section 8 a distance of 839.97 feet to the Southwesterly right-
of-way line of State Road No. 40, thence South 56°59'12" East along said Southwesterly right-
of-way line 531.25 feet, thence South 33°0r4r' West 89.79 feet, thence South 00°ir26" East
1385.87 feet, thence South 36°25'52" East 285.41 feet to the approximate shoreline of Lake
Walenda, thence run into said Lake South 29°57'59" East 201.43 feet to a point on the aforesaid
approximate shoreline of Lake Walenda, thence run into said Lake South 29°57'59" East 201.43
feet to a point in said Lake, said point being the Southeast comer of the West 1/2 of the
Northwest 1/4 of the Southwest 1/4 of said Section 8, thence South 89°30'58" West along said
South boundary 329.84 feet to a point on the aforesaid approximate shoreline of Lake Walenda,
thence continue South 89°30'58" West along said South boundary 330.29 feet to the Southwest
comer ofsaid West 1/2 of the Northwest 1/4 of the Southwest 1/4, thence North 00°10'04" along
the West boundary of said Section 8 a distance 1319.86 feet to the POINT OF BEGINNING.

Also: Lots 107, 108, and 109, in the Town of Walenda, situated in the Southwest 1/4 of Section
8, Township 15 South, Range 24 East, as per plat thereof recorded in Plat Book "E", page 23,
Public Records of Marion County, Florida. Less and excepting therefrom that part of the East
200 feet of West 1181.38 feet of the Southwest 1/4 of said Section 8, Township 15 South, Range
24 East, lying South of Lake Walenda, all ofwhich lies in Lot 109.

Also: South 1/2 of Southeast 1/4 of Section 7, Township 15 South, Range 24 East, except the
west 70 acres, thereof.

Also: That part of the West 3/4 of the Northwest 1/4 of Section 17, Township 15 South, Range
24 East, lying North of Fort Gates Road, except additional road right-of-way conveyed in
Official Records Book 991, page 173.
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Attachment A

Page 3 of 4

FLORIDA PUBLIC SERVICE COMMISSION

Authorizes

East Marion Utilities, LLC
pursuant to

Certificate Number 425-S

to provide wastewater service in Marion County in accordance v^th the provisions of Chapter
367, Florida Statutes, and the Rules, Regulations, and Orders of this Commission in the territory
described by the Orders of this Commission. This authorization shall remain in force and effect
until superseded, suspended, cancelled or revoked by Order of this Commission.

Order Number

17837

24553

PSC-98-0928-FOF-WS

Date Issued Docket Number Filing Type

07/14/87 870389-WU

05/20/91 900603-WS

07/07/98 971269-WS

* 150091-WS

"^Order Numbers and dates to be provided at time of issuance

-11 -

Original Certificate

Transfer ofMajority

Organizational Control

Transfer of Majority

Organizational Control

Transfer of Certificate



Docket No. 150091-WS Attachment A

Date: November 18,2015 Page 4 of4

East Marion Utilities, LLC
Marion County

Description of Wastewater Territory

PER ORDER NO. PSC-98-0928-FOF-WS:

The following described lands located in portions of Section 7, 8, and 17, Township 15 South,
Range 24 East, Marion County, Florida:

Beginning at the Southwest comer of the Southwest 1/4 of the Northwest 1/4 of Section 8,
Township 15 South, Range 24 East, Marion County, Florida, thence North 00°29'46" West
along the West boundary of said Section 8 a distance of 839.97 feet to the Southwesterly right-
of-way line of State Road No. 40, thence South 56°59'12" East along said Southwesterly right-
of-way line 531.25 feet, thence South 33°0r47" West 89.79 feet, thence South 00° 11'26" East
1385.87 feet, thence South 36°25'52" East 285.41 feet to the approximate shoreline of Lake
Walenda, thence run into said Lake South 29°57'59" East 201.43 feet to a point on the aforesaid
approximate shoreline of Lake Walenda, thence run into said Lake South 29°57'59" East 201.43
feet to a point in said Lake, said point being the Southeast comer of the West 1/2 of the
Northwest 1/4 of the Southwest 1/4 of said Section 8, thence South 89°30'58" West along said
South boundary 329.84 feet to a point on the aforesaid approximate shoreline of Lake Walenda,
thence continue South 89°30'58" West along said South boundary 330.29 feet to the Southwest
comer of said West 1/2 of the Northwest 1/4 of the Southwest 1/4, thence North 00°10'04" along
the West boundary of said Section 8 a distance 1319.86 feet to the POINT OF BEGINNING.

Also: Lots 107, 108, and 109, in the Town of Walenda, situated in the Southwest 1/4 of Section
8, Township 15 South, Range 24 East, as per plat thereof recorded in Plat Book "E", page 23,
Public Records of Marion Coimty, Florida. Less and excepting therefrom that part of the East
200 feet of West 1181.38 feet of the Southwest 1/4 of said Section 8, Township 15 South, Range
24 East, lying South of Lake Walenda, all ofwhich lies in Lot 109.

Also: South 1/2 of Southeast 1/4 of Section 7, Township 15 South, Range 24 East, except the
west 70 acres, thereof

Also: That part of the West 3/4 of the Northwest 1/4 of Section 17, Township 15 South, Range
24 East, lying North of Fort Gates Road, except additional road right-of-way conveyed in
Official Records Book 991, page 173.
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East Marion Utilities, LLC
Monthly Water Rates

Residential and General Service

Base Facility Charge by Meter Size
5/8" X 3/4"

3/4"

1"

1 1/2"

2"

3"

4"

6"

Charge Per 1,000 gallons - Residential
0-10,000 gallons
Over 10,000 gallons

Charge Per 1,000 gallons - General Service

Initial Customer Deposits

Residential Service and General Service

5/8" X 3/4"

All over 5/8" x 3/4"

Initial Connection Charge
Normal Reconnection Charge
Disconnection Charge
Violation Reconnection Charge
Premises Visit Charge
Late Payment Charge
NSF Check Charge

Miscellaneous Service Charges

Business Hours

$45.00

$45.00

$45.00
$50.00

$55.00

Service Availability Charges

Main Extension Charge

Residential - Per ERC

All Other per gallon
Meter Installation

5/8" X 3/4"

Plant Caoacitv Charge

Residential - Per ERC

All Other per gallon
Irrigation Service Line Installation Charge

5/8" X3/4" (less than 20 feet)
5/8" X3/4" (20 feet to 40 feet)
5/8" X3/4" (Over 40 feet or cul-de-sac)

-13-

Schedule 1

Page lof 1

$10.05

$15.10

$25.15

$50.29

$80.47

$160.94

$251.47

$502.93

$2.11

$3.15

$2.46

$61.00

2x Average Estimated Bill

After Hours

$75.00

$75.00

$75.00
$80.00

$85.00

$5.00

Actual Cost

$255.00

$0.73

$195.00

$112.00

$0.32

$1,400.00
$1,800.00
$2,600.00
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East Marion Utilities, LLC
Monthly Wastewater Rates

Residential Service

Base FacilityCharge- All Meter Sizes

Charge Per 1,000gallons
10,000 gallon cap

General Service

Base Facility Charge by Meter Size
5/8" X 3/4"

3/4"

1"

1 1/2"

2"

3"

4"

6"

Charge Per 1,000gallons

Residential Service and General Service
5/8" X 3/4"

All over 5/8" X 3/4"

Initial Customer Deposits

Miscellaneous Service Charges

Initial Connection Charge
Normal Reconnection Charge
Disconnection Charge
Violation Reconnection Charge
Premises Visit Charge
Late Payment Charge
NSF Check Charge

Main Extension Charge

Residential - Per ERC

All Other per gallon
Plant Caoacitv Charge

Residential - Per ERC

All Other per gallon

Business Hours

$45.00

$45.00

$45.00

Actual Cost

$55.00

Service Availability Charges
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Schedule 2

lofl

$15.37

$4.69

$15.37

$23.05

$38.42

$76.84

$122.92

$245.86
$384.16

$768.28

$5.63

$80.00

2x Average EstimatedBill

After Hours

$75.00

$75.00

$75.00

Actual Cost

$85.00

$5.00

Actual Cost

$517.00

$1.48

$358.00

$1.03
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East Marion Utilities, LLC Water System Schedule

Water System

Schedule of Net Book Value as of December 31,2014

Balance

Schedule 3

1 of 3

Description Per Utility Adjustments Staff Recommended

Utility Plant in Service $111,551 $30,786 $142,336

Land & Land Rights 35,000 (35,000) 0

Accumulated Depreciation (80,268) (14,229) (94,497)

ClAC (39,135) (565) (39,700)

Amortization of ClAC 25,317 (8,780) 16,537

Total ?t;52.465 rji;27.788^ $24,676
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Date: November 18,2015

Explanation

Explanation of Staffs Recommended

Adjustments to Net Book Value as of December 31,2014
Water System

A. Utility Plant In Service

To reflect appropriate amount of utility plant in service.

B. Land and Land Rights

To reflect appropriate amount of land.

C. Accumulated Depreciation
To reflect appropriate amount of accumulated depreciation.

D. Contributions-in-Aid-of-Construction (CIAC)

To reflect appropriate amount of CIAC.

E. Accumulated Amortization of CIAC

To reflect appropriate amount ofaccumulated amortization of CIAC.

Total Adjustments to Net Book Value as of December 31,2014.
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Schedule 3

2 of 3

Amount

$30.786

r$l 4.229^

m.im
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Date: November 18,2015
Schedule 3

3 of 3

East Marion Utilities, LLC

Water System

Schedule of Staff Recommended Account Balances as of December 31,2014

Account Accumulated

No. Description UPIS Depreciation

301 Organization $944 ($566)
304 Structures & Improvements 6,666 (5,422)

307 Wells & Springs 4,134 (2,912)

309 Supply Mains 3,760 (2,822)

311 Pumping Equipment 7,165 (3,210)

311 Pumping Equipment 3,226 (1,319)
320 Water Treatment Equipment 681 (681)

330 Distribution Reservoirs & Standpipes 27,475 (19,981)

331 Transmission & Distribution Mains 63,034 (39,801)

333 Services 19,071 (13,082)

334 Meters & Meter Installations 6,181 (4,700)

Total
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Date: November 18,2015

East Marion Utilities, LLC Wastewater System Schedule

Wastewater System

Schedule of Net Book Value as of December 31,2014

Balance

Schedule 4

1 of 3

Description Per Utility Adjustments Staff Recommended

Utility Plant in Service $207,010 $275,092 $482,102

Land 50,000 (50,000) 0

Accumulated Depreciation (156,894) (213,416) (370,310)

CIAC (76,315) (1,285) (77,600)

Amortization of CIAC 26,664 (442) 26,222

Total $50,465 $9,949 $60,414
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Explanation

Explanation of Staffs Recommended

Adjustments to Net Book Value as of December 31,2014
Wastewater System

A. Utility Plant In Service
To reflect appropriate amount ofutility plant in service.

B. Land & Land Rights

To reflect appropriate amount of Land.

C. Accumulated Depreciation
To reflect appropriate amount of accumulated depreciation.

D. Contributions-in-Aid-of-Construction (CL\C)

To reflect appropriate amount of CIAC.

E. Accumulated Amortization of CIAC

To reflect appropriate amount of accumulated amortization of CIAC.

Total Adjustments to Net Book Value as of December 31,2014.
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Schedule 4

2 of 3

Amount

$275.092

r$213.416>

r$1.285^

$9.949
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Date: November 18,2015
Schedule 4

3 of 3

East Marion Utilities, LLC

Wastewater System

Schedule of Staff Recommended Account Balances as of December 31,2014

Account Accumulated

No. Description UPIS Depreciation

351 Organization $1,145 ($687)

354 Structures & Improvements 17,419 (13,798)

360 Collection Sewers - Force 9,380 (8,335)

361 Collection Sewers - Gravity 194,373 (115,380)

362 Special Collection Structures 53,404 (34,626)

363 Services to Customers 25,901 (17,768)

380 Treatment & Disposal - Equipment 132,921 (132,913)

382 Outfall Sewer Lines 3,770 (3,014)

389 Other Plant 43,789 ^43.789)

Total $482,102 m7n.^in^
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State of Florida 

DATE: 

TO: 

FROM: 

Public Service Commission 
C APITAL CIRCLE OFFICE CE 'TER • 2540 SIIU~IARD O AK BO LEVAilD 

T A L LA llA EE, FLORIDA 32399-0850 

-M-E-M -0-R-A-N-D-U-M-

November 18, 20 15 

Office of Commission Clerk (Stauffer) ~ r%" 
Division of Economics (H~~;, Wu) V ~ t A W"/1 
Division of Accounting and Finance (Cicchetti) '-c.tJ 
Office of the General Counsel (Leathers) ¥ \j'-

RE: Docket No. 150 162-EI - Petition for approval of 2015 depreciation study by 

Florida Public Utili ties Company. 

AGENDA: 12/0311 5 - Regular Agenda - Proposed Agency Action - Interested Persons May 

Participate Ui 

COMMISSIONERS ASSIGNED: All Commissioners 

PREHEARING OFFICER: Patronis 

CRITICAL DATES: None 

SPECIAL INSTRUCTIONS: None 

Case Background 

n 
r 

n:::-,- - . 
m=:-J ,_..., 

:;:.;:~_? 
C) 

z 
C> 
<:: 

Rule 25-6.0436(8)(a), Florida Administrative Code (F.A.C.), requires investor-owned electric 

utilities to fi le a comprehensive depreciation study at least once every four years. On July I, 

201 5, Florida Publ ic Utili ties Company (FPUC or company) filed its 20 15 Depreciation Study in 

accordance with thi s rule. 1 The company's last depreciati on review was fi led June 20, 20 11, with 

an effective date of January I , 20 12.2 Staff has completed its review of FPUC's 20 15 

Depreciation Study and presents its recommendati ons herein. 

1 By letter dated June 22, 20 15, FPUC requested a brief fi ling due date extension for submitt ing its 2015 
depreciation study. 
2 Order No. PSC-12-0065-PAA-El, issued February 13,20 12, in Docket No. 110207-El, In re: 20 11 depreciation 
study by Florida Public Uti lities Company. 

--
< 

-. , __ ,: 

FPSC Commission Clerk
FILED NOV 18, 2015DOCUMENT NO. 07303-15FPSC - COMMISSION CLERK



Docket No. 150162-EI 
Date: November 18,2015 

The Florida Public Service Commission (Commission) has jurisdiction pursuant to Sections 
350.115 and 366.05, Florida Statutes (F.S.). 
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Date: November 18,2015 

Issue 1 

Issue 1: Should FPUC's current depreciation rates and amortization schedules be changed? 

Recommendation: Yes. A review of the company's plant-associated planning and activities 
indicates a need for revising FPUC's currently prescribed depreciation rates. (Higgins) 

Staff Analysis: FPUC's last comprehensive depreciation study was filed on June 20, 2011. 
By Order No. PSC-12-0065-PAA-EI,3 the Commission approved revised depreciation 
components and rates, effective January 1, 2012. The company has filed its current study in 
accordance with Rule 25-6.0436(8)(a), F.A.C., which requires electric companies to file a 
comprehensive depreciation study at least once every four years from the submission date of the 
previously filed study. In staffs opinion, a review of the company's plant activity and related 
data indicates the need to further analyze, and where warranted, revise depreciation rates and 
amortization schedules. Staffs recommended changes are addressed in Issue 2. 

3 Order No. PSC-12-0065-PAA-El, issued February 13, 2012, in Docket No. 110207-El, In re: 2011 depreciation 
study by Florida Public Utilities Company. 
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Date: November 18,2015 

Issue 2 

Issue 2: What are the appropriate depreciation rates and amortization schedules for FPUC? 

Recommendation: Stafrs recommended average remaining lives, net salvages, reserve 
percentages, and resultant depreciation rates for FPUC are shown on Attachment A. The reserve 
percentages and depreciation rates are calculated using the reserve transfers recommended in 
Issue 3. The result of stafrs proposals is a decrease in annual depreciation expense of 

approximately $229,415 in total, which is shown on Attachment B. Depreciation expenses are 
based on plant investment levels as of January 1, 20 15. (Wu, Higgins) 

Staff Analysis: This issue addresses the derivation of depreciation rates, and amortization 
schedules by plant account and by function, i.e. transmission, distribution, and general plant. 
Once formulated, depreciation rates are applied to account investment balances to derive annual 

expense amounts. Attachment A shows a comparison of FPUC's currently-approved 
depreciation rates along with stafr s proposed rates for future use. 4 Attachment B is a comparison 
of the resulting expenses (current and proposed) based on investment levels as of January 1, 
2015. Staff notes that the values listed on both Attachments A and B include recommended 
reserve transfers (revisions) and associated effects in accordance with its recommendation on 
Issue 3. 

In its original 2015 depreciation study filing, FPUC provided the necessary elements for 
conducting a review of the company's plant and reserve activity. The filing included: annual 
investment and reserve data; life and retirement data; average age data; salvage data; as well as 
current and proposed depreciation components and rates. As a result of the study review, 
discovery and analytical processes, staff and FPUC agree on lives, net salvage amounts, and 

resulting depreciation rates for all accounts presented in this recommendation. 5 Below is an 
account-by-account discussion on the development of stafrs proposals for Transmission Plant, 
Distribution Plant, and General Plant. 

Transmission Plant 

Account 350.1 -Land Rights 

For this account, FPUC proposed to change the Average Service Life (ASL) from 65 years to 70 
years. The company proposed no change in curve shape or Net Salvage (NS). Staff notes that 
more than 69 percent of the plant in this account is over 40 years old, with the remaining plant 
being over 50 years old. The company has no plans to retire any of this plant. Staff also notes 
that the proposed increase in ASL is moderate, and the resulting ASL is still in line with other 
investor-owned electric utilities (IOUs) in the state. Thus, staff recommends that an ASL of 70 
years is appropriate. This results in an Average Remaining Life (ARL) of 26 years and a 
remaining life depreciation rate of 1.4 percent for Account 350.1. 

4 Order No. PSC-12-0065-PAA-EI, issued February 13, 2012, in Docket No. 110207-EI, In re: 2011 depreciation 

study by Florida Public Utilities Company. 
5 Florida Public Utilities Company's Response to Staff's Report on FPUC's 2015 Depreciation Study, Schedule 2 

(revised I 0/20/20 15). 
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Account 352- Structures and Improvements 

Issue 2 

After reviewing the information provided by the company in this docket, staff recommends a 

remaining life depreciation rate of 1.8 percent for Account 352. 

Account 353- Station Equipment 

FPUC proposed no change in the ASL of 40 years or the curve shape (S3). The average age of 

assets in this account is 13.4 years. Based on this combination of depreciation parameters, the 

ARL is 27 years (26.6 years before rounding) rather than 30 years as the company proposed. 

This account has experienced an average retirement rate of 1. 72 percent and a growth rate of 

44.8 percent over the study period. Staff recommends the S2 curve with a 40-year ASL as better 

matching the account's activity. This results in an ARL of 27 years. FPUC concurs with staffs 

recommendation. 

The company proposed to retain a 10 percent NS level. Staff notes that FPUC is the only IOU in 

Florida that has a positive NS level for this account; and this account has experienced less than 2 

percent retirement and an average of negative 21 percent NS during the current study period. 

Given the low frequency of retirement activity, staff believes reliance on the industry average is 

necessary. 6 Staff recommends reducing the NS level from 1 0 percent to 5 percent. This moderate 

change reflects the account's current activity and will bring FPUC closer to the industry average 

at the same time. FPUC concurs with staffs recommendation. The resulting remaining life 

depreciation rate is 2.6 percent for Account 353. 

Account 3 54 - Towers & Fixtures 

The company proposed no change in ASL, curve shape, or NS level for this account. There was 

no retirement or addition activity during the study period, which makes reliance on industry 

averages for guidance on life and salvage characteristics necessary. FPUC's proposed 55-year 

ASL and negative 15 percent NS level are in the range of reasonableness compared to other 

IOUs in the state. Staff recommends that a 55-year ASL and negative 15 percent NS be 

approved. 

6 Staff derived industry averages throughout this recommendation are based or relied upon NS or ASL information 

(underlying data of final rates) shown on the following Commission Orders: 
Order No. PSC-1 0-0 131-FOF-EI, issued March 5, 20 I 0, in Docket No. 090079-EI, In re: Petition for increase in 

rates by Progress Energy Florida, Inc.; Order No. PSC-11-0089-S-EI, issued February I, 2011, in Docket Nos. 

080677-EI and 090 130-EI, In re: Petition for increase in rates by Florida Power & Light Company and 2009 

depreciation and dismantlement study by Florida Power & Light Company (Order No. PSC-11-0089-S-EI settled all 

outstanding issues and appeals of Order No. 10-0153-FOF-EI, issued March 17, 2010, in Docket Nos. 080677-EI 

and 090 130-EI, In re: Petition for increase in rates by Florida Power & Light Company and 2009 depreciation and 

dismantlement study by Florida Power & Light Company); Order No. PSC-12-0 175-PAA-EI, issued April 3, 2012, 

in Docket No. II 0 131-EI, In re: Petition for approval of 2011 depreciation study and annual dismantlement accrual 

amounts by Tampa Electric Company; Order No. PSC-13-0670-S-EI, issued December 19, 2013, in Docket No. 

130140-EI, In re: Petition for rate increase by Gulf Power Company (Order No. PSC-13-0670-S-EI continues 

depreciation rates prescribed by Order No. PSC-1 0-0458-PAA-EI, issued July 19, 2010, in Docket No. 090319-EI, 

In re: Depreciation and dismantlement study at December 31, 2009, by Gulf Power Company). 
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Issue 2 

FPUC proposed to retain the currently prescribed curve shape of S5. Given the current average 

age of the assets in this account, staff recommends an S6 curve shape as better fitting and 
reflective of plant activity since the last study. This results in a 14.5-year ARL. FPUC concurs 

with staffs recommendation. The resulting remaining life depreciation rate is 2.1 percent for 
Account 3 54. 

Account 355- Poles and Fixtures 

FPUC proposed to retain an ASL of 40 years and the R4 curve shape. This account has 

experienced an average retirement rate of 0.16 percent, and an average growth rate of 2.2 percent 

over the study period. Staff recommends that a 40-year ASL be approved because it is in line 

with other IOUs in the state. Staff also recommends an R5 curve shape as being more indicative 

of expected retirement dispersion given the asset's average age of 23.2 years. By using an R5 

curve and an average asset age of 23.2 years, the resulting ARL is 16.9 years. FPUC concurs 
with staffs recommendation. 

FPUC proposed a change inNS from negative 30 percent to negative 40 percent. This account 

has experienced an average NS of negative 261 percent over the study period. However, the 

company believes that this low level/percentage of retirement activity should not be taken as 
indicative of future retirement expectations for this account. Staff notes the proposed change 

represents a modest increase in expected removal costs upon asset retirement and will bring 

FPUC more in line with the average NS of other IOUs in the state. Staff recommends a NS level 
of negative 40 percent be approved. The resulting remaining life depreciation rate is 4.1 percent 

for Account 355. 

Account 355.1- Poles and Fixtures- Concrete 

FPUC proposed to retain a 45-year ASL and the R4 curve, but to decrease the NS from negative 

30 percent to negative 40 percent. After reviewing the account's average age and plant activity, 

staff recommends that FPUC's proposed 45-year ASL and R4 curve be approved. This results in 
a 41-year ARL. 

With respect to NS, given there was no retirement activity recorded in this account during the 

study period, staff recommends the negative 30 percent NS be retained. The negative 30 percent 

NS is still reasonable compared to other IOUs in the state. FPUC concurs with staffs 

recommendation. The resulting remaining life depreciation rate is 2.9 percent for Account 355.1. 

Account 356- Overhead Conductors and Devices 

This account experienced an approximate 21 percent growth rate during the current study period, 
with a retirement rate of 0.5 percent. The average age of assets in this account is 13.9 years. 
FPUC proposed a change in ASL from 45 years to 50 years, and to retain the current S2 curve 
shape. Staff notes that the company's proposed change in ASL is moderate, reflective of account 
activity, and is still within industry average for the state. Staff recommends a 50-year ASL be 
approved for this account. The resulting ARL is 36 years. 
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Issue 2 

Account 356 has experienced a NS of negative 123 percent. FPUC proposes to reduce this 

account's NS from negative 10 percent to negative 20 percent (resulting in a greater capitalized 

amount to be recovered). Other IOUs in the state are estimating a NS ranging from negative 50 

percent, to negative 20 percent, with FPUC's estimate being the highest. Staff recommends that a 

NS of negative 20 percent be approved. The negative 20 percent NS level reflects the account's 
recent activity and will bring FPUC more in line with other IOUs in the state. The resulting 
remaining life depreciation rate is 2.5 percent for Account 356. 

Account 359 - Roads and Trails 

After reviewing the information provided by the company in this docket, staff recommends a 

remaining life depreciation rate of 1.5 percent for Account 359. 

Distribution Plant 

Account 360.1 - Land Rights 

FPUC proposed a moderate increase in ASL from 56 years to 60 years. The average age of this 

account's assets is 29.5 years. The account experienced no asset additions or retirements activity 

over the study period. The company indicated there have been no additions to this account since 
2006, and there are no near-term plans for any retirements of existing investment. Staff 

recommends that a 60-year ASL be approved because it reflects this account's activity and is in 
line with other IOUs in the state. The resulting ARL is 31 years, and the remaining life 

depreciation rate is 1.6 percent for Account 360.1. 

Account 361 - Structures and Improvements 

FPUC proposed to increase the ASL from 55 years to 60 years, retain the SQ curve, and a NS 
level of negative 5 percent. This account experienced approximately 81 percent growth during 

the study period with no retirement activity. Currently, the company has no firm plans for any 

near-term retirements. As with other accounts having limited near-term retirement activity, 
reliance on industry expectations is necessary for life and salvage projections. Staff recommends 

that a 60-year ASL and NS level of negative 5 percent be approved. The recommended ASL will 
bring FPUC more in line with other IOUs in the state while the recommended NS level is closer 

to the industry average. The resulting ARL is 4 7 years, and the remaining life depreciation rate is 

1.7 percent for Account 361. 

Account 362 - Station Equipment 

FPUC proposed to increase the ASL from 40 years to 45 years, retain the S3 curve, and a NS 
level of negative 1 0 percent. This account has experienced an approximate 21 percent growth 
rate during the study period, with the retirement rate being less than 0.3 percent. Other IOUs in 
the state are estimating ASLs ranging from 38 to 60 years, with FPUC being the lowest. Staff 
recommends that a 45-year ASL be approved. The change in ASL is moderate and it will bring 
FPUC more in line with the other IOUs in the state. The resulting ARL is 34 years, and the 
remaining life depreciation rate is 2.4 percent for Account 362. 
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Account 364- Poles, Towers, and Fixtures 

Issue 2 

After reviewing the information provided by the company in this docket, staff recommends a 
remaining life depreciation rate of3.9 percent for Account 364. 

Account 365 - Overhead Conductors and Devices 

FPUC proposed a moderate increase in ASL from 37 years to 40 years, changing the curve shape 

from R5 to R4, and retaining a NS level of negative 35 percent. This account experienced a 
growth rate of 21 percent during the study period, with the retirement rate being less than 0.4 

percent. Staff recommends a 40-year ASL be approved because it is reflective of account activity 

and is also in the range of reasonableness when compared to other IOUs in the state. Staff also 

recommends retaining the R5 curve due to the combination of depreciation parameters ( 40-year 
ASL, average asset age of 19.3 years, and a retirement rate of 0.3 percent) being a better fit. The 

resulting ARL is 21 years (using the R5 curve). FPUC concurs with staffs recommendation. 

With respect to NS, staff recommends that a NS level of negative 3 5 percent be approved 
primarily because it continues to be in the range of reasonableness compared to other electric 

IOUs in the state. The resulting remaining life depreciation rate is 3.4 percent for Account 365. 

Account 366 - Underground Conduit 

This account has experienced an approximate 0.1 percent retirement rate during the study period. 
FPUC proposed to retain the currently prescribed R5 curve shape with an ASL of 60 years. Staff 

recommends that a 60-year ASL and R5 curve be approved. These recommended parameters are 
within the state's industry range. Given the average asset age is I 0.4 years, the resulting ARL is 
50 years for this account. 

Account 366 has experienced an approximate negative 60 percent average NS over the study 
period. The company proposes to change this account's NS rate from zero to negative 5 percent. 

Staff recommends a NS of negative 5 percent be approved because it is reflective of account 

activity and is still within the industry average range. The resulting remaining life depreciation 
rate is 1.8 percent for Account 366. 

Account 367 - Underground Conductors and Devices 

The retirement rate of this account over the study period is 0.4 percent. FPUC proposed to retain 
the current ASL of 35 years and the R3 curve shape. Staff recommends that a 35-year ASL be 
approved as it continues to be in the range of reasonableness compared to other IOUs in the state. 
Staff also recommends changing the curve shape to R4. Staff recommends changing the curve 
shape because a 35-year ASL with the R4 curve better matches account activity, which has an 
average asset age of 12.2 years. The resulting ARL is 23 years. FPUC concurs with staffs 
recommendation. 
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Issue 2 

FPUC proposed to change this account's NS level from zero to negative 5 percent. Staff notes 

that this account has experienced nearly 50 percent removal costs during the study period. Staff 

recommends that FPUC's proposal, which is moderate, reflective of activities in the account, and 
within the range of industry averages, be approved. The resulting remaining life depreciation rate 
is 3.2 percent for Account 367. 

Account 368- Line Transformers 

FPUC proposed to slightly increase the ASL from 29 to 30 years. This account has experienced 

an approximate 0.5 percent retirement rate with an approximate 9 percent growth rate. Staff 
believes this proposal reflects the account's activity and is in the range of reasonableness 

compared to other IOUs in the state. Staff recommends the 30-year ASL be approved. In FPUC's 
2011 Depreciation Study review, staff proposed the continued use of the S6 curve. In FPUC's 

2015 Depreciation Study, the company proposes to change the curve shape from S6 to S4. Given 

the current average asset age, ASL, and the retirement activity, staff recommends that a 30-year 

ASL with an S4 curve be approved because it better matches the account's activity. The resulting 
ARL is 12.4 years. 

FPUC proposed to retain a NS level of negative 20 percent. FPUC recognizes that the average 

negative NS this account has experienced over the study period is much higher than 20 percent, 
but believes it is not indicative of future NS expectations. Given that this account has 

experienced limited retirement activity over the study period, staff believes statistical analyses is 

not solely reliable for determining salvage levels, and reliance upon industry data becomes 
necessary. Staff does not recommend any change to the NS level because FPUC's proposed NS 

of negative 20 percent is in line with other Florida IOUs. The resulting remaining life 

depreciation rate is 4.0 percent for Account 368. 

Account 369- Services 

This account has experienced a 5.8 percent growth rate and less than a 0.2 percent retirement rate 

over the study period. FPUC proposed to increase the ASL for this account from 34 years to 37 

years. This increase brings the ASL closer to the average of other IOUs in the state. FPUC 

proposed to retain the R3 curve. Staff proposes to change the curve from R3 to RS, due to the 
current average asset age and retirement activity. Staff recommends a 37-year ASL with the RS 

curve because it is more indicative of expected retirement dispersion. The resulting ARL is 19.9 
years. FPUC concurs with stafrs recommendation. 

FPUC proposed to retain a NS level of negative 35 percent. This level of NS continues to be in 
the range of reasonableness compared to other IOUs in the state. Staff does not recommend any 

modification at this time. The resulting remaining life depreciation rate is 3.6 percent for 
Account 369. 

Account 3 70 - Meters 

FPUC proposed no change to the currently-approved ASL and curve shape. Based on a review of 
this account's retirement activity, and reviewing depreciation parameters prescribed to other 
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Issue 2 

IOUs in the state, staff recommends that FPUC's current 30-year ASL and R5 curve combination 
be approved as it continues to be reasonable. The resulting ARL is 11.9 years. 

FPUC proposed to change the NS level from negative 5 to negative 10 percent. The company 

believes a level of negative 10 percent is more in line with expected activity. Staff notes this 
account's actual NS level experienced over the study period is negative 13.2 percent. The 

average NS level of other IOUs in the state is negative 12.6 percent. Staff recommends that a NS 
level of negative 1 0 percent be approved. The resulting remaining life depreciation rate is 3. 7 

percent for Account 370. 

Account 3 71 - Installation on Customers' Premises 

FPUC proposed to increase the ASL from 16 to 20 years, and retain the S3 curve. This account 

has experienced a 17 percent growth rate and a 0. 7 percent retirement rate over the study period. 

Staff recommends the company's proposals be approved. These modifications reflect the 
account's recent activity and will bring FPUC closer to the state's industry average. The 

resulting ARL is 9.6 years. 

FPUC proposed to retain a NS level of 15 percent. Staff notes that this account has experienced 

an approximate negative 39 percent removal cost and zero salvage each year during the study 

period. Staff also notes that FPUC is the only IOU in Florida that has a positive NS for this 
account. The state's industry average of NS is negative 3.3 percent. Staff inquired whether the 

high level of negative NS (due to removal costs) during the last four years is indicative of future 

expectations. The company responded: 

The investment in this account is primarily commercial lighting equipment 
located on a customer's premise. The in-plant cost relates to the cost of the 
equipment and installation thereof on the customer's side of the meter. The 
retirement rate has averaged less than 1 percent making statistical analysis 
results meaningless for determining life or salvage factors. 7 

Staff agrees that lack of retirement activity renders statistical analysis inconclusive for 
determining life and/or salvage factors. Reliance on industry averages is therefore necessary. 

Staff recommends reducing the NS level of this account from 15 to 1 0 percent. This renders 
FPUC's NS level being closer to the industry average and at the same time reflects the account's 

current cost of removal activity. The resulting remaining life depreciation rate is 4.5 percent for 
Account 3 71. 

Account 3 73 -Street Lighting & Signal Systems 

After reviewing the information provided by the company in this docket, staff recommends a 
remaining life depreciation rate of 4.9 percent for Account 373. 

7 Florida Public Utilities Company's Responses to Commission Staffs First Set of Data Requests, No. 50. 
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General Plant- Amortizable 

Issue 2 

Below are staffs recommendations for general plant amortizable accounts, which generally 

constitute a continuation of FPUC's previously authorized amortizable accounts and associated 

periods. 8 However, in this proceeding the company has requested to combine two previously 

separated amortization sub-accounts, re-number two existing sub-accounts, and establish one 

new amortizable sub-account. 9 

The company requested to combine Accounts 391.0- Office Furniture & Equipment with 391.2 

- Office Machines. If approved, the combined property will all be classified/amortized as 

Account 391.0- Office Furniture & Equipment. Both accounts are currently amortized over 7 

years and no change to the period is being proposed. 

The company requested re-numbering (and renaming) Account 391.1 - Office Furniture to 

Account 391.3 - Office Furniture & Fixtures. This property currently amortizes over 7 years and 

no change to the period is being proposed nor recommended. FPUC has also requested to re

number Account 391.3- Computer Equipment, to Account 391.2- Computer Equipment. This 

property currently amortizes over 5 years and no change to the period is being proposed. 

The company also requested that a new sub-account of Account 391 be established. This new 

sub-account, Account 391.1 -Computers & Peripherals, is being proposed with an amortization 

period of five years. Staff recommends FPUC's request to establish Account 391.1 -Computers 

& Peripherals be approved by the Commission. 

Table 2-1 contains staffs proposed amortization accounts and associated periods. 

Table 2-1 
ropose mo IZa IOn er1o s P dA rf f P · d 

Acct. 
# Account Name Amortization Period 

391.0 Office Furniture & Equipment 7-Year Amortization 

391.1 Computers & Peripherals 5-Year Amortization 

391.2 Computer Equipment 5-Year Amortization 

391.3 Office Furniture & Fixtures 7-Year Amortization 

391.4 Software 5-Year Amortization 

393 Stores Equipment 7-Year Amortization 

394 Tools/Shop Equipment 7-Year Amortization 

395 Lab Equipment 7-Year Amortization 

397 Communications Equipment 5-Year Amortization 

8 Order No. PSC-12-0065-PAA-EI, issued February 13, 2012, in Docket No. 110207-EI, In re: 2011 depreciation 

study by Florida Public Utilities Company. 
9 Florida Public Utilities Company's Response to Staffs Report on FPUC's 2015 Depreciation Study, page 2. 
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Acct. 
# Account Name 

397.3 
Communications Equipment 
Post 98 

398 Miscellaneous Equipment 

General Plant - Depreciable 

Account 390- Structures & Improvements 

Issue 2 

Amortization Period 

5-Year Amortization 

7-Year Amortization 

This account experienced an approximate 196 percent investment growth over the four-year 

study period from 2011-2014. Staff discovered that the majority of this increase stems from the 

addition of costs associated with a new company office building located in Fernandina Beach to 

this account's investment balance. 10 Staff understands this level of addition/growth for Account 

390 to be an unusual event, and that going forward the company expects this account will return 

to its historical growth pattern. For this reason, staff agreed with the company's proposed 

depreciation parameters for Account 390 - Structures & Improvements, which result in a 

remaining life depreciation rate of 2.0 percent. 

Account 392.1 - Transportation - Cars 

After reviewing the information provided by the company in this docket, staff recommends a 

remaining life depreciation rate of 11.9 percent for Account 392.1. 

Account 392.2- Transportation- Light Truck & Vans 

After reviewing the information provided by the company in this docket, staff recommends a 

remaining life depreciation rate of7.8 percent for Account 392.2. 

Account 392.3- Transportation- Heavy Trucks 

After reviewing the information provided by the company in this docket, staff recommends a 

remaining life depreciation rate of7.0 percent for Account 392.3. 

Account 392.4 -Transportation - Trailers 

After reviewing the information provided by the company in this docket, staff recommends a 

remaining life depreciation rate of3.7 percent for Account 392.4. 

Account 396 - Power Operated Equipment 

After reviewing the information provided by the company in this docket, staff recommends a 

remaining life depreciation rate of 4.4 percent for Account 396. 

1° Florida Public Utilities Company's Responses to Commission Staffs First Set of Data Requests, No. 57. 
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Issue 3: What, if any, corrective reserve allocations should be made? 

Issue 3 

Recommendation: Staff recommends the reserve allocations shown in Attachment C. These 
allocations bring these accounts more in line with their theoretically correct reserve levels. 
(Higgins) 

Staff Analysis: As part of its review of FPUC's depreciation study, staff reviewed the book 
reserve (accumulated depreciation) position relative to total investment for each account. Based 
on staffs recommended life and salvage parameters for this study, staff determined FPUC's 
theoretical or calculated reserve. The difference between an account's book and calculated 
reserve may be described as a positive or negative imbalance, or as a surplus or deficiency. 
When negative or positive imbalances occur, as was the case in FPUC's prior depreciation filing, 
the Commission found that corrective transfers should be considered and implemented as 
appropriate. 11 

Staffs proposed reserve transfers are based on analysis of FPUC's reserve imbalances and 
responses to staff data requests. Staff is in agreement with the company on all recommended 
reserve transfers, which are shown on Attachment C. 12 

11 Order No. PSC-12-0065-PAA-EI, issued February 13, 2012, in Docket No. 110207-EI, In re: 2011 depreciation 

study by Florida Public Utilities Company. 
12 Florida Public Utilities Company's Response to Staffs Report on FPUC's 2015 Depreciation Study, page 3, and 

Schedule 5 (revised I 0/20/20 15). 
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Issue 4 

Issue 4: If the Commission votes in Issue 1 to change FPUC's depreciation rates and 
amortization schedules, what should be the implementation date for FPUC's revised depreciation 
rates and amortization schedules that may be approved in Issue 2? 

Recommendation: Staff recommends approval ofFPUC's proposed January 1, 2015, date of 
implementation for the company's revised depreciation rates. (Higgins) 

Staff Analysis: Rule 25-6.0436(6)(b), F.A.C., requires that the data submitted in a 
depreciation study, including plant and reserve balances or company estimates, "shall be brought 
to the effective date of the proposed rates." The supporting data and calculations provided by 
FPUC match an implementation date of January 1, 2015. Therefore, if the Commission votes in 
Issue 1 to change FPUC's depreciation rates and amortization schedules, staff recommends the 
Commission find January 1, 2015 as the appropriate date for implementing any new depreciation 
rates and amortizations for FPUC's investments that may be approved in Issue 2. 
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Issue 5 

Issue 5: Should the current amortization of investment tax credits (ITCs) and flow back of 
excess deferred income taxes (EDITs) be revised to reflect the approved depreciation rates and 
amortizations schedules? 

Recommendation: Yes. The current amortization of ITCs should be revised to match the 
actual recovery periods for the related property. The company should file detailed calculations of 
the revised lTC amortization at the same time it files its earnings surveillance report covering the 
period ending December 31,2015, as specified in Rule 25-6.1352, F.A.C. (Cicchetti) 

Staff Analysis: In Issue 2, staff has recommended approval of revised depreciation rates for 
the company, to be effective January 1, 2015, which reflect changes to most accounts' remaining 
lives to be effective January 1, 2015. Revising a utility's book depreciation lives generally results 
in a change in its rate of lTC amortization in order to comply with the normalization 
requirements of the Internal Revenue Code (IRC or Code) set forth in sections 168(t)(2) and 
(i)(9), 13 IRC section 167(1), 14 former IRC Section 46(t), 15

•
16 Federal Tax Refulations under the 

Code sections, 17 and section 203( e) of the Tax Reform Act of 1986 (the Act). 1 

Staff, the Internal Revenue Service (IRS), and independent outside auditors look at a company's 
books and records, and the orders and rules of the jurisdictional regulatory authorities to 
determine if the books and records are maintained in the appropriate manner. The books are also 
reviewed to determine if they are in compliance with the regulatory guidelines in regard to 
normalization. 

Former Section 46(t)(6) of the Code indicated that the amortization of lTC should be determined 
by the period of time actually used in computing depreciation expense for ratemaking purposes 
and on the regulated books of the utility}9 Since staff is recommending changes to the 
company's remaining lives, it is also important to change the amortization of ITCs to avoid 
violation of the provisions of former IRC section 46 and its underlying Treasury Regulations. 
The consequence of an lTC normalization violation is a repayment of unamortized lTC balances 
to the IRS. Therefore, staff recommends the current amortization of ITCs should be revised to 
match the actual recovery periods for the related property. The company should file detailed 
calculations of the revised lTC amortization at the same time it files its earnings surveillance 
report covering the period ending December 31,2015, as specified in Rule 25-6.1352, F.A.C. 

13 26 USC §§ 168(t)(2) and (i)(9). 
14 26 usc § 167(1). 
15 26 USC §46(t), repealed by Revenue Reconciliation Act of 1991, Pub. L. No. I 01-508, § 11812(a)( 1-2)( 1990). 
16 Under IRC Section 50(d)(2), the terms of former IRC section 46(t) remain applicable to public utility property for 
which a regulated utility previously claimed ITCs, which is the case here. (I.R.S. Priv. Ltr. Rul. 200933023, I n.l 
(May 7, 2009)). 
17 Treas. Reg. § 1.168; Treas. Reg. § 1.167; Treas. Reg. § 1.46. 
18 Tax Reform Act of 1986, Pub. L. No. 99-514 (100 Stat. 2085, 2146)(1986). 
19 See 26 USC §46(t)(6) (establishing proper determination of ratable portion). 
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Issue 6: Should this docket be closed? 

Issue 6 

Recommendation: If no person whose substantial interests are affected by the proposed 
agency action files a protest within 21 days of the issuance of the order, this docket should be 
closed upon the issuance of a consummating order. (Leathers) 

Staff Analysis: At the conclusion of the protest period, if no protest is filed, this docket should 
be closed upon the issuance of a consummating order. 
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Account 
Account Title 

Number 

TRANSMISSION PLANT 

350.1 Land Rights 

352 Structures and Improvements 

353 Station Equipment 

354 Towers and Fixtures 

355 Poles and Fixtures 

355.1 Poles and Fixtures - Concrete 
Overhead Conductors and 

356 Devices 

359 Roads and Trails 

DISTR.IBUTION PLANT 

360. 1 Land Rights 

36 1 Structures and Improvements 

362 Station Equipment 

364 Poles, Towers, and Fixtures 
Overhead Conductors & 

365 Devices 

366 Underground Conduit 
Underground Conductors & 

367 Devices 

368 Line Transformers 

369 Services 

370 Meters 
Installation on Customers' 

371 Premises 
Street Lighting & Signal 

373 Systems 

GENERAL PLANT 

390 Structures & Improvements 

39 1.0 Office Furniture & Equipment 

391.1 Computers & Peripherals 

39 1.2 Computer Equipment21 

39 1.3 Office Furniture & Fixtures22 

391.4 Software 
392. 1 Transportation - Cars 

Comparison of Rates and Components 
Currently Approved20 

Average Future Average 
Remaining Net Remaining Remaining 

Life Salvage Li fe Rate Life 

(yrs.) (%) (%) (yrs.) 

25.0 0 2.3 26.0 

29.0 0 1.8 50.0 

23 .0 10 2.4 27.0 

17.6 (15) 2. 1 14.5 

19.3 (30) 3.4 16.9 

40.0 (30) 2.9 41.0 

31.0 ( I 0) 2.4 36.0 

15 .5 0 1.5 12.5 

30.0 0 1.8 3 1.0 

46.0 (5) 1.9 47.0 

30.0 ( I 0) 2.8 34.0 

23.0 (45) 4.1 24.0 

17.2 (35) 4. 1 21.0 

49.0 0 1.6 50.0 

23.0 0 2.9 23.0 

12.0 (20) 4.3 12.4 

20.0 (35) 4.0 19.9 

13.2 (5) 3.7 11 .9 

7.2 15 5.7 9.6 

8.9 ( I 0) 5.0 7.6 

31.0 0 2.0 41.0 

7-Year Amortization 
N/A 

5-Year Amortization 

7-Year Amortizat ion 
5-Year Amot1izat ion 

o.o I t5 I 12. 1 6.o I 

Attachment A 

Staff Recommended 
Future 

Net Remaining 
Reserve Salvage Life Rate 

(%) (%) (%) 

63.60 * 0 1.4 

8.86 0 1.8 

25.30 5 2.6 

84.65 {15) 2.1 

70.82 * (40) 4.1 

II. I 0 * (30) 2.9 

29.35 (20) 2.5 

8 1.03 0 1.5 

5 1.83 0 1.6 

23 .65 (5) 1.7 

28.40 * ( I 0) 2.4 

50.28 * (45) 3.9 

63.60 * (35) 3.4 

15.00 * (5) 1.8 

32. 11 (5) 3.2 

70.40 * (20) 4.0 

63.36 * (35) 3.6 

65.97 * ( I 0) 3.7 

46.80 * 10 4.5 

72.94 {I 0) 4.9 

16.67 0 2.0 

7-Year Amortization 

5-Year Amortization 
5-Year Amortization 

7-Year Amortization 
5-Year Amortization 

13.4 1 1 I t5 I 11.9 

20 Order No. PSC-12-0065-PAA-El, issued February 13, 2012, in Docket No. 110207-El, In re: 2011 depreciat ion study by Florida 
Public Uti lities Company. 
21 Listed as Account 391.3 in Order No. PSC- 12-0065-PAA-El, issued February 13 , 2012, in Docket No. 110207-EI, In re: 2011 
depreciation study by Florida Public Uti lities Company. 
22 Listed as Account 39 1.1 (Office Furniture) in Order No. PSC-1 2-0065-PAA-EI, issued February 13, 20 12, in Docket No. I I 0207-
EI, In re: 20 II depreciation study by Florida Public Utilit ies Company. 
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Account 
Account Title 

Number 
TRANSMISSION PLANT 
Transportation - Light Trucks & 

392.2 Vans 
392.3 Transportation - Heavy Trucks 

392.4 Transportation - Trai lers 

393 Stores Equipment 

394 Tools/Shop. E_quipment 

395 Lab Equipment 

396 Power Operated Equipment 

397 Communications Equipment 
Communications Equipment 

397.3 Post 98 

398 Miscellaneous Equipment 

*Denotes a Reserve Transfer 

Compa rison ofRates and Components 
Currently Approved20 

Average Future Average 
Remaining Net Remaining Remaining 

Life Salvage Life Rate Life 

(yrs.) (%) (%) (yrs.) 

2.9 12 9.8 4.9 

7.0 10 6.6 6.4 

13.9 5 3.8 13.8 

7-Year Amortization 
7-Year Amortization 
7-Year Amortization 

5.5 0 2.8 8.4 

5-Year Amortization 

5-Year Amortization 

7-Year Amortization 

- 18 -

Attachment A 

Staff Recommended 
Future 

Net Remain ing 
Reserve Salvage Life Rate 

(%) (%) (%) 

49.90 12 7.8 

45.29 10 7.0 

44.38 5 3.7 

7-Year Amortization 
7-Year Amortization 
7-Year Amortization 

63.23 0 4.4 

5-Year Amortization 

5-Year Amortization 

7-Year Amortization 
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Account Account T itle 

Number 

TRANSM ISSION PLANT 

350. 1 Land Rights 

352 Structures and Improvements 

353 Station Equipment 

354 Towers and Fixtures 

355 Poles and Fixtures 

355. 1 Poles and Fixtures - Concrete 

356 Overhead Conductors and Devices 

359 Roads and Trai ls 

TOTAL TRANSMISSION PLANT 

DISTR IBUTION PLANT 

360. 1 Land Rights 

36 1 Structures and Improvements 

362 Station Equipment 

364 Po les, Towers, and Fixtures 

365 Overhead Conductors & Devices 

366 Underground Conduit 

367 Undergro und Conductors & Devices 

368 Line Transformers 

369 Services 

370 Meters 

371 Installation on Customers' Premises 

373 Street Lighting & Signal Systems 

TOTAL DfSTRlBUTION PLANT 

GENERAL PLANT 

390 Structures & Improvements 

392. 1 Transportation - Cars 

392.2 Transportation - Light Trucks & Vans 

392.3 Transportation - Heavy Trucks 

392.4 Transportation -Trailers 

396 Power Operated Equipment 

TOTAL GENERAL PLANT 

Comparison of Expenses 

Currene 3 

Depreciation Annual 

Rate Expense 

(%) ($) 

2.3 548 

1.8 3,560 

2.4 89,965 

2.1 4,72 1 

3.4 53,662 

2.9 77,032 

2.4 60,906 

1.5 102 

290,495 

1.8 1,026 

1.9 3,307 

2.8 247,926 

4. 1 584, I 09 

4. 1 537,26 1 

1.6 88,8 18 

2.9 236,535 

4.3 724,774 

4.0 407,483 

3.7 144 ,806 

5.7 173,473 

5.0 72,306 

3,22 1,824 

2.0 89,80 1 

12.1 6,089 

9.8 94, 153 

6.6 233,285 

3.8 5,475 

2.8 8,483 

437,288 

TOTAL PLANT I 3,949,607 I 

Attachment 8 

Staff Proposed 
Change 

Depreciation Annual In 
Rate Expense Expense 

(%) ($) ($) 

1.4 334 (2 15) 

1.8 3,560 0 

2.6 97,462 7,497 

2. 1 4,72 1 0 

4. 1 64,7 10 11 ,048 

2.9 77,032 0 

2.5 63,443 2,538 

1.5 102 0 

31 1,363 20,868 

1.6 9 12 ( 114) 

1.7 2,959 (348) 

2.4 2 12,508 (35,4 18) 

3.9 555,6 15 (28,493) 

3.4 445,533 (9 1,727) 

1.8 99,920 11 , 102 

3.2 26 1,004 24,469 

4.0 674,209 (50,566) 

3.6 366,735 (40,748) 

3.7 144,806 0 

4.5 136,953 (36,52 1) 

4.9 70,860 ( I ,446) 

2,972,01 4 (249,810) 

2.0 89,80 1 0 

11.9 5,989 ( I 0 I) 

7.8 74 ,938 (19,2 15) 

7.0 247,423 14, 138 

3.7 5,33 1 ( 144) 

4.4 13,33 1 4 ,848 

436,81 4 (474) 

3,720,192 (229,41 5) 

23 Order No. PSC- 12-0065-PAA-El, issued February 13, 20 12, in Docket No. 110207-El, In re: 20 11 depreciation study by Florida 

Public Utilities Company. 
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Theoretical Reserve Analysis 

Account Account Title 
Reserve Theoretical 

Number 1/ 1/20 15 Reserve 

TRANSMISSION PLANT ($) ($) 
350.1 Land Rights 18,962 15,163 

352 Structures and Improvements 17,5 16 19,776 

353 Station Equipment 948,485 I, 132,053 

354 Towers and Fixtures 190,300 190,070 

355 Poles and Fixtures I ,073,934 1,276,052 

355.1 Poles and Fixtures - Concrete 334,834 294,847 

356 Overhead Conductors and Devices 744,898 852,680 

359 Roads and Trails 5,500 5,5 15 

TOTAL TRANSMISSION PLANT 3,334,429 3,786, 156 

DISTRJBUTION PLANT 

360. 1 Land Rights 29,540 26,959 

361 Structures and Improvements 41 ,158 35 ,502 

362 Station Equipment 2,682,209 2,514,680 

364 Poles, Towers, and Fixtures 6,805,379 7,664,645 

365 Overhead Conductors & Devices 8,358,899 8,334,096 

366 Underground Conduit 952,686 832,669 

367 Underground Conductors & Devices 2,619,264 2,936,293 

368 Line Transformers II ,953,804 11 ,866,072 

369 Services 6,560,065 6,454,535 

370 Meters 2,285,299 2,581 ,858 

37 1 Installation on Customers' Premises 1,573,237 I ,424,306 

373 Street Lighting & Signal Systems 1,054,774 1,04 1,2 13 

TOTAL DISTRJBUTION PLANT 44,916,314 45,712,828 

GENERAL PLANT 

390 Structures & lmpsovements 748,472 808,2 11 

392.1 Transportation - Cars 6,747 6,240 

392.2 Transportation - Light Trucks & Vans 479,394 384,107 

392.3 Transportation - Heavy Trucks I ,600,669 1,620,269 

392.4 Transportation -Trailers 63,950 61 ,322 

396 Power Operated Equipment 191 ,566 201 , 179 

TOTAL GENERAL PLANT 3,090,798 3,081,328 

TOTAL PLANT 51,34 1,54 1 52,580,3 12 

- 20 -

Anachment C 

Reserve Reserve Restated 

Imbalance Transfer Reserve 
($) ($) ($) 

3,799 (3,799) 15,163 

(2,260) 0 17,516 

( 183,568) 0 948,485 

230 0 190,300 

(202, 11 8) 43 ,786 1,117,720 

39,987 (39,987) 294,847 

(107,782) 0 744,898 

( 15) 0 5,500 

(45 1,727) 0 3,334,429 

2,581 0 29,540 

5,656 0 41, 158 

167,529 ( 167.529) 2,514,680 

(859.266) 357,983 7, 163,362 

24,803 (24.803) 8,334,096 

120,0 17 (120.0 17) 832,669 

(3 17.029) 0 2,6 19,264 

87,732 (87.732) 11 ,866,072 

I 05,530 ( I 05,530) 6,454,535 

(296,559) 296,559 2,58 1,858 

148,931 ( 1-18,931) I ,424,306 

13,56 1 0 1,054,774 

(796,5 15) 0 44,9 16,314 

(59,739) 0 748,472 

507 0 6,747 

95,287 0 479,394 

( 19.600) 0 1,600,669 

2,628 0 63,950 

(9.6 13) 0 191 ,566 

9,470 0 3,090,798 

( 1,238.77 1) 0 5 1,341,54 1 
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Office of Commission Clerk (Stauffer) 

Division of Economics (H~'ts) ~ 
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RE: Docket No. 150208-EI - Petition for base rate reduction reflecting end of 
amortization period for retired plant, by Florida Power & Light Company. 

AGENDA: 12/03/15- Regu lar Agenda- Proposed Agency Action - Interested Persons May 
Participate 

COMMISSIONERS ASSIGNED: All Commissioners 

PREHEARING OFFICER: Brise 

CRITICAL DATES: None 

SPECIAL INSTRUCTIONS: None 

Case Background 

On September 18, 2015, Florida Power and Light Company (FPL or company) filed a petition to 

reduce its jurisdictional annual revenue requirement by $222,192 in accordance with the Nuclear 

Cost Recovery (NCR) process set forth in Section 366.93, Florida Statutes (F.S.). FPL states that 
this proposed revenue requirement reduction reflects the end of the Commission-authorized five

year amortization of the true-up of the final net book value of plant retired in 2009, as wel l as the 

actual/estimated net book va lue of plant retired in 20 l 0, associated with FPL's Extended Power 

Uprate Project (EPU). 1 The amortization for both of these costs began in March 2011. FPL is 

requesting to implement its revised annual revenue requirement on March 1, 20 16. 

1 Order No. PSC-08-0021 -FOF-EI , issued January 7, 2008, Docket No. 070602-EI, In re: Petition for determination 

of need for expansion of Turkey Point and St. Lucie nuclear power plants, for exemption from Bid Rule 25-22.082, 

Florida Adm in istrative Code (F.A.C.), and for cost recovery through the Commission's Nuclear Power Plant Cost 

Recovery Rule, Rule 25-6.0423, F.A.C. 
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Docket No. 150208-EI 
Date: November 18, 2015 

In 2006, the Florida Legislature adopted legislation, Section 366.93, F.S., encouraging the 
development of nuclear energy in the state. In that section, the Legislature directed the 
Commission to adopt rules providing for alternative cost recovery mechanisms that would 
encourage investor-owned electric utilities to invest in nuclear power plants. The Commission 
adopted Rule 25-6.0423, Florida Administrative Code (F.A.C.), which provides for an annual 
cost recovery proceeding to consider investor-owned utilities' requests for cost recovery for 
nuclear plants. 

By Order No. PSC-08-0021-FOF-EI,2 the Commission made an affirmative determination of 
need for FPL's proposed EPU project to expand all four of its nuclear units: Turkey Point Units 
3 and 4 and St. Lucie Units 1 and 2. Staff notes this work has been performed and all four EPU 
projects are complete. 

Pursuant to Rule 25-6.0423(8)(e), F.A.C.,3 FPL requested to increase its base rates in 2009 to 
recover the costs of assets retired that same year because of the EPU Project. The Rule states: 

The jurisdictional net book value of any existing generating plant that is retired as 
a result of operation of the power plant shall be recovered through an increase in 
base rate charges over a period not to exceed 5 years. At the end of the recovery 
period, base rates shall be reduced by an amount equal to the increase associated 
with the recovery of the retired generating plant. 

By Order No. PSC-10-0207-PAA-EI,4 the Commission authorized FPL to increase its base rates 
for recovering costs associated with the turbine gantry crane phase of the EPU project at St. 
Lucie Unit 2. This authorization and approval was subject to true-up and revision based on a 
final review of the associated expenditures in the Nuclear Cost Recovery Clause, Docket No. 
100009-EI. 

By Order No. PSC-11-0078-PAA-EI5 the Commission approved FPL's request for a 5-year 
amortization to recover the net book value of retired plant related to the company's EPU Project 
in the amount of $198,307 Gurisdictional). Order No. PSC-11-0078-PAA-EI also directed the 
company to include the true-up revision required by Order No. PSC-1 0-0207-P AA-EI. This true
up resulted in an additional increase to base rates of $48,335. Of this amount $23,885 related to 
recovery of retirement, removal, and salvage of plant equipment costs under Rule 25-

2 Ibid. 
3 Rule 25-6.0423, F.A.C., Nuclear or Integrated Gasification Combined Cycle Power Plant Cost Recovery, was last 
amended on 1/29/2014. The Rule amendment occurred subsequent to FPL's petition in Docket No. 100419-EI. In 
it's petition, FPL requested, and the Commission ultimately ordered in Order No. PSC-11-0078-PAA-EI, recovery 
under Rule 25-6.0423(7), F.A.C. Due the January 2014 amendment, Rule 25-6.0423(7), F.A.C., was re-numbered to 
Rule 25-6.0423(8), F.A.C. Staff refers to the current numbering of Rule 25-6.0423, F.A.C., throughout this 
recommendation, however, has left intact the original docket names/references in footnotes. 
4 Order No. PSC-10-0207-PAA-EI, issued April 5, 2010, in Docket No. 090529-EI, In re: Petition to include costs 
associated with the extended power uprate project in base rates, by Florida Power & Light Company. 
5 Order No. PSC-11-0078-PAA-EI, issued January 31,2011, in Docket No. 100419-EI, In re: Petition for approval 
of base rate increase for extended power uprate systems placed in commercial service, pursuant to Section 
366.93(4), F.S., and Rules 25-6.0423(7) and 28-106.201, F.A.C., by Florida Power & Light Company. 
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6.0423(8)(e), F.A.C., was set for 5-year amortization. The combined amount of $198,307 and 
$23,885, or $222,192, began being amortized March 1, 2011.6 The company now requests 
authorization in the instant docket to reflect conclusion of the amortization by reducing its annual 
revenue requirement by $222,192. 

The Commission has jurisdiction over these matters through several provisions of Chapter 366, 
F.S., including Sections 366.05 and 366.06, F.S. 

6 Ibid. 
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Discussion of Issues 

Issue 1 

Issue 1: Should the Commission approve FPL's request to decrease its annual revenue 
requirement by $222,192 to reflect the conclusion of the 5-year asset amortization, which began 
in March 2011, for recovery of assets retired in 2009 and 2010 because of the company's EPU 
project? 

Recommendation: Yes. The Commission should approve FPL 's request to decrease its 
annual revenue requirement by $222,192 to reflect the conclusion of the 5-year asset 
amortization, which began in March 2011, for recovery of assets retired in 2009 and 20 10 
because of the company's EPU project. (Higgins) 

Staff Analysis: By Order No. PSC-11-0078-PAA-EI,7 the Commission approved FPL's 
request to increase its base rates by $222, 192 for the 5-year asset amortization, which began in 
March 2011, for recovery of assets retired in 2009 and 2010 because of the company's EPU 
project. FPL's petition in this docket requesting the Commission approve a decrease of its annual 
revenue requirement by $222,192 is consistent with that order. 

Due to the pending conclusion of the 5-year amortization period, staff recommends the 
Commission approve FPL's request to reduce its revenue requirement by $222,192. If approved, 
staff notes that FPL' s newly revised revenue requirement will not require any tariff revisions, or 
change in rates, due to the minimal decrease when appropriately allocated across all of FPL's 
rate classes.8 A summary ofFPL's proposed revised annual revenue requirement allocated across 
all rate classes is contained on Attachment B to its petition, which as previously mentioned lists 
no change in rates for all customer classes. 

Conclusion 
Staff recommends the Commission approve FPL's request to decrease its annual revenue 
requirement by $222,192 to reflect the conclusion of the 5-year asset amortization, which began 
in March 2011, for recovery of assets retired in 2009 and 201 0 because of the company's EPU 
project. 

7 Order No. PSC-II-0078-PAA-EI, issued January 3I, 20 II, in Docket No. I 004I9-EI, In re: Petition for approval 
of base rate increase for extended power uprate systems placed in commercial service, pursuant to Section 
366.93(4), F.S., and Rules 25-6.0423(7) and 28-I06.20I, F.A.C., by Florida Power & Light Company. 
8 The total revenue requirements were allocated based on the nuclear revenue requirements in the Cost of Service 
Study approved by Order No. PSC-13-0023-S-EI, issued January I4, 2013, in Docket No. I200I5-EI, In re: Petition 
for increase in rates by Florida Power & Light Company. 
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Issue 2: What is the effective date ofFPL's revised revenue requirement? 

Issue 2 

Recommendation: If the Commission approves the staff recommendation in Issue 1, the 
revised revenue requirement for FPL should be implemented beginning March 1, 2016. 
(Higgins) 

Staff Analysis: By Order No. PSC-11-0078-PAA-EI9 the Commission approved FPL's 
request to increase its base rates for a period of 5 years via amortization to recover the net book 
value of retiring plant related to the Company's EPU Project. The 5-year amortization period 
began March 1, 2011. Under Commission rule, 10 the net book value of any existing generating 
plant that is retired shall be recovered through an increase in base rate charges over a period not 
to exceed 5 years. Staff notes that the five-year period from inception ends March 1, 2016, which 
is also the date FPL is requesting to implement its revised revenue requirement. Therefore, staff 
believes the appropriate date for FPL to revise its revenue requirement by $222,192 is March 1, 
2016. 

Conclusion 
If the Commission approves the staff recommendation in Issue 1, the revised revenue 
requirement for FPL should be implemented beginning March 1, 2016. 

9 Order No. PSC-11-0078-PAA-EI, issued January 31, 20 II, in Docket No. I 00419-EI, In re: Petition for approval 
of base rate increase for extended power uprate systems placed in commercial service, pursuant to Section 
366.93(4), F.S., and Rules 25-6.0423(7) and 28-106.201, F.A.C., by Florida Power & Light Company. 
10 Rule 25-6.0423(8)(e), F.A.C. 
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Issue 3: Should this docket be closed? 

Issue 3 

Recommendation: If no person whose substantial interests are affected by the proposed 
agency action files a protest within 21 days of the issuance of the order, this docket should be 
closed upon the issuance of a consummating order. (Villafrate) 

Staff Analysis: If no person whose substantial interests are affected by the proposed agency 
action files a protest within 21 days of the issuance of the order, this docket should be closed 
upon the issuance of a consummating order. 
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RE: Docket No. 150211 -EI - Petition for approval of depreciation rates fo r solar 
photovoltaic generating units, by Tampa Electric Company. 

AGENDA: 12/03/15- Regular Agenda- Proposed Agency Action- Interested Persons May 
Participate 

COMMISSIONERS ASSIGNED: All Commissioners 

PREHEARING OFFICER: Brown 

CRITICAL DATES: None 

SPECIAL INSTRUCTIONS: None 

Case Background 

Pursuant to Rule 25-6.0436(3)(a), Florida Administrative Code (F.A.C.), electric utilities are 
required to maintain depreciation rates and accumulated depreciation reserve in accounts or 
subaccounts as prescribed in Rule 25-6.014(1), F.A.C. Rule 25-6.0436(3)(b), F.A.C., provides 
that " [u]pon establishing a new account or subaccount classification, each utility shall request 
Commission approval of a depreciation rate for the new plant category." On September 29, 20 15, 
Tampa Electric Company (TECO or the company) filed its petition, in accordance with th is rule, 
to establish depreciation rates for its solar photovoltaic generating units and associated 
equipment. The Florida Public Service Commission (Commission) has jurisdiction in this matter 
pursuant to Sections 366.04, 366.05, and 366.06, Florida Statutes (F.S.). 
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Discussion of Issues 

Issue 1 

Issue 1: Should the Commission establish subaccounts with depreciation rates for TECO's 
solar photovoltaic generating units and associated equipment? 

Recommendation: Yes. Staff recommends the Commission establish the subaccounts shown 
in the staff analysis, with a 30-year life and a whole life depreciation rate of 3.3 percent, for 
TECO's solar photovoltaic generating units and associated equipment. (Wu, Clemence, Graves, 
Stratis, Wooten) 

Staff Analysis: TECO is seeking the Commission's approval of depreciation rates for 
specified subaccounts to apply to solar photovoltaic (PV) generating units and associated 
equipment that it is constructing at the Tampa International Airport (TIA), and to such other 
solar PV generating systems expected to be constructed in the future. The TIA project involves 
construction of a 2 MWoc PV system located on the top floor of TIA's Economy Parking 
Garage. TECO will own the PV support structure, PV system and the energy output under a 25-
year lease from TIA for the space. Commissioning of the generating units is expected in late 
December 2015. Other solar PV projects1 are expected in the future. 

In Order No. PSC-08-0731-PAA-EI,2 the Commission adopted a 30-year life with zero net 
salvage for comparable solar PV generating units for Florida Power & Light Company (FPL). 
The resulting 3.3 percent depreciation rate was authorized in that order to be used for the 
following subaccounts:3 

303.xx Intangible Plant 

341.xx Structures and Improvements 

343 .xx Other Generation Plant 

345.xx Accessory Electric Equipment 

TECO plans to use the same subaccounts to book all the components of its solar PV generating 
units that are currently under construction and will be built in the future. TECO also believes that 
a 30-year plant life, a zero net salvage, and a 3.3 percent depreciation rate applies to these same 
depreciation subaccounts for the company's solar PV facilities. TECO indicates that it has very 
little experience with large utility scale solar PV generating facilities and their expected life and 
depreciation rate. TECO determined that the aforementioned subaccounts with a 3.3 percent 

1 TECO's petition, page 2, indicates that the company is investigating a 25 MW0c PV system to be sited near the 
Big Bend Station and the Manatee Viewing Center. 
2 Order No. PSC-08-0731-PAA-EI, issued November 3, 2008, in Docket 080543-EI. In re: Request for agproval to 
begin depreciating new technology solar photovoltaic plant sites for DeSoto and Space Coast Solar Energy Centers 
over 30-year period. effective with in-service dates of units. by Florida Power & Light Company. 
3 TECO intends to record solar PV generating units in subaccounts so that the investments in these assets will be 
separately identified within TECO's plant accounts. At this time TECO has not yet identified the specific 
subaccounts in which to record these investments; however, the subaccounts will be set up prior to the in-service 
date of any solar PV units. 
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Issue I 

depreciation rate granted to FPL's solar PV generating units by the Commission seemed 
appropriate for the TECO facilities. 4 

The major components of the solar PV generating system include PV panels, inverters and a 
support structure. Staff notes that Solar Electric Power Association, a solar research and 
education non-profit entity with electric utility and company members, and Solar Source, the 
TIA project turnkey construction firm, concurred with TECO's proposed 30-year plant life. In 
addition, National Renewable Enerfy Laboratory's 25 to 40 years estimated life supports 
TECO's estimated 30-year plant life. Staff notes that the PV panels used for this project6 have a 
25-year linear performance warranty. The inverters have 15-year warranty, but the company 
anticipates replacing the inverters once during the life of the system. The support structure is 
concrete canopy which was built to meet or exceed the expected facility life. 7 The lease entered 
into between TECO and TIA for space to locate the PV generating units is for 25 years with a 5-
year extension option. It is TECO's intent to exercise the option to extend the lease for an 
additional 5 years for a total of 30 years from the commencement date of the TIA solar PV 
generating units. 8 

TECO proposes a net salvage value of zero for the petitioned subaccounts to book its PV 
generating units and associated equipment. The company indicates that it does not know the 
salvage value this early in the development of utility scale solar PV generating stations.9 The 
company proposes a net salvage value of zero until a better understanding of net salvage value is 
known. As better understanding is gained over the years, this value can be re-evaluated. Staff 
agrees with TECO's position. Rule 25-6.0436(8)(a), F.A.C., requires investor-owned utilities to 
file a comprehensive depreciation study at least once every four years from the submission date 
of the previous study. The values of the net salvage as well as other depreciation parameters 
assigned to the petitioned subaccounts in the instant case will be re-evaluated in TECO's future 
depreciation studies filed with the Commission. 

In its petition, TECO indicates that it is currently evaluating the retirement unit structure that the 
company will employ and will prepare and file a site specific depreciation study for TIA. The 
company explains that the first couple of utility scale solar PV generating sites being considered 
have some substantial differences in construction and siting between them, so site-specific 
depreciation studies may be called for until some understanding of comparable construction and 
siting become apparent for future development. 10 The filing of the TIA site study would occur 
some time after the facility goes into service and all the trailing charges have been booked and 
unitized. 

Based on the information available and the analysis above, staff believes that TECO's proposed 
30-year life and zero net salvage for solar PV generating units applied to the subaccounts 

4 TECO's responses to Staffs First Data Request Nos. S.b. and I 0. 
s TECO's response to Staffs First Data Request No. I. 
6 SW325 PV panels manufactured by SolarWorld. 
7 TECO's response to Staffs First Data Request No.2 
8 TECO's response to Staffs First Data Request No.3. 
9 TECO's response to Staffs First Data Request No.9. 
10 TECO's response to Staffs First Data Request No. II. 
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Issue 1 

identified on page 2 are appropriate at this time. This results in a whole life depreciation rate of 
3.3 percent. 

Conclusion 

Staff believes it would be appropriate for the Commission establish the Subaccounts 303.xx
Intangible Plant, 341.xx-Structures and Improvements, 343.xx-Other Generation Plant, and 
345.xx-Accessory Electric Equipment, with a 30-year life and a whole life depreciation rate of 
3.3 percent, for TECO's solar photovoltaic generating units and associated equipment. 
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Issue 2 

Issue 2: What should be the effective date for the implementation of the new depreciation rates 
for TECO's solar photovoltaic generating units and associated equipment? 

Recommendation: Staff recommends an effective date for the implementation of the new 
depreciation rates for TECO's solar photovoltaic generating units and associated equipment of 
December 31,2015. (Wu) 

Staff Analysis: Depreciation is the recovery of invested capital representing equipment that is 
providing service to the public. This recovery is designed to take place over the related period of 
service to the public, which begins with the equipment's in-service date. In its petition, TECO 
has requested the Commission to approve the new depreciation rates for solar PV generating 
units and associated equipment effective December 3, 2015. TECO also indicated that the 
commissioning of the TIA solar PV generating units, the company's first solar PV plant, will be 
in late December 2015. Through discussion with the company, 11 staff determined that an 
effective date of December 31, 2015, would meet TECO's need of having approved depreciation 
rates for plant in-service in 2015 for reporting purposes while also recognizing the expected 
timing of the commissioning of the solar PV project. 

11 Document No. 07071-15. 
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Issue 3: Should this docket be closed? 

Issue 3 

Recommendation: If no person whose substantial interests are affected by the proposed 
agency action files a protest within 21 days of the issuance of the order, this docket should be 
closed upon the issuance of a consummating order. (Mapp) 

Staff Analysis: At the conclusion of the protest period, if not protest is filed, this docket 
should be closed upon the issuance of a consummating order. 
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PREHEARING OFFICER: Administrative 

CRITICAL DATES: None 

SPECIAL INSTRUCTIONS: None 

S fij) Case Background 

On October 2, 20 I fo, Tampa Electric Company (Tampa Electric or Company) fi led a peti tion for 

approval of its voluntary Advanced Meter Program (AMP or program) agreement tariff. 

Residential Tampa Electric customers who own solar photovoltaic (PV) systems interconnected 

with Tampa Electric are eligible fo r this program. 

In its peti tion, Tampa Electric requested that the Commission approve the proposed tariff 

effective December 3, 20 15. Tampa Electric responded to Staff's First Data Request on October 

27, 20 15, and to Stairs Second Data Request on November 3, 2015. The proposed tariff is 

provided in Attachment I . The Commission has jurisdiction over this matter pursuant to Section 

366.04, Florida Statutes. 

FPSC Commission Clerk
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Discussion of Issues 

Issue 1 

Issue 1: Should the Commission approve Tampa Electric's proposed AMP agreement tariff? 

Recommendation: Yes, the Commission should approve Tampa Electric's proposed AMP 

agreement tariff effective December 3, 2015. (Ollila, Guffey, Clemence) 

Staff Analysis: AMP is a voluntary program for residential customers who own PV systems 
that are interconnected with the Company. The signed AMP agreement permits Tampa Electric 

to install an advanced meter, at no cost to the customer, that will record the energy output of the 

customer's PV generator. The data generated by the advanced meter will be available to both the 

customer and the Company. Currently, customers who have installed rooftop solar PV systems 

do not have utility meters measuring the output of their generators. The current billing meter 

registers the energy purchased from Tampa Electric and the amount of excess energy from the 

PV system that is delivered to the Company but does not track how much of the customer's 

consumption is offset by the PV generator. 

AMP Details 
Agreement 

The proposed AMP agreement has an initial term of three years. Tampa Electric states that, if a 

customer wishes to terminate the agreement prior to the completion of the initial term, the 

Company will remove the advanced meter at no cost or penalty to the customer. According to the 

Company, only the property owner may execute the agreement to participate in the program. If a 

participating customer sells the house while the agreement is in effect, the new owner of the 

house would be required to enter into a new agreement with Tampa Electric in order to 

participate in the program. 

Costs 
Tampa Electric estimates up-front costs of $566,000 and annual expenses of $19,500, assuming 

approximately 100 customers elect to participate. Up-front costs include the capital costs of the 

AMP meters and installation. Annual expenses include communications and web-hosting costs 

for the AMP meters. The Company considers AMP-related costs to be base rate costs, so there 

will be no costs charged to participating customers during the initial term. Tampa Electric states 

that, if it were to charge for AMP after the initial term, it would seek Commission approval prior 

to the imposition of any charge. 

Customers 
As of September 30, 2015, Tampa Electric had 637 residential customers who own PV systems 
that are interconnected with the Company. Customers will be solicited to participate via email, 

reaching the approximately 500 customers with email addresses on file with the Company. 
Tampa Electric, however, will also accept those customers without email addresses on file into 

the program. Tampa Electric expects about 20 percent of the customers, or 100, to participate in 

the program. Tampa Electric explained that it is only seeking a portion of the eligible customers 

to participate in the program as it believes this strategy will secure sufficient participation level 
for purposes of this program. Although AMP is limited to residential customers, the Company 

stated that the program could be expanded to commercial PV customers at a later date. 
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Meters and Installation 

Issue 1 

The AMP meter will be installed at the participant's home at or near the existing Tampa Electric
owned disconnect switch located between the participant's PV system and the delivery of the PV 
energy to the home. A customer requesting to participate in the AMP program will have to 
schedule an appointment with a Tampa Electric representative who will discuss the best location 
for the new AMP meter, conduct an evaluation, and answer any questions the customer may 
have. 

In addition to the installation of the AMP meter, the customer's existing billing meter will be 
replaced by an advanced billing meter. The advanced billing meter differs from the existing 
billing meter mainly in that it includes a cellular communications device. The AMP meter will 
communicate the output of the PV system to the advanced billing meter in 15-minute intervals. 
The new advanced billing meter will then communicate the data via its cellular device to the 
Company allowing the Company to collect the meter data remotely. 

Tampa Electric states in its petition that it will also replace existing billing meters with advanced 
meters at some homes with no PV installations. According to Tampa Electric, the new advanced 
meter will allow it to evaluate the metering and communication equipment with and without PV 
installations and provide early testing of advanced meters. In response to staffs data request, 
Tampa Electric stated that it is not seeking Commission approval of the partial deployment of 
advanced billing meters to customers without PV generation as part of its petition. The Company 
notes that Commission approval is not required to change out existing billing meters to advanced 
billing meters. Tampa Electric stated the partial deployment of the advanced meters will be less 
than 5,000 meters; customers will be able to choose whether or not to participate. The Company 
does not have a date yet for full deployment. 

AMP Data 
Customers will be able to monitor the output of their PV system via a secure web portal. 
According to the Company, customers may wish to use the data to determine how much power 
their PV systems are generating as measured by the AMP meter compared to information on 
generator output from the PV system. 

The Company states that it is concerned about not understanding the output impacts of 
residential solar on its grid and on its distribution system, in particular. As the use of solar 
continues to expand, Tampa Electric believes solar will have a more substantial impact on its 
load and energy forecasting process. Tampa Electric intends to use the data recorded by the AMP 
meter to analyze the impact of rooftop residential solar, in conjunction with residential house 
usage measured by the utility meter, on its distribution system for local load planning and design 
of the protection devices on the distribution and substation systems. 

In addition, the Company will be able to measure the output characteristics of the different types 
of solar generators, knowing which direction faces the sun and any potential obstructions (e.g., 
trees or neighboring structures) in order to determine actual achieved generator output versus 
nameplate generator output. The Company states that a better understanding of how well solar 
generation will perform compared to how it might be marketed will give Tampa Electric the 
ability to provide more educated advice to customers considering installing rooftop solar 
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systems. In addition, the Company expects that, with its increased understanding of the 
economics of rooftop solar generation, it will be able to better engage with residential solar 
rooftop developers and provide advice on the impact of their developments on local areas that 
may require distribution line capacity upgrades. 

Conclusion 
Staff believes that this optional program is likely to provide useful information to the Company 
and participating customers. Staff recommends that the Commission approve Tampa Electric's 
proposed AMP agreement tariff, effective December 3, 2015. 
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Issue 2: Should this docket be closed? 

Issue 2 

. ~Y 
Recommendatton: Yes.!. If Issue I is approved, the tariff should become effecti ve on 
December 3, 2015. If a protest is fi led within 2 1 days of the issuance of the order, the tariff 
should remain in effect pending resolution of the protest. If no timely protest is fil ed, this docket 
should be closed upon the issuance of a consummating order. (Corbari ) 

Staff Analysis: If Issue 1 is approved, the tariff should become effective on December 3, 
2015. If a protest is filed within 2 1 days of the issuance ofthe order, the tariff should remain in 
effect 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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O RI1GIIN A L SH EET NO. 7 .310 

THIS A G REEMENT for Advanced Metering Program (AMP) service is entered into th is 
___ d:Jy of , ___ , ("Effective Date") IJetween T:Jmp:J E lectric Comp::my 
("Comp:Jnyn) :Jnd ("Cu stomer"). 

IN CONSIDERAT IO N of tM mutual agreements hereim~fter contained , IT IS AGREED: 

1 . Scope. The Comp:Jny v1il l provide A MP service to the Customer, and the Custotner will 
receive such ser1ice in accord:Jnce with this Agreement . 

2 . Rules. Reg u lation s ancl Rates. Florida st3te law and the rules. regulauons and 3pplica !>le 
r3 te schedules of the Comp:Jny, 3S may !>e filed •.vith 3ncl regui:Jted IJy the Florida Pu!>lic 
Service Commission {"Commtsston"), s l1al l govem AMP service and :Jre tncorporated herein IJy 
reference. Such I:Jws, rules. regui3Uons :Jnd r:Jte schedules :Jre su l)ject to ch3nge during the 
term of thts Agreement as providecl by I:Jw. Copies of current rules, regui:J tions and 3pplical>le 
rate schedu les are available from the Company or the Commission upon request. 

3. T enn. T he initial term of m is Agreement sh311 l>e three (3) ye:Jrs from the commencement 
of sertice under this Agreement. The Agreement sh:JII continue in effect upon completton of 
the initial term until termin3ted l)y either p3rty providing written notice to the other. 

4. AMP Service. T l1e characteristics of A MP Servtce are: 

a. The Comp:JtW will inst:J II 311 :Jdv3nced meter set on the Customer side of the extsting AC 
disconnect switch near extsting Comp3ny l)illing meter at the Customer's premises. The 
equipment inst3 lled Wtll include all connection pomts between tile Customer's electriC31 p3ne1. 
the 30v:Jnced mete r, and associ:Jte<:l d tsconnect swHch conduit. Tile 3dvanced meter and 
associated equipment inst:JIIed will not interfere with the operation or maimen:Jnce of either the 
Customer's sol:Jr :Jrray or the associated inverter. The advanced meter and equipment WJII 
rem3in the property of the Company. 

1). The :Jdvanced meter is designed to extract data on the Customer's solar output of 
C ustomer's solar array, :Jnd relay it back to the Comp~my . 

c. The data extracte<:J fr om the :Jdvanced meter will be made av3ilable to the Customer through 
a weiJsite so th:J. Customer can use the data to comp;:ue to solar generating data it collects 
through other means. 

d . The Company will IJe allowecl to use the solar producuon data from the adv;:mced meter for 
utility system planning, load and generation forec:Jsting 3nd other l)usmess needs. 

Continued on Sl1eet No. 7 .3 15 

ISS UED BY: G . L. Gillette. Presidem DATE EFFECTIV E: 
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ORIGINAL SHEET NO. 7 .31 5 

5. No Ch<lrge. The Company wtll l>ear all costs associated With the advanced meter set, its 
installation and repair. Tl1e Customer will not be assessed any cha rges by t11e Company for 
AMP service du ring the term of this ::lgreement 

6. As-Availn iJie Nature of Program ; No Wnrranty. As this IS :3 free service, the Comp::lny 
re ser1es the right to suspend o r terminate AMP Service ;:md/or th e online we iJSJte in its sole 
discretion at any ltme. A ll data is provided as-is, as-ava ilal>le . T he Company makes no 
warramy as to t il e ::lV::li lability or accuracy of the data provtded through the advanced meter set 
and website since it is betng supplied for informanonal purposes on ly, at no charge to the 
Customer. T he Company disclaims all warranties. express o r implieo. including warranties oi 
flmess for a parttcular pu rpose. 

7. Meter Access ancl Removal. The Customer 11eret>y gr::lnts the Company access to the 
area where the ::ldvanced meter set nncl re lated equ ipment are to !>e inst:~ llecl for purposes of 
installat ion, maintenance and removal of same. T l1e Cuswmer agrees, not to attempt or 
permit a thi rd pany to artempt, to adjust, modify or remove the advanced meter set without the 
prior written approval of the Comp::lny. Upon tem11n::ltion of the Agreement, t11e Company will 
remove the adv~mced meter se t and associ::lted equipment. 

B. Miscellaneo us. Tl1is Agreement con stitutes the enure agreement l>etween th e parties 
regarding th e subject matter hereof, and supersedes any pn or o r contemporaneous 
statements reg:uding the same. No modtfica tion of tl1is Agreement sh all be l>mding unless it is 
in writing and accepted IJy the Customer and the Comp~my. Tl1is Agreement sh&:l iJ IJe governed 
IJy the 13ws of the State of Flonda. 

IN WITNESS WHEREOF, the parties 11ereto Mve caused U1is Agreement to l>e executecl by 

their duly ::>u tl1onzed representatives. as of the Effective Date hereof. 

CU STOM ER _____________ TAMPA ELE CTRIC COMPANY 

By: _________________________________ By: ____________________________ __ 

TitJe : ------------------- Title: -----------------

ISSUED BY: G . L. Gillette. Presiden t DATE EFFECTIVE: 
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State of Florida

Public Service Commission
Capital Circle office Center • 2540 Siiumard Oak Boulevard

Tallahassee, Florida 32399-0850
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DATE:

TO:

FROM;

RE:

November 18, 2015

Office of Commission Clerk (Stauffer)

Division of Economics (Rome, Guffey) f ̂
Office of the General Counsel (Harper)

Docket No. 150222-EU - Petition for variance from or waiver of Rule 25-6.049(5)
and (6), F.A.C., by 4111 South Ocean Drive, LLC.

AGENDA: 12/03/15 - Regular Agenda - Proposed Agency Action - Interested Persons May
Participate

COWIWIISSIONERS ASSIGNED: All Commissioners

PREHEARING OFFICER: Brown

CRITICAL DATES: Commission must grant or deny the petition by January
11, 2016, pursuant to Section 120.542(8), F.S.

SPECIAL INSTRUCTIONS: None

Case Background

4111 South Ocean Drive, LLC, Inc. (the "Developer"), the developer of the condominiums
located at 4111 South Ocean Drive, Hollywood, Florida 33019 ("4111"), requests a watver of the
requirements of Rule 25-6.049(5) and (6), Florida Administrative Code (F.A.C.). The rule sets
forth the conditions under which individual occupancy units m residential and commercia
buildings must be metered for their electricity use. The rule requires that all occupancy units at
4111 must be individually metered by the utility unless 4111 meets one of the exemptions set
forth in paragraphs (a) through (g) of the rule. The Developer seeks a waiver from this
requirement for 4111. If granted, the rule waiver would allow the installation of a single master
meter to measure usage for all of the residential units at 4111. The waiver is sought because the
Developer contends that 4111 will operate in a manner similar to hotels and motels, which, under
paragraph (d) of the rule, are not required to be individually metered. The Commission

FPSC Commission Clerk
FILED NOV 18, 2015DOCUMENT NO. 07320-15FPSC - COMMISSION CLERK
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designated Mr. Marc Mazo as a qualified representative to represent the interests of the 
Developer in this docket by Order No. PSC-15-0352-FOF-OT, issued September 1, 2015. 

Notice of the petition was published in the Florida Administrative Weekly on October 14, 2015.  
The comment period expired on October 28, 2015, and no comments were received. 

This recommendation addresses whether the Commission should grant the petition for rule 
waiver.  The Commission has jurisdiction pursuant to Sections 366.05, and 366.81, 366.82, 
Florida Statutes (F.S.), and Section 120.542, F.S. 
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Discussion of Issues 

Issue 1:  Should the Commission grant the Developer’s request for waiver of the requirements 
of Rule 25-6.049(5) and (6), F.A.C.? 

Recommendation:  Yes.  The petitioner has demonstrated that the purpose of the underlying 
statutes will be achieved by other means and that application of the rule would both create a 
substantial hardship and violate principles of fairness for 4111. The petitioner should be put on 
notice that as a master meter customer: 1) 4111 must allocate the cost of electricity to the 
individual 4111 unit owners using a reasonable apportionment method, consistent with Rule 25-
6.049(9)(a), F.A.C.; 2) 4111 will be responsible for all of the costs associated with the 
conversion from individual metering to master metering, consistent with Rule 25-6.049(7), 
F.A.C.; and 3) The waiver will be effective for only so long as all or substantially all of the units 
are operated on a transient basis and 4111 is operated and licensed as a transient occupancy 
facility. At such time 4111 is no longer so operated and licensed, 4111 must inform FPL within 
10 days and request FPL to install individual meters on all the occupancy units.  In the event 
such a conversion to individual metering is required, 4111 will be solely responsible for the cost 
of such conversion, consistent with Rule 25-6.049(7), F.A.C.  (Rome, Guffey, Harper) 
 
Staff Analysis:  The petitioner, the Developer, is the operator of 4111 South Ocean Drive, 
Hollywood, Florida, which is located in Florida Power & Light Company’s (FPL) service area. 
The Developer states 4111 is under construction and that before or upon its completion, 4111 
will be named Hyde Resort and Residences and will register and be licensed as a hotel and resort 
as defined in Section 509.242(a), F.S. Upon receiving its registration and license by the Florida 
Department of Business and Professional Regulation to engage in the business of transient 
lodging, 4111 will register with the Florida Department of Revenue to collect and remit sales 
taxes on revenue realized from providing such transient accommodations.  4111 will be in direct 
competition with hotels, motels, and resorts in the area. 
 
The Developer states that 4111 will consist of 367 “resort” units, which are restricted by the City 
of Hollywood to stays of no more than 150 days in any consecutive 12 month period by the same 
occupant.  No permanent residency will be allowed in the 367 resort units. Additionally, there 
will be 40 traditional condominium units, which will be sold with the intent to operate as a part 
of the hotel.  There will also be 3 commercial units, which could potentially be a restaurant, café, 
or bakery.  4111 seeks waiver of Rule 25-6.049(5), F.A.C., because only 90 percent, not 95 
percent, of the units will be used solely for overnight occupancy.  4111 meets the other criteria in 
Rule 25-6.049(5)(g), F.A.C. 
 
4111 will be managed by Gemstone Hotel and Resorts (Gemstone), which is a full service hotel 
management company specializing in luxury, urban hotels and resorts. Gemstone will manage 
the rentals of 4111 units on a daily and weekly basis to the traveling public, similar to hotels, 
motels, and resorts throughout Florida.  Gemstone will provide management personnel for the 
resort, including a General Manager, Assistant Manager, Front Desk Manager and Night 
Manager to oversee sales and marketing, guest services, accounting, security and the general 
safety and wellbeing of guests. 
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In addition, Gemstone will provide certain hotel-type services to all 4111 units which include but 
are not limited to: concierge services, day porter services, housekeeping, linen services, 
marketing and advertising, laundry and dry cleaning, transportation, and business service center.   
Gemstone will also maintain a lobby, front desk in the lobby area for guest registration and 
check-out, and a central telephone switchboard.  Gemstone will assist with advertising and 
utilize a nationally known reservation software program to help keep the units at 4111 occupied. 
Rule 25-6.049(5), F.A.C., requires utilities to individually meter each separate 4111 unit. The 
Developer seeks a waiver that would allow 4111 to be billed under a master meter that would 
serve all of 4111’s units instead of an individual meter on each unit.  This would allow the 
residential units to be billed under a single commercial account, instead of separate residential 
accounts. These consolidations will likely result in lower electricity costs to 4111.  Projected 
annual savings are approximately $111,129 per year. 

Requirements of Section 120.542, F.S. 
Section 120.542, F.S., provides a two-pronged test for determining when waivers and variances 
from agency rules shall be granted.  Section 120.542(2), F.S., states: 

Variances and waivers shall be granted when the person subject to the rule 
demonstrates that the purpose of the underlying statute will be or has been 
achieved by other means by the person and when application of a rule would 
create a substantial hardship or would violate principles of fairness.  For purposes 
of this section, “substantial hardship” means demonstrated economic, 
technological, legal or other type of hardship to the person requesting the variance 
or waiver.  For purposes of this section, “principles of fairness” are violated when 
the literal application of a rule affects a particular person in a manner significantly 
different from the way it affects other similarly situated persons who are subject 
to the rule. 

(Emphasis added). 

Purpose of the Underlying Statutes 
Pursuant to section 120.542, F.S., the petitioner must demonstrate that the purpose of the 
underlying statute will be or has been achieved by other means by the person.  Rule 25-6.049, 
F.A.C., implements section 366.05(1), F.S., and sections 366.81 and 366.82, F.S. Section 
366.05(1), F.S., gives the Commission the authority to prescribe rate classifications and service 
rules and regulations to be observed by investor-owned electric utilities. Rule 25-6.049(5), 
F.A.C., implements this statute by setting forth the circumstances under which individual 
occupancy must be metered by the utility. Sections 366.81 and 366.82, F.S., are known 
collectively as the Florida Energy Efficiency and Conservation Act, or FEECA.  This statute 
directs the Commission to adopt goals and approve plans related to the conservation of electric 
energy.  Rule 25-6.049(5), F.A.C., implements this statute by setting forth the conditions under 
which individual occupancy units must be metered by the utility. The requirement that individual 
occupancy units be individually metered serves the conservation goals of FEECA because when 
unit owners are responsible for paying based on their actual electricity consumption, they are 
more likely to conserve to minimize their bills. 
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Rule 25-6.049(5), F.A.C., provides certain exemptions from the individual metering requirement 
for facilities for which it is not practical to attribute usage to individual occupants due to their 
nature or mode of operation. For example, hotels and motels are commercial enterprises in which 
the occupants of the units are not billed for their use of electricity, but pay a bundled rate for the 
use of a room for a limited time. The rule also exempts timeshare plans from the individual 
metering requirement, because the owners purchase the right to use a unit for a specified period 
of time, typically one week.  Timeshare owners do not directly pay for the electricity used during 
their stay.  Instead, the cost of electricity is apportioned based on ownership interest. Similarly, 
residents of nursing homes and similar care facilities also typically are not billed for their 
individual use of electricity, but pay a bundled price.  In each exemption, there is little or no 
conservation incentive gained by requiring individual metering because the occupants of the 
units do not pay directly for the electricity they use.  Thus, conservation efforts in such cases are 
more effectively carried out by the building manager, who can implement measures to reduce the 
overall electricity consumption of the facility. 
 
Rule 25-6.049(5)(d), F.A.C., provides individual electric meters shall not be required for lodging 
establishments such as hotels, motels, and similar facilities which are rented, leased, or otherwise 
provided to guests by an operator providing overnight occupancy as defined in paragraph (8)(b) 
of the rule. Rule 25-6.049(8)(b), F.A.C., states overnight ccupancy means use of an occupancy 
unit for a short term such as per day or per week where permanent residency is not established.  
 
Based on the representations of the Developer, staff believes the exemption provided by Rule 25-
6.049(5)(d), F.A.C., is applicable to 4111’s units because 4111 will be operated in a manner 
similar to that of hotels, motels, and resorts, with no permanent residency.  Moreover, 4111 
meets the criteria in Rule 25-6.049(5)(g), F.A.C., which includes maintaining a registration desk, 
lobby and central telephone switchboard and recording the names of inidivudual occupying the 
units between each check-in and check-out date.  Additionally, staff believes that the purpose of 
FEECA will be fulfilled and, because of the nature of the operation of 4111, conservation efforts 
will be effectively carried out by the General Manager, Assistant Manager, Chief Engineer, and 
Director of Housekeeping. 
 
Rule 25-6.049(9)(a), F.A.C., states that if master metering is used, the cost of electricity may be 
allocated to the individual occupancy units using “reasonable apportionment methods.”  
Consistent with this rule, the Developer states that if the waiver is granted, the cost of electricity 
to 4111 will be recovered from the unit owners through a pro rata apportionment based on the 
square footage of the unit as compared to the total square footage of all units. Staff believes that 
this apportionment method is reasonable and fulfills the purpose of Section 366.05(1), F.S. 
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Substantial Hardship and Principles of Fairness  
Pursuant to Section 120.542, F.S., the petitioner must also demonstrate that application of the 
rule would create a substantial hardship or would violate principles of fairness. Substantial 
hardship is defined as a demonstrated economic, technologic, legal or other type of hardship to 
the person requesting the waiver.  Principles of fairness are violated when the literal application 
of a rule affects a particular person in a manner significantly different from the way it affects 
other similarly situated persons who are subject to the rule. As discussed below, staff believes 
that the Developer has demonstrated that application of the rule creates a substantial hardship 
and violates principles of fairness. 
 
The Developer asserts that application of the rule will create a substantial hardship because it 
will place 4111 at a competitive disadvantage with respect to the motels and hotels with which it 
competes for guests. Because motels and hotels are exempt from the individual metering 
requirement under paragraph (5)(d) of the rule, they benefit from the lower electricity costs of 
master metering. 4111 estimates that without being allowed to master meter, 4111 will pay more 
for the same electric service to operate its transient rental business than other hotels, motels, and 
similarly situated resorts that have been master metered. Staff believes that the application of the 
rule in this instance will result in substantial economic hardship. 
 
The Developer asserts that the application of the rule in this particular instance results in 
different treatment to similarly situated facilities. The Developer contends that 4111 will be 
operated in a manner similar to that of hotels and motels, which are exempt from the individual 
metering requirement under paragraph (5)(d) of the rule. Thus, staff believes that the disparate 
treatment of similar facilities that results from the application of the rule constitutes a violation 
of the principles of fairness as defined in Section 120.542(2), F.S. 
 
Conclusion 
Based upon the foregoing, staff recommends that the request for waiver of Rule 25-6.049(5) and 
(6), F.A.C., be granted.  Staff believes that the petitioner has demonstrated that the purpose of the 
underlying statutes will be achieved by other means and that application of the rule would both 
create a substantial hardship and violate principles of fairness for 4111. The petitioner should be 
put on notice that as a master meter customer: 

  
  1) 4111 must allocate the cost of electricity to the individual 4111 unit owners using a 

reasonable apportionment method, consistent with Rule 25-6.049(9)(a), F.A.C.;  

  2) 4111 will be responsible for all of the costs associated with the conversion from 
individual metering to master metering, consistent with Rule 25-6.049(7), F.A.C.; and  

3) The waiver will be effective for only so long as all or substantially all of the units are 
operated on a transient basis and 4111 is operated and licensed as a transient occupancy facility. 
At such time that 4111 is no longer so operated and licensed, 4111 must inform FPL within 10 
days and request FPL to install individual meters on all the occupancy units. In the event such a 
conversion to individual metering is required, 4111 will be solely responsible for the cost of such 
conversion, consistent with Rule 25-6.049(7), F.A.C. 
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 The recommendation is similar to Commission Orders PSC-05-0258-PAA-EU,1 PSC-04-
0861-PAA-EU,2 and PSC-13-0579-PAA-EU.3 Those dockets addressed waivers of the 
individual metering requirement for similar hotel/condominium facilities. 

                                                 
1 Issued March 8, 2005, in Docket No. 050010-EU, In Re: Petition for variance from or waiver of metering 
requirement of Rule 25-6.049(5)(a), F.A.C., by Beach House Owners Association, Inc. 
2 Issued September 3, 2004, in Docket No. 040525-EU, In Re: Petition for variance from or waiver of metering 
requirement of Rule 25-6.049(5)(a), F.A.C., by Jetty East Condominium Association, Inc. 
3 Issued October 21, 2013, in Docket No. 130224-EU, In Re: Petition for variance from or waiver of metering 
requirement of Rule 25-6.049(5)(a), F.A.C., by Hallandale Beach, LLC. 
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Issue 2:  Should this docket be closed? 

Recommendation:  Yes, if no person whose substantial interests are affected by the proposed 
agency action files a protest within 21 days of the issuance of the order, this docket should be 
closed upon the issuance of a consummating order.  (Harper) 

Staff Analysis:  If no person whose substantial interests are affected by the proposed agency 
action files a protest within 21 days of the issuance of the order, this docket should be closed 
upon the issuance of a consummating order. 
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RE: Docket No. 150191-GU- Joint petition for approval to implement gas reliability 
infrastructure program (GRIP) for Florida Public Utilities Company-Fort Meade 
and for approval of GRIP cost recovery factors by Florida Public Uti lities 
Company, Florida Public Uti lities Company-Fort Meade and the Florida Division 
of Chesapeake Uti li ties Corporation. 

AGENDA: 12/03115 - Regular Agenda - Tariff Filing - Interested Persons May Participate 

COMMISSIONERS ASSIGNED: All Commissioners 

PREHEARING OFFICER: Administrati ve 

CRITICAL DATES: 8-Month Effective Date: 05/01 /16 (60-day suspensiOn 
date waived by the uti lity) 

SPECIAL INSTRUCTIONS: None 

Case Background 

On September I, 2015, Florida Public Utilities Company (FPUC), FPUC-Fort Meade (Fort 
Meade), and the Florida Division of Chesapeake Util ities Corporation (Chesapeake), co llectively 
the Company, filed a petition seeking approval to implement a new gas reliabi lity infrastructure 
program (GRIP) for Fort Meade and for approval of GRIP cost recovery factors for FPUC, Fort 
Meade, and Chesapeake. 

-
'--' 
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The GRIP profram for FPUC and Chesapeake was originally approved in Order No. PSC-12-
0490-TRF-GU (2012 order) to recover the cost of accelerating the replacement of cast iron and 
bare steel distribution mains and services through a surcharge on customers' bills. FPUC and 
Chesapeake's currently effective surcharges were approved in Order No. PSC-14-0693-TRF
GU.2 FPUC's and Chesapeake's proposed 2016 GRIP surcharges are discussed in Issue 1 of the 
recommendation. 

Fort Meade currently does not have a GRIP program and is requesting Commission approval to 
implement a GRIP program in the instant petition. On October 27, 2015, the Company filed an 
amended petition for approval to implement GRIP for Fort Meade. Fort Meade's proposed 
implementation of a GRIP program is discussed in Issue 2 of the recommendation. 

The 2012 order for FPUC and Chesapeake addressed the .reliability and safety rationale for 
pipeline replacement, the scope of the program, similar actions in other states, and the procedure 
for annually setting the GRIP surcharge to recover the costs of the program. The procedure 
requires an annual filing with three components: 

1. A final true-up showing the actual replacement costs, actual surcharge revenues, and 
over- or under-recovery amount for the 12-month historical period from January 1 
through December 31 of the year prior to FPUC's/Chesapeake's annual GRIP 
petition. 

2. An actual/estimated true-up showing seven months of actual and five months of 
projected replacement costs, surcharge revenues, and over- or under-recovery 
amount. 

3. A revenue requirement projection showing 12 months of projected GRIP revenue 
requirement for the period beginning January 1 following FPUC's/Chesapeake/s 
annual GRIP petition filing. 

The Commission concluded the 2012 order by stating: 

Replacement of bare steel pipelines is in the public interest to improve the safety 
of Florida's natural gas infrastructure, thereby reducing the risk to life and 
property. Given the length of time these pipelines have been installed and the 
leak history due to corrosion, we find that it is appropriate to approve the 
proposed replacement program. Without the GRIP surcharge, it is reasonable to 
expect that FPUC/Chesapeake will have to file for more frequent base rate 
proceedings to recover the expenses of an accelerated replacement program. The 
annual filings will provide us with the oversight to ensure that projected expenses 
are trued-up and only actual costs are recovered. FPUC's/Chesapeake's GRIP 

1 Order No. PSC-12-0490-TRF-GU, issued September 24, 2012, in Docket No. 120036-GU, In re: Joint petition for 
approval of Gas Reliability Infrastructure Program (GRIP) by Florida Public Utilities Company and the Florida 
Division ofChesapeake Utilities Corporation. 
2 Order No. PSC-14-0693-TRF-GU, issued December 15, 2014, in Docket No. 140166-GU, In re: Joint petition for 
approval of Gas Reliability Infrastructure Program (GRIP) by Florida Public Utilities Company and the Florida 
Division ofChesapeake Utilities Corporation. 
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and its associated surcharges will terminate when all replacements have been 
made and the revenue requirement rolled into rate base. 

On October 22, 2015, the Company filed responses to Staffs First Data Request. The 
Commission has jurisdiction over this matter pursuant to Sections 366.03, 366.04, 
366.05, and 366.06, Florida Statutes (F.S.). 
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Discussion of Issues 

Issue 1 

Issue 1: Should the Commission approve FPUC's and Chesapeake's proposed GRIP surcharge 
factors for 20 16? 

Recommendation: Yes. The Commission should approve FPUC's and Chesapeake's 
proposed GRIP surcharges for each rate class commencing with bills rendered for meter readings 
taken on or after January 1, 2016. (Guffey, Draper) 

Staff Analysis: The FPUC and Chesapeake surcharges have been in effect since January 
2013. FPUC and Chesapeake state that they continue to replace eligible infrastructure 
aggressively. Both companies prioritize the potential replacement projects in areas of high 
consequence and areas susceptible to corrosion. These areas are dictated by the Distribution 
Integrity Management Program, which uses a risk-based prioritization designed to determine the 
replacement order for cast iron and bare steel pipelines. Attachment 1 provides an update of 
mains and services replaced and the replacement forecast through the end of the term of the 
GRIP program in 2022 for FPUC and Chesapeake. The companies appear to be on track to 
complete the replacements on time. 

FPUC's True-ups by Year 
FPUC's calculations for the 2016 GRIP revenue requirement and surcharges include a final true
up for 2014, an actual/estimated true-up for 2015, and projected costs for 2016. Attachment 2 
contains tables showing the calculation for each year. Staff notes that FPUC recovers $747,727 
of annual GRIP expenses in base rates. The amount included in base rates is excluded from the 
GRIP surcharge calculation. 

Final True-up for 2014 
FPUC stated that the GRIP revenues for 2014 were $674,601, compared to a revenue 
requirement of $2,3 81 ,424. The resulting under-recovery is $1,706,823. After adding interest of 
$139 and the end of2013 over-recovery ($414,542), the final 2014 true-up is an under-recovery 
of $1 ,292,420. 

Actual/Estimated 2015 True-Up 
FPUC provided actual GRIP revenues for January through July and estimated revenues for 
August through December, which total $4,283,483. The actual/estimated revenue requirement 
for 2015 is $5,770,685 and includes a return on investment, depreciation expense, and property 
tax expense. The forecast under-recovery for 2015 is $1,487,202. After adding interest of$1,388, 
and the final2014 under-recovery of$1,292,420, the total2015 under-recovery is $2,781,010. 

Projected 2016 Costs 
FPUC projects capital expenditures of $12,237,715 for the replacement of cast iron/bare steel 
infrastructure in 2016. This compares with final 2014 expenditures of $19,128,274 and 
actual/estimated 2015 expenditures of $25,207,005. The return on investment, net depreciation 
expense, customer notification, and property tax expenses associated with that investment are 
$8,920,386. Subtracting the revenue requirement for bare steel replacement investment included 
in base rates results in a 2016 revenue requirement of $8,172,659. After adding the total 2015 
under-recovery of$2,781,010, the 2016 revenue requirement is $10,953,669. 
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Chesapeake's True-ups by Year 

Issue I 

Chesapeake does not have a replacement recovery amount embedded in base rates. 
Chesapeake's calculations for the 20 I6 GRIP revenue requirement and surcharges include a final 
true-up for 20I4, an actual/estimated true-up for 20I5, and projected costs for 20I6. Attachment 
3 contains tables showing the calculation for each year. 

Final True-Up for 2014 
Chesapeake's stated that the GRIP revenues for 20I4 were $666,I2I, compared to total 
replacement costs of $967,3 9I. The resulting under-recovery is $3 0 I ,270. After adding interest 
of $I2 and the end of 20 I3 over-recovery amount ($90, I 07), the final 20 I4 under-recovery is 
$2II 'I75. 

Actual/Estimated 2015 True-Up 
Chesapeake provided actual GRIP revenues for January through July and forecast revenues for 
August through December, which total $I ,800,824. The actual/estimated GRIP revenue 
requirement for 20 I5 is $I, 7I7 ,692 and includes a return on investment, depreciation expense, 
and property tax expense. The forecast over-recovery for 20 I5 is $83, I32. After adding interest 
of $8I and the 20I4 over-recovery amount ($2II,I75), the total 20I5 under-recovery 1s 
$I27,962. 

Projected 2016 Costs 
Chesapeake projects capital expenditures of $4,447,860 for the replacement of cast iron/bare 
steel infrastructure in 20I6. This compares with final 20I4 expenditures of $5,I96,099 and 
actual/estimated 20I5 expenditures of 5,8I5,969. The return on investment, depreciation 
expense, and property tax expense to be recovered in 20 I6 totals $2,432,850. After adding the 
total 20 I5 under-recovery of $I27 ,962, the total 20 I6 revenue requirement is $2,560,8I2. 

Proposed Surcharges for FPUC and Chesapeake 
As established in the 20 I2 order approving the GRIP, the total 20 I6 revenue requirement is 
allocated to the rate classes using the same methodology that was used for the allocation of 
mains and services in the cost of service study used in the companies' most recent rate case. 
After calculating the percentage of total plant costs attributed to each rate class, the respective 
percentages were multiplied by the 2016 revenue requirement, resulting in the revenue 
requirement by rate class. Dividing each rate class' revenue requirement by projected therm sales 
provides the GRIP surcharge for each rate class. 

The proposed 20I6 GRIP surcharge for residential FPUC customers is $0.26393 per therm 
(compared to the current surcharge of $0.10516 per therm). The monthly bill impact is $5.50 
beginning January 20I6 for a residential customer who uses 20 therms per month. The proposed 
FPUC tariff page is provided in Attachment 4. 

The proposed 20 I6 GRIP surcharge for residential Chesapeake customers on the FTS-I rate is 
$0.08568 per therm (compared to the current surcharge of $0.057I3 per therm). The monthly bill 
impact is $1.7I beginning January 20I6 for a residential Chesapeake customer who uses 20 
therms per month. The proposed tariff page is provided in Attachment 5. 
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Conclusion 

Issue 1 

Staff believes the calculation of the 2016 GRIP surcharge revenue requirement and the proposed 

GRIP surcharges for FPUC and Chesapeake are reasonable and accurate. Therefore, staff 

recommends approval of FPUC's and Chesapeake's proposed 2016 GRIP surcharge for each rate 

class commencing with bills rendered for meter readings taken on and after January 1, 2016. 
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Issue 2: Should the Commission approve the proposed GRIP program for Fort Meade? 

Issue 2 

Recommendation: Yes, the Commission should approve the proposed GRIP program for 
Fort Meade effective January 1, 2016. Fort Meade should file a petition to implement 2017 GRIP 
surcharges no later than September 1, 2016. (Guffey, Draper) 

Staff Analysis: Fort Meade currently does not have a GRIP program. Fort Meade is located in 
Polk County and Fort Meade serves approximately 650 natural gas residential and commercial 
customers. FPUC and the City of Fort Meade executed a purchase agreement in 2013 for the sale 
of the City of Fort Meade's natural gas system and FPUC acquired the system in December 
2013. The Commission approved Fort Meade's initial tariff sheets in Order No. PSC-13-0676-
TRF-GU.3 At that point Fort Meade started operating as a new investor-owned natural gas utility 
in Florida as a division of FPUC. 

The Company explained that after the acquisition of the Fort Meade system, it found during a 
routine maintenance survey approximately 250 steel tubing services in the Fort Meade system. 
Steel services are subject to corrosion and are typically replaced with plastic services. In the 
petition filed on September 1, 2015, Fort Meade requested Commission approval to implement a 
GRIP program to replace the steel tubing services and associated GRIP surcharges effective 
January 2016 consistent with the purpose of the FPUC and Chesapeake GRIP programs the 
Commission approved in the 2012 order. 

After filing the September 1, 2015 petition, the Company determined that the implementation of 
the GRIP surcharge for Fort Meade prior to October 2016 would be in violation of a term in the 
purchase agreement for the Fort Meade system. Therefore, the Company submitted an amended 
petition on October 27, 2015 as it relates to Fort Meade. Specifically, the amended petition 
requests that Fort Meade be allowed to implement a new GRIP program to be able to start the 
replacement of the Fort Meade steel services effective January 2016, however, defer collecting 
GRIP surcharges from customers until January 2017. If the Commission approves Fort Meade's 
proposed GRIP program in this issue, the Company anticipates making a GRIP filing in the fall 
of 2016 concurrent with the annual FPUC and Chesapeake GRIP filing, which will include 
actual/estimated replacement cost for 2016, projected replacement cost for 2017, and GRIP 
surcharges effective January 2017. 

The Company states that using the same average replacement cost of services for FPU C and 
Chesapeake of $1,900 per service, the total projected investment for Fort Meade is $475,000 to 
replace 250 services. The Company anticipates if it acts aggressively that it will take 
approximately two years to replace the Fort Meade steel services. The estimated annual revenue 
requirement associated with half of the investment ($237,500) is $15,086. As with the approved 
FPUC and Chesapeake GRIP programs, the revenue requirement for Fort Meade includes 
depreciation expenses, return on investment, and property taxes. In response to staffs data 
request, the Company explained that it will notify the Fort Meade customers of the GRIP 

3 Order No. PSC-13-0676-TRF-GU, issued December 20, 2013, Docket No. 130258-GU, In re: Petition for 
approval of tariff sheets reflecting gas service to customers in the City of Ft. Meade, by Florida Public Utilities 
Company. 
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Issue 2 

surcharge in December 20 I6 through a message on the customer's bill, separate mailing, and a 
message on the FPUC-Fort Meade website. 

While the 20I7 Fort Meade GRIP surcharge won't be determined until Fort Meade files a 
petition for a surcharge by September I, 20I7, Fort Meade currently estimates the 20I7 
residential GRIP surcharge to be $0.24I55 per therm, or $4.83 for a customer who uses 20 
therms per month. This estimated residential GRIP surcharge includes the revenue requirement 
for 20 I6 and 20 I7. If Fort Meade had implemented a surcharge in 20 I6, as contemplated in the 
petition filed September I, 20I6, based on only the 20I6 projected revenue requirement, the 
surcharge would be $0.I2065 per therm, or $2.41 for a customer who uses 20 therms per month. 
Delaying the implementation of the surcharge by a year therefore increases the surcharge to 
customers. However, staff notes that replacement cost may vary from current estimates and staff 
discussed with the Company to consider options such as spreading the recovery of the GRIP 
revenue requirement over two years to mitigate the initial impact on customers, if necessary. 
Staff believes that, as the Commission stated in the 20I2 order, the replacement of bare steel 
pipelines is in the public interest and Fort Meade should start replacing the steel services in 
January 20I6 and not delay implementation until January 20I7. 

Staff recommends that the Commission approve the proposed GRIP program for Fort Meade 
effective January I, 20I6. Fort Meade should file a petition to implement 20I7 GRIP surcharges 
no later than September I, 20I6. Approval of a GRIP program for Fort Meade is consistent with 
the GRIP programs the Commission approved for FPUC, Chesapeake and Peoples Gas System.4 

4 Order No. PSC-12-0476-TRF-GU, issued September 18, 2012, in Docket No. 110320-GU, In re: Petition for 
approval ofCast/ron!Bare Steel Pipe Replacement Rider (Rider C/IBSR}, by Peoples Gas System. 

- 8-



Docket No. 150191-GU 
Date: November 18, 2015 

Issue 3: Should this docket be closed? 

Issue 2 

Recommendation: If Issues 1 and 2 are approved and a protest is filed within 21 days of the 
issuance of the order, the tariffs 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. (Janjic) 

Staff Analysis: If Issue 1 and 2 are approved and a protest is filed within 21 days of the 
issuance of the order, the tariffs 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. 

-9-



Docket No. 150191-GU 
Date: November 18, 2015 

Table 1-1 
FPUC p· R 1pe eQiacemen tP rogram p rog 

Main Replacements 
Remaining Remaining 

Replaced Cast Iron Bare Steel 
Replaced Bare at Year at Year Total 
Cast Iron Steel End End Miles 

Year (miles) (miles) (miles) (miles) Remaining 

July 2012 0.9 197.10 198.00 

2012 6.00 0.9 191.10 192.00 

2013 0.6 26.40 0.3 164.70 165.00 

2014 38.00 0.3 126.70 127.00 

2015 41.00 0.3 85.70 86.00 

2016 20.00 0.3 65.70 66.00 

2017 0.3 13.70 0 52.00 52.00 

2018 14.00 0 38.00 38.00 

2019 14.00 0 24.00 24.00 

2020 14.00 0 10.00 10.00 

2021 8.00 0 2.00 2.00 

2022 2.00 0 0.00 0.00 

Source: FPUC's response to staffs first data request 

Table 1-2 
Ch k p· R I t P esapea e 1pe ep1acemen rogram p 

Main Re_Q_lacements 
Remaining Remaining 

Replaced Cast Iron Bare Steel 
Replaced Bare at Year at Year Total 
Cast Iron Steel End End Miles 

Year (miles) (miles) (miles) (miles) Remaining 

July 2012 152 152 

2012 5 0 147 147 

2013 3 0 144 144 

2014 19 0 125 125 

2015 40 0 85 85 

2016 14 0 71 71 

2017 14 0 57 57 

2018 14 0 43 43 

2019 14 0 29 29 

2020 14 0 15 IS 

2021 12 0 3 3 

2022 3 0 0 0 

Source: Chesapeake's response to staffs first data request 
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ress 
Service Replacements 

Replaced Total Number of 
Number of Remaining 

Steel Steel 
Services Services 

7980 

91 7889 

2071 5818 

1275 4543 

905 3638 

815 2823 

595 2228 

595 1633 

595 1038 

595 443 

385 58 

58 0 

rogress 
Service Replacements 

Replaced Total Number of 
Number of Remaining 

Steel Steel 
Services Services 

762 

34 728 

139 589 

47 542 

280 262 

42 220 

42 178 

42 136 

42 94 

42 52 

40 12 

12 0 
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Table 2-1 
FPUC F" IT f 2014 1na rue-up or 

2014 GRIP Revenues $674,601 

2014 Net Revenue Requirement $2338JA24 

2014 Under-recovery $1,706,823 

Interest $139 

2013 Final True-up (over-recovery) $414,542 

2014 Final True-Up (under-recovery) $1,292,420 

Source: Schedule B-1 of the petition 

Table 2-2 
FPUC A t 1/E f t d T c ua s 1ma e f 2015 rue-up or 

2015 GRIP Revenues $4,283,483 

2015 Net Revenue Requirement $537703685 
2015 Under-recovery $1,487,202 

Interest $1,388 

2014 Final True-up (under-recovery) $1,292,420 

2015 Total True-Up (under-recovery) $2,781,010 

Source: Schedule B-2 of the petition 

Table 2-3 
FPUC P . t d 2016 C ts rojec e OS 

2016 Projected Expenditures $12,237,715 

Return on Investment $6,195,036 
Depreciation Expense $1,535,625 

Tax and Customer Notice Expenses $131893 725 

20 16 Revenue Requirement $8,920,386 

Less Revenue Requirement in Base Rates $7473727 
2016 GRIP Revenue Requirement $8,172,659 

Plus Prior Period Under-Recovery ($23 78130 1 0) 

Total 20 16 Revenue Requirement $1 0,953,669 

Source: Schedule C-1 of the petition 
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Table 3-1 

Chesapeake Final True-up for 2014 

2014 GRIP Revenues $666,121 

20 14 Net Revenue Requirement ~967.391 

20 14 Under-recovery $301,270 

Interest $12 

2013 Final True-Up (over-recovery) $90,107 

2014 Final True-up (under-recovery) $211,175 

Source: Schedule B-1 of the petition 

Table 3-2 
Ch k A esapea e ctua 1/E f t d T s 1ma e rue-up f 2015 or 

2015 GRIP Revenues $1,800,824 

2015 Net Revenue Requirement ~1l717l692 

2015 Over-Recovery $83,132 

Interest ru 
2014 Final True-Up (under-recovery) ~2112175 

2015 Total True-Up (under-recovery) $127,962 

Source: Schedule B-2 of the petition 

Table 3-3 
Ch k P . t d 2016 C ts esapea e ro1ec e OS 

2016 Projected Expenditures $4,447,860 

Return on Investment $1,669,415 
Depreciation Expense $427,963 

Tax and Customer Notice Expenses $335,472 

20 16 Revenue Requirement $2,432,850 

Plus Prior Period Under-recovery ~1273962 

Total 2016 Revenue Requirement $2,560,812 

Source: Schedule C-1 of the petition 
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florida Public Ulilitics Cornpan)' 
F.P.S.C. OILS Tariff 
'111ird R~\·istJ Vohune No. I 

Elc:\•enth Re\·i~d Shrxt No. J ~.4 
l:anc<:ls T~nth R~vise<l Sheet ~o. 35.4 

8/LLl\'G ADJUSTMf:,\'1'S 

(Ctmtinucd from Sheet No. 35.3) 

Gus R~linbilit.YJ•Jf•n'll'!l£141¥ f»•nemm <CiH.lPI 

Anplicahilin• 

l'h~ bill J~)r i!:lS nr tmn~p .. 111:1ti"m scr\·icc supplietl to u Cnstomt!r in itll~ Billing Pcnocl shall he 

atljusteJ as f,)ltows: 

The GRIP f.1..:1e1s for the period frum the lirsl billing cycle tt.1r Janna!'} :w 16 throu~h the last 

billing cydc fflf' J>eccmhc:r :!016 are as fulluw!t: 

~ate .Cla;s 

Rate Schedule RS 

Rate Schedule GS-1 

Rate Schedule GS-2 

lbtc Schedule GSTS-1 

Rate Schedule C.~TS-2 

Rate Sdt\.'<.101\~ LVS 

K:nc SchcJuk L VTS 

Rah~ Schedule IS 

Ratto• Sch~duk ITS 

Rate Scht.-dult: GLS 

Ra(c Scht.•dulc GLSTS 

Rille: Schedule ~GV 

Rate Schedule ~GVTS 

Issued by: Jeffry Hou:s<:holLier, President 

$0.26393 

$0.18(,71 

$0.18671 

$0.18671 

SO.l81"t71 

SU.OQ700 

SO.O'J700 

$1l.OXtJ21 

$(1.086~1 

$0.:!5625 

$0.25625 

$(1,00000 

$0.00000 

(Cuntinth.•d to Slu.-cl N,'l, 35 . .5) 
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Florida Division of Chesapeake Utilities Corporation 
Original Volume ~o. 4 

Third Rco,·iscd Sheet No. 105.1 
Cancels Second Sheet No. I 05.1 

R.A TE SCHEDULES 
MONTHL )'RATE AD.IU~7Mf:.~\7S 

• -- .. - ·-- • ~-.......;.~-......-~i& . ....o&>--""""'"--
Rate Schedule ~1RA 

7. GAS REPLACErvJENT INFRASTRUCTURE PROGRA\t (GRJP): 

All Customers n .. -c.cavmg lri.lllSpo11ati0n Service from the Company nnd arc assigned to 

,Jr hav.: ~dcctcd rate s~..~hcc.lulcs FTS-A, FTS-B. FTS-1. FTS-2. FTS-2.1. FTS-3, FTS-3.1. 

FTS-4,. FTS-5, FIS-6, FTS.-7. FTS-8. FfS-9. FTS-lt). FTS.ll. FTS-12. mld FrS-1 3. 

The Usage Rate tor Transportation Service to c~h upplicablc rate chtssifkmion shall oc 
adjusted by the lt)tlowing recovery factors. The r\!Covcry factors tor all meters I'C'.Id lor the 

period January I. 2 01 t1 through D~."Ccmbcr 3 I. 2016 for c~u.:h rntc clussitication arc as 

follows: 

Rate Schedule 

FTSA 
FTS-R 
Fl'S-1 
FTS-:2 
FfS-2.1 
FTS-J 
J·TS-3.1 
FJ'S-4 
FrS-5 
FI"S-6 
FTS-7 
FTS-8 
F"fS.Q 
FTS-10 
FTS-11 
fTS-12 
FTS-13 

Classification ofScr\'icc 

<; 130 thenns 
>· 130 thcnns up tn 250 thel'ms 

-· 0 up to 500 therms 
> 500 thcnns up to 1.000 thcrms 
. · 1.000 lhc.:m1:-o up to 2.500 thcnm 
· 2.500 th~rm:; UJl tu 5.000 thcrms 

> 5.000 thcnns up to to.OUO thcnns 

·· I 0.000 thcnns. up to 25,000 thennl' 
> 25,000 thcrms up to 50.000 thcmlS 
> 50,000 thcnns up to I 00.000 thcnns 
-- I 00.000 thenng up to 200,000 tht:mli. 
> 200,000 thenns up to 400.000 thcnns 
> 400,000 thcrms up to 700,000 thc1ms 
> 700.000 thcm1s up to 1.000,00U therms 

·=· 1 !000,000 thcrm.'> up to ~~500.000 
> 2.500,000 thcnns up to 12.500,000 
> 12.500.000 tbr..:nn:.;. 

(Continued to Sheet No. 105.2) 

Issued by: Michael P. McJ\.·Iastcrs. President 
Chesapeake Utilities Corporation 
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$0.32506 
$0.12205 
$0.08568 
$0.08486 
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Stl050t l 
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$0.05995 
.~0.04591 

$0.L)660J 
SU.04960 
$0.07774 
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State of Florida 

DATE: 

TO: 

FROM : 

Public Service Commission 
CAPITAL ClllCLE OFFICE CEt T ER • 2540 SIIU~Ir\RD OAK BOULEVA RD 

TALLAIIA EE, FLORIDA 32399-0850 

--M-E-M -0-R-A-N-D-U-M- u; 

-... 
(: : . 
r- · co 
I 1 -;-:.-November 18, 20 15 - , ?; 
::-':~ - -· 

~ "£ 
( ... '1 
,::o 

Office of Commission Clerk (Stauffer) ~ 

Division of Economics (Ollila)_,./. 0. ~ ~ .. eJ) . 
Office ofthe General Counse l (Mapp) ~ 

I ,,.., 

RE: Docket No. 150203-GU - Petition for approval of 2014 true-up, projected 20 15 

true-up and 20 16 revenue requirements and surcharges associated with cast 

iron/bare steel pipe replacement rider, by Peoples Gas System. 

AGENDA: 12/03/15- Regular Agenda - Tariff Filing - Interested Persons May Participate 

COMMISSIONERS ASSIGNED: All Commissioners 

PREHEARING OFFICER: Administrative 

CRITICAL DATES: 8-Month Effective Date: 5/ 17116 (60-Day Suspens ion 
Date Waived by the Utility) 

SPECIAL INSTRUCTIONS: None 

Case Background 

On September 17, 2015, Peoples Gas System (Peoples or the Company) fi led a petition for 

approval of its Cast Iron/Bare Steel Pipe Replacement Rider (Rider) program revenue 

requirements and surcharges for 2016, commencing with bills rendered for meter readings taken 

on and after January I , 20 16. The Rider was originally approved in Order No. PSC- 12-0476-

TRF-GU 1 (20 12 order) to recover the cost of accelerating the replacement of cast iron and bare 

1 Order No. PSC- 12-0476-TRF-GU, issued September 18, 2012, in Docket No. 110320-GU, In re: Petition for 

approval of Cast /ron/ Bare Steel Pipe Replacemenl Rider (Rider CIIBSR), by Peoples Gas System. 

FPSC Commission Clerk
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Docket No. 150203-GU 
Date: November 18,2015 

steel distribution pipes through a surcharge on customers' bills. Peoples' current surcharges were 

approved in Order No. PSC-14-0682-TRF-00.2 

The 2012 order approving the Rider addressed the reliability and safety rationale for pipeline 

replacement, the scope of the program, similar actions in other states, and the procedure for 

annually setting the surcharge to recover the costs of the program. The procedure requires an 
annual filing with three components: 

1. A final true-up showing the actual replacement costs and actual surcharge revenues for 
the most recent 12-month historical period from January 1 through December 31 that 
ends prior to the annual petition filing, including the final over- or under-recovery for the 
final true-up period. 

2. An actual/estimated true-up showing seven months of actual and five months of projected 

costs and revenues. 

3. A projection showing 12 months of projected Rider revenue requirement for the period 

beginning January 1 following the annual filing. 

The Commission concluded the order by stating: 

We find that replacement of these types of pipelines is in the public interest to 
improve the safety of Florida's natural gas infrastructure, and reduce the 
possibility of loss of life and destruction of property should an incident occur. 
Given the length of time these pipelines have been installed and the leak history 
due to corrosion, it is appropriate to approve the proposed accelerated 
replacement program. Without the Rider, it is reasonable to expect that Peoples 
will have to file for more frequent base rate proceedings to recover the expenses 
of the program. The annual filings will provide us with the oversight to ensure 
that projected expenses are trued-up and only actual costs are recovered. The 
Rider and its associated surcharges will terminate when all replacements have 
been made and the revenue requirement has been rolled into rate base. 3 

In its petition, Peoples waived the 60-day file and suspend provisions of Section 366.06(3), 

Florida Statutes (F.S.). On October 20, 2015, Peoples filed responses to Staffs First Data 

Request. This recommendation addresses Peoples' 2014 final true-up, actual/estimated 2015 

true-up, and 2016 revenue requirement and surcharges associated with its cast iron/bare steel 
pipe replacement rider. The Commission has jurisdiction over this matter pursuant to Sections 

366.03, 366.04, 366.05, and 366.06, F.S. 

2 Order No. PSC-14-0682-TRF-GU, issued December 9, 2014, in Docket No. 140183-GU, In re: Petition for 

approval ofCastlron!Bare Steel Pipe Replacement Rider (Rider CIIBSR), by Peoples Gas System. 
3 Order No. PSC-12-0476-TRF-GU, issued September 18, 2012, in Docket No. 110320-GU, In re: Petition for 

approval ofCastlron!Bare Steel Pipe Replacement Rider (Rider CI/BSR), by Peoples Gas System). 
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Discussion of Issues 

Issue 1: Should the Commission approve Peoples' proposed Rider surcharges for 20 16? 

Issue 1 

Recommendation: Yes. The Commission should approve Peoples' proposed 2016 Rider 

surcharge for each rate class commencing with bills rendered for meter readings taken on and 

after January 1, 2016. (Ollila) 

Staff Analysis: The surcharges have been in effect since January 2013. Peoples' program 

continues to identify and target for replacement pipelines in the Company's more urban and high 

consequence areas. These areas are dictated by the Distribution Integrity Management Program, 

which uses a risk-based prioritization designed to determine the replacement order for cast iron 

and bare steel pipelines. Attachment 1 provides an update of mains and services replaced and the 

replacement forecast through the end of the term of the Rider in 2022. The Company appears to 

be on track to complete the replacements on time. 

The 2012 order states that Peoples agreed to identify and report any operations and maintenance 

(O&M) and depreciation savings in its annual petition, beginning the second year. In this filing, 

Peoples reported depreciation expense savings for 2015 ($13 8,850) and 2016 ($60,000). Peoples 

stated that it has not been able to identify any O&M expense savings. Peoples indicated in its 

petition that it had a discussion with the Office of Public Counsel, and that once O&M savings 

can be identified and quantified, those savings will also be offset against expenses attributable to 

the cast iron and bare steel replacement program. 

True-ups by year 
Peoples' calculations for the 2016 revenue requirement and surcharges include a final true-up for 

2014, an actual/estimated true-up for 2015, and projected costs for 2016. Attachment 2 contains 

tables showing the calculation for each year. 

Final True-up for 2014 
Peoples stated that the revenues for 2014 were $2,176,695, compared to a revenue requirement 

of $2,156,056. The resulting over-recovery is $20,640 (rounded). After adding interest of $159 

and the final 2013 over-recovery of $33,685, and subtracting the 2013 over-recovery amount 

($18,281) that was already collected in the 2014 surcharges, the final 2014 true-up is an over

recovery of $36,203. 

Actual/estimated 2015 True-up 
Peoples provided actual revenues for January through July and forecast revenues for August 

through December, which total $3,898,538. The actual/estimated revenue requirement for 2015 
is $3,600,290 and includes a return on investment, depreciation expense (less savings), and 

property tax expense. The forecast over-recovery for 2015 is $298,24 7 (rounded). After adding 

interest of $353 and the final 2014 over-recovery of $36,203, and subtracting the 2014 over

recovery amount ($61 ,277) that was already collected in the 2015 surcharges, the total 2015 true

up is an over-recovery of $273,526. 
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Projected 2016 Costs 

Issue 1 

Peoples projects capital expenditures of $11,500,000 for the replacement of cast iron/bare steel 

infrastructure in 2016. This compares with final 2014 expenditures of $11,736,210 and 

actual/estimated 2015 expenditures of $12,110,859. The return on investment, depreciation 

expense (less savings), and property tax expense to be recovered in 2016 total $5,330,536. After 

subtracting the total 2015 over-recovery of $273,526, the 2016 revenue requirement is 

$5,057,010. 

Proposed surcharges 
As established in the 2012 order, the total 2016 revenue requirement is allocated to rate classes 

using the same methodology that was used for the allocation of mains and services in the cost of 

service study used in Peoples' most recent rate case. After calculating the percentage of total 

plant costs attributed to each rate class, the respective percentages were multiplied by the 2016 

revenue requirement resulting in the revenue requirement by rate class. Dividing each rate class' 

revenue requirement by projected therm sales provides the Rider surcharge for each rate class. 

The proposed 2016 Rider surcharge for residential customers is $0.0213 7 per therm (compared 

to the current surcharge of $0.01876 per therm). The monthly bill impact is $0.43 beginning 

January 1, 2016 for a residential customer who uses 20 therms. The proposed tariff page is 

provided in Attachment 3. 

Conclusion 
Staff believes the calculation of the 2016 Rider revenue requirement and the proposed Rider 

surcharge for each rate class is reasonable and accurate. Therefore, staff recommends approval of 

Peoples' proposed 2016 Rider surcharge for each rate class commencing with bills rendered for 

meter readings taken on and after January 1, 2016. 
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Issue 2: Should this docket be closed? 

Issue 2 

Recommendation: If Issue I is approved and a protest is filed within 2I days of the issuance 

of the order, the 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. (Mapp) 

Staff Analysis: If Issue I is approved and a protest is filed within 2I days of the issuance of 

the order, the 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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Table 1-1 
p eop1es ' p· R I t P 1_pe ep1acemen 

Main Replacements 
Remaining Remaining 

Replaced Cast Iron Bare Steel 
Replaced Bare at Year at Year 
Cast Iron Steel End End 

Year (miles) (miles) (miles) (miles) 

2012 100 354 

2013 14 34 86 320 

2014 4 42 82 278 

*20 15(projected) 13 48 69 230 

2016 13 35 56 195 

2017 13 35 43 160 

2018 13 35 30 125 

2019 13 35 17 90 

2020 13 35 4 55 

2021 4 35 0 20 

2022 0 20 0 0 

Source: Peoples' response to staffs data request 

-6-
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rogram p rogress 
Service Replacements 

Replaced Total Number of 
Total Number of Remaining 
Miles Steel Steel 

Remaining Services Services 

454 14,978 

406 907 14,071 

360 950 13,121 

299 3,521 9,600 

251 1,300 8,300 

203 1,300 7,000 

155 1,300 5,700 

107 1,300 4,400 

59 1,300 3,100 

20 1,300 1,800 

0 1,800 0 
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2014 Revenues 

Table 2-1 
F" IT f 2014 1na rue-up or 

2014 Revenue Requirement 
2014 Over-recovery (rounded) 
Interest 
2013 Final True-up (over-recovery) 
Less 2013 True-up Refunded 
2014 Final True-up (over-recovery) 

Source: Exhibit A of the petition 

$2,176,695 
~2~156~056 

$20,640 
$159 

$33,685 
(_$18~281) 

$36,203 

Table 2-2 
A t 1/E f t d T f 2015 c ua s 1ma e rue-up or 

2015 Revenues $3,898,538 

20 15 Revenue Requirement $3~600~290 

2015 Over-recovery (rounded) $298,247 

Interest $353 

2014 Final True-up (over-recovery) $36,203 

Less 2014 True-up Refunded ($61,277) 

2015 Total True-up (over-recovery) $273,526 

Source: Exhibit B of the petition 

Table 2-3 
p . t d 2016 c ts rojec e OS 

2016 Projected Replacements $11,500,000 

Return on Investment $3,612,427 

Depreciation Expense (less savings) $1,141,189 

Property Tax Exp_ense $576~920 

2016 Revenue Requirement $5,330,536 

Less 2015 Total True-uQ_ ($273,526) 

Total2016 Revenue Requirement $5,057,010 

Source: Exhibit C of the petition 
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Peoples Gas System 
a Division of Tampa Electric Company 
Original Volume No. 3 

Third Revised Sheet No. 7.806 
Cancels Second Sheet No.7 .806 

CAST IRON/BARE STEEL REPLACEMENT RIDER 
RIDER CI/BSR 

The monthly bill fer Ga.s Service in any Billing Period shan be increased by the CUBSR Surcharge determined 
in accordance with this Rider. CIIBSR Surcharges approved by the Commission fer bills rendered for meter 

readings taken on or after January 1, 20 16, are as follows with respect to Customers receiving Gas Service 
under the foUowing rate schedules: 

Rate Schedule 
Residential/Residential Standby Generator 
Small General Service 
General Service- 11 Commercial Standby 
Generator SeiVice 
General Service - 2 
General Service - 3 
General Service - 4 
General Service - 5 
Commercial Street Lighting 
Natural Gas Vehicle Service 
Wholesale 

CIIBSR Surcharge 
$0.02137 per therm 
S0.01647 per therm 

SO.OOB91 per therm 
SO.OOS& 1 per therm 
S0.00717 per therm 
50.00507 per therm 
$0.00241 per therm 
SO.O 1116 per therm 
50.02223 per therm 
SO. 00313 per therm 

The CUBSR Surcharges set forth above shall remain in e~t until changed pursuant to an order of the 

Commission. 

CUBSR Surcharges shall be cl&termined in accordance with the provisions of this Rider set forth below. 

Definitions 

Fer purposes of this Rider: 

·engjbfA ~ftplaeements• means the following Company plant investments that (i)do not increase revenues 
by directly connecting new customers to the plant ass-et. (ii) are in s-ervice and us-ed and useful in 

providing utility service and (iii) were net included in the Company's rate base for purposes of determining 
the Company's base rates in its most recent general base rate proc~ding: 

Mains and service lines. as repl.lcements for existing cast iron, vn-ought iron and bare steel 

facilities. and regulators and other pipeline system components the installation of which is 

required as a consequence of the replacement of the aforesaid facilities. 

·ciiBSR Revenues· means the revenues produced through CIIBSR Surcharges. exdusive of revenues 
from an ether rates and charges. 

Issued By: G. L. Gillette, President Effective: January 1, 2016 
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State of Florida 

DATE: 

TO: 

FROM : 

Public Service Commission 
CA PITA L C m CLE OFFICE CENTEn • 2540 SIIUMi\RD Oi\K BOULEVARD 

TAL LAIIASSEE, FLORIDA 32399-0850 

-M-E-M -0-R-A-N-D- U-M-

November 18, 20 15 

Office of Commission C lerk (Stauffer) () ,_Q/ 
OW/2 ~~ 'J tr 1\:J{fCJ 

Division of Economics (Rome, Draper) 

Office of the General Counsel (Vi llafratey~ 

RE: Docket No. 15022 1-GU - Petition for approval of fi rm service agreement with 

Peoples Gas System for an extension in Clay County, by SeaCoast Gas 

T ransmission, L.L.C. 

AGENDA: 12/03/1 5 - Regular Agenda - Proposed Agency Action - Interested Persons May 

Participate 

COMMISSIONERS ASSIGNED: All Commissioners 

PREHEARING OFFICER: Admi nistrative 

CRITICAL DATES: None 

SPECIAL INSTRUCTIONS: Please place thi s item immediate ly prior to the item fo r 

Docket No. 150220-GU on the Agenda 

Case Background 

On October 13, 201 5, SeaCoast Gas Transmission, L.L.C. (SeaCoast) fi led a petition seeking 

approval of a fi rm transportation service agreement (Agreement) between SeaCoast and Peoples 

Gas System (Peoples). Pursuant to the Agreement, SeaCoast wil l transport natural gas to 

Peoples' distribution system on a f-irm basis . SeaCoast operates as a natural gas transmiss ion 

company as defined in Section 368. 1 03(4), Florida Statutes (F.S.). Peoples is a natural gas 

distribution company serving retail customers throughout Florida and is subject to the 

Commission's jurisdiction under C hapter 366, F.S. 

In Order No. PSC-08-0747-TRF-GP, SeaCoast received approval of an intrastate gas pipeline 

tari ff that a llows it to construct and operate intrastate pipeline facilities and to actively pursue 

• l 

FPSC Commission Clerk
FILED NOV 18, 2015DOCUMENT NO. 07294-15FPSC - COMMISSION CLERK



Docket No. 150221-GU 
Date: November 18, 2015 

agreements with gas customers. 1 SeaCoast provides transportation service only and does not 
engage in the sale of natural gas. Pursuant to Order No. PSC-08-0747-TRF-GP, SeaCoast is 
allowed to enter into certain gas transmission agreements without prior Commission approval. 
However, SeaCoast is requesting approval of this agreement as it does not fit any of the criteria 
enumerated in the tariff for which Commission approval would not be required. 2 SeaCoast and 
Peoples are affiliates in that their parent company is TECO Energy, Inc. Agreements between 
affiliated companies must be approved by the Commission pursuant to Section 368.105, F.S., 
and Order No. PSC-08-0747-TRF-GP. 

SeaCoast plans to construct and operate an approximately 9 .5-mile, 6-inch coated steel 
transmission pipeline in Clay County, Florida and is seeking Commission approval of a firm 
transportation service agreement with Peoples. Peoples will then interconnect with the new 
SeaCoast transmission pipeline and expand its distribution system to serve new load in Green 
Cove Springs and surrounding areas of Clay County where natural gas service is not currently 
available. The route of the proposed SeaCoast pipeline is shown in Attachment A. 

On October 20, 2015, the Office of Public Counsel (OPC) filed a notice of intervention in the 
docket and on October 21, 2015, Peoples, OPC and staff met in a noticed meeting. During its 
evaluation of the petition, staff issued a data request to both SeaCoast and Peoples for which 
responses were received on October 26, 2015. The Commission has jurisdiction over this matter 
pursuant to Sections 366.06 and 368.105, F.S. 

1 Order No. PSC-08-0747-TRF-GP, issued November 12, 2008, in Docket No. 080561-GP, In re: Petition for 

approval of natural gas transmission pipeline tariff by SeaCoast Gas Transmission, LLC. 
2 SeaCoast Gas Transmission, LLC, Intrastate Pipeline Tariff, Original Volume 1, Sheet No.2. 
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Discussion of Issues 

Issue 1 

Issue 1: Should the Commission approve the Agreement between SeaCoast and Peoples dated 

October 7, 2015? 

Recommendation: Yes. The Commission should approve the Agreement dated October 7, 

2015, for SeaCoast to provide firm transportation service to Peoples. (Rome, Draper) 

Staff Analysis: To provide intrastate transportation of gas to Peoples, SeaCoast will tap into 
its existing 24-inch transmission pipeline near Asbury Lake and construct an approximately 9.5-

mile 6-inch coated steel transmission pipeline to interconnect with a new Peoples distribution 

main in the vicinity of Green Cove Springs. In addition to the distribution main, Peoples will 

construct service lines for the purpose of delivering gas to customers in and around Green Cove 

Springs. Seacoast's existing 24-inch transmission pipeline interconnects with Southern Natural 

Gas Company (SNG), an interstate pipeline company, in northwest Clay County. 

SeaCoast and Peoples stated that the preliminary design for the infrastructure extensions has 

been completed and the negotiation of a franchise agreement with the City of Green Cove 

Springs has commenced. Pending Commission approval of the Agreement, the permitting 

process will be initiated and is expected to take from three to six months. Construction is 

anticipated to begin around the end of the first quarter or second quarter of 2016. SeaCoast and 

Peoples estimated that the SeaCoast transmission pipeline and the Peoples distribution main will 

be complete by the end of 2016. 

The initial term of the proposed Agreement is 15 years, with an option to extend for an additional 

ten years. The negotiated reservation charge (confidential) included in the proposed Agreement 

is designed to allow SeaCoast to recover its operational and maintenance costs, depreciation, 

taxes, and return on investment associated with the new transmission pipeline. SeaCoast asserts 

that the rate set forth in the Agreement is a cost-based market rate similar to the rate set forth in 

the firm service agreement with its other customer, is just and reasonable, is not unreasonably 

preferential or unduly discriminatory, and is therefore consistent with Section 368.105(3)(b), F.S. 

While specific circumstances vary for different projects due to pipe size, construction conditions, 

permitting, etc., staff believes that the information provided by SeaCoast for the proposed 

pipeline appears reasonable and comparable to similar agreements.3 

Consideration of Potential Alternatives to the SeaCoast Extension 
Peoples stated that it evaluated other options to deliver gas to customers in the Green Cove 
Springs area, but those alternatives had shortcomings. One of the options considered was Peoples 

constructing a transmission pipeline that would have interconnected with Florida Gas 

3 See Order No. PSC-15-0206-PAA-GU, issued May 26, 2015, in Docket No. 150031-GU, In re: Petition for 

approval of transportation service agreement with the Florida Division of Chesapeake Utilities Corporation by 

Peninsula Pipeline Company, Inc., Order No. PSC-14-0713-PAA-GU, issued December 31, 2014, in Docket No. 

140189-GU, In re: Petition for approval of transportation service agreement for an extension in Nassau County 

with Florida Public Utilities Company, by Peninsula Pipeline Company, Inc., and Order No. PSC-14-0712-PAA

GU, issued December 31, 2014, In Docket No. 140190-GU, In re: Petition for approval of transportation service 

agreement for an extension in Palm Beach County with Florida Public Utilities Company, by Peninsula Pipeline 

Company, Inc. 
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Issue I 

Transmission (FGT) in northwest Clay County. However, Peoples explained that capacity 
constraints on the FGT interstate pipeline would leave customers in Green Cove Springs 
vulnerable to interruptions and potential other difficulties in scheduling deliveries of gas at 
certain times. SeaCoast, on the other hand, provides Peoples with access to the SNG interstate 
pipeline system which currently has no capacity constraints. 

In response to stafr s data request, SeaCoast and Peoples provided a cost estimate for the 
proposed 6-inch SeaCoast transmission pipeline and stated that this alternative is the most cost 
effective. The proposed SeaCoast line utilizes existing pipeline infrastructure thereby eliminating 
duplication of facilities in the area and minimizing the impact on the environment and population 
in Clay County. Any other alternative would require approximately nine to ten additional miles 
of transmission line as well as additional taps and interconnects with FGT and SNG. These 
incremental costs would exceed the costs of the proposed SeaCoast alternative because the 
necessary SeaCoast taps with the interconnecting interstate pipelines are already in place. 

Peoples also stated that it did not believe there are other companies capable of completing 
construction of the required interstate pipeline taps, interconnects, and the new pipeline from the 
interstate supply sources (i.e., FGT and/or SNG) within the time frame in which the larger 
prospective Green Cove Springs customers desire natural gas service (mid-2016). 

Peoples• Cost Recovery of Payments to SeaCoast 
Peoples' payments to SeaCoast will be included in the calculation of the monthly Purchased Gas 
Adjustment (PGA) factor.4 Consistent with the methodology approved by the Commission in 
Docket No. 000810-GU, a portion of the costs will be paid by transportation customers taking 
service under Peoples' Natural Choice Transportation Service program via the swing charge 
mechanism.5 Swing service charge revenues collected from transportation customers will then be 
credited back to the PGA. The remaining balance of the swing service charge will remain 
embedded in Peoples' PGA and recovered from Peoples' sales customers. Sales customers 
purchase their gas from Peoples and are subject to Peoples' PGA charges. 

In Docket No. 150220-GU, Peoples filed for Commission approval of tariff modifications related 
to the swing service charge. Peoples has included the reservation charges it would pay to 
SeaCoast under the proposed Agreement in this docket in the swing service charges proposed in 
Docket No. 150220-GU, which is also scheduled for the December 3, 2015 Agenda Conference. 

Peoples anticipates that initially all of the approximately 60 new commercial customers in the 
Green Cove Springs area will receive transportation service under Peoples' Natural Choice 
Transportation Service program. Peoples further anticipates an increasing customer base 
throughout the term of the Agreement due to significant economic development activities in Clay 
County. 

4 Peoples does not anticipate any impact on its 2016 PGA cap approved in Docket No. 150003-GU due to the de 
minimis nature of the SeaCoast charges when compared to Peoples' total projected 2016 PGA expenses. 
5 Order No. PSC-00-1814-TRF-GU, issued October 4, 2000, in Docket No. 000810-GU, In re: Petition for approval 
of modifications to tariff provisions governing transportation of customer-owned gas and tariff provisions to 
implement Rule 25-7.0335, F.A.C., by Tampa Electric Company d/b/a Peoples Gas System. 
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Conclusion 

Issue I 

Based on the petition and responses from SeaCoast and Peoples to staffs data request, SeaCoast 
and Peoples have supported the importance of the need for the new pipeline to provide gas 
service to Green Cove Springs and the surrounding area. Staff believes that the proposed 
agreement is reasonable, meets the requirements of Section 368.105, F.S., and benefits Peoples' 
customers. Therefore, staff recommends approval of the Agreement dated October 7, 2015, for 
SeaCoast to provide firm transportation service to Peoples. 
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Issue 2: Should this docket be closed? 

Issue 2 

Recommendation: If no protest is filed by a person whose substantial interests are affected 
within 21 days of the issuance of the Order, this docket should be closed upon the issuance of a 
Consummating Order. (Villafrate) 

Staff Analysis: If no protest is filed by a person whose substantial interests are affected within 
21 days of the issuance of the Order, this docket should be closed upon the issuance of a 
Consummating Order. 
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Proposed SeaCoast Transmission Pipeline and Vicinity 
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RE: Docket No. 150220-GU - Petition for approval of tari ff modifications related to 

the swing service charge, by Peoples Gas System. 

AGENDA: 12/03115 - Regular Agenda- Tariff Filing - Interested Persons May Partic ipate 

COMMISSIONERS ASSIGNED: All Commissioners 

PREHEARING OFFICER: Administrative 

CRITICAL DATES: 8-Month Effective Date: 6/9/201 6 (60-day suspension 
date waived by the uti lity) 

SPECIAL INSTRUCTIONS: Please place this item immediately fo llowing the item for 
Docket No. 150221-GU on the Agenda 

Case Background 

On October 9, 20 15, Peoples Gas System (Peoples) fil ed a petition fo r approval of tariff 

modifications re lated to its swing service charge. The swing service charge is assessed to all 

customers who take service under Peoples' Natural Choice Transportation Service program 

called Rider NCTS. 

The swing service charge was first approved in 2000 when Peoples fi led numerous tariff changes 

to make transportation service available to all non-residential customers pursuant to Rule 25-

7.0335, Florida Administrative Code (F.A.C.).1 The proposed tariff changes are shown in 

1 Order No. PSC-00- 18 14-TRF-GU, issued October 4, 2000, in Docket No. 0008 1 0-GU, In re: Petition for approval 

of modifications to tariff provisions governing transportation of customer-owned gas and tariff provisions to 

implement Rule 25-7. 0335, F.A.C., by Tampa Electric Company d/b/a Peoples Gas System. 

FPSC Commission Clerk
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Attachment A to the recommendation. The tariff page is in legislative format to display the 
proposed changes. In its petition, Peoples waived the 60.:.day file and suspend provisions of 
Section 366.06(3), Florida Statutes, (F.S.). 

On October 12, 2015, the Office of Public Counsel (OPC) filed a notice of intervention in the 
docket and on October 21, 2015, Peoples, OPC and staff met in a noticed meeting. During its 

evaluation of the petition, staff issued a data request to Peoples for which a response was 

received on October 26, 2015. The Commission has jurisdiction over this matter pursuant to 
Sections 366.03, 366.05, and 366.06, F.S. 
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Discussion of Issues 

Issue 1. 

Issue 1: Should the Commission approve Peoples' tariff modifications related to the swing 
service charge? 

Recommendation: Yes. The Commission should approve the tariff modifications related to 

the swing service charge to become effective as of the date of the Commission's vote. (Rome, 
Draper) 

Staff Analysis: The swing service charge is assessed to all customers who choose to take 
transportation service under Rider NCTS. The Rider allows residential customers with an annual 

consumption of 2,000 or more therms and non-residential firm customers to use a third party 
supplier or pool manager to meet their natural gas requirements. The NCTS customer is part of a 

group of customers called a customer pool. The pool manager assumes the responsibility for 

supplying and managing the natural gas supply for a customer pool. Currently, NCTS customers 
can choose from 15 pool managers. Peoples receives gas delivered by the pool manager and 

redelivers the gas to the customer's site. Peoples introduced the NCTS program in 2000 and it 
has grown from 3,398 customers in October 2000 to 22,123 customers as of December 2014. 

Customers who buy their gas from Peoples are referred to as sales customers and are subject to 
Peoples' purchased gas adjustment (PGA) charges. 

The pool managers deliver the monthly gas supply for their customer pool at a constant level 
every day even though customer usage varies. Therefore, the level of gas delivered daily differs 

from the quantity actually consumed by the customer pool. To offset this daily difference, 
Peoples varies ("swings") the level of gas and upstream pipeline capacity nominated for delivery 

to the Peoples system. Peoples is required to manage the customer swing for sales and NCTS 
customers with operational purchases or sales. The cost to manage the customer swing is 
included in the calculation of the PGA. A portion of the cost is paid by the NCTS customers via 

the swing service charge mechanism. The revenues derived from the swing service charge are 

credited to the PGA. The sales customers' share of the swing service costs remain embedded in 

the PGA. 

Swing Service Charge Methodology 
Peoples' methodology for determining the level of the swing service charge is consistent with the 
methodology approved in Commission Order No. PSC-00-1814-TRF-GU.2 First, the swing 

service cost is estimated on a system-wide basis. Costs are estimated based on six primary tools 

used by Peoples to balance its system: 

• Reserve capacity - interstate and intrastate pipeline capacity contracted to be available 
when customer usage increases. 

• Swing gas supply - typically purchased on the spot market at varying levels of quantity 
and price. 
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Issue 1 

• No-notice transportation service - purchased from interstate pipelines at tariffed rates and 

allows system imbalances to be absorbed by the interstate pipeline. 

• Storage contracts- scheduling of gas in or out of a storage facility (typically subterranean 

salt domes outside of Florida) to efficiently manage supply constraints, demand 

reductions, and price volatility. 

• Swing sale agreements - agreements with large interruptible customers that have the 

ability to use alternative fuel to sell their gas supply to Peoples and switch to the 

customer's alternative fuel source. 

• Park and loan services - an interruptible service which gives Peoples the flexibility of 

putting gas in an upstream pipeline's system for later use or borrowing gas from an 

upstream pipeline's system and paying back the volume at a later date. 

Once the system-wide swing service cost has been determined, it is allocated among the rate 

classes according to the relative variation in monthly consumption for each rate class. Allocation 

among rate classes is based on the magnitude of the difference between each rate class's 

maximum monthly consumption and its minimum monthly consumption. Once allocated, the 

balancing cost assigned to each rate class is divided by the annual consumption of that class to 

yield the appropriate swing charge. 

Proposed Swing Service Charge Modifications 
Peoples proposed to update the swing service charges to reflect Peoples' current cost of 

providing swing service. Specifically, the proposed swing service charge revisions incorporate 

the following: (a) updated no-notice transportation service charges from Florida Gas 

Transmission Company, (b) updated costs associated with reserved upstream pipeline capacity 

that Peoples holds to ensure enough upstream capacity to meet customer demand during peak 

months, and (c) updated calculations of the swing service charge to include additional storage 

contracts, swing sale agreements from interruptible customers, and park and loan services 

provided by upstream pipelines. 

As shown in Exhibit A to the petition, the current total annual expenses associated with 

providing swing service are $12,622,934 compared to $6,342,232 when the swing service charge 

was approved in 2000. However, the number ofNCTS customers and associated therm usage has 

also increased in recent years, allowing Peoples to spread the increased swing service costs over 

more therms. Exhibit A to the petition also shows customer bill impacts of the revised swing 

charges for the various commercial rate schedules. Residential customers take sales service only 

and therefore do not pay a swing service charge. 3 

The swing service charge modifications proposed by Peoples include NCTS customers' portion 

of the reservation charges that Peoples would pay to SeaCoast Gas Transmission Company, 

L.L.C. (SeaCoast) pursuant to a firm transportation service agreement for which SeaCoast is 

requesting approval in Docket No. 150221-GU. In response to staffs data request, Peoples 

3 Very large residential customers using 2,000 therms or more annually must take service under Peoples, Small 

General Service tariff, and qualify for Rider NCTS. 
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provided information (confidential) regarding the amount of reservation charges that Peoples 

would pay SeaCoast under that transportation service agreement and the relative impact of those 
charges on Peoples' proposed swing service charge modifications in this docket. Based on a 

review of the information provided by Peoples, the reservation charges associated with the 
SeaCoast-Peoples transportation agreement would have a de minimis effect on Peoples' 
proposed swing service charge factors in this docket. 

Conclusion 
The swing service charge has not been updated during its 15-year existence and the number of 

NCTS customers has increased significantly during that time frame. Peoples stated in the instant 

petition that it contemplates periodic filings to update the swing service charge. Updating the 
costs associated with providing the system balancing service that the swing service charge is 

designed to recover ensures an appropriate allocation of costs between NCTS and sales 
customers. Based on a review of the petition and information provided by Peoples in response to 
staffs data request, staff believes that Peoples' proposed swing service charge tariff 

modifications are reasonable. Staff recommends that the Commission approve the tariff 
modifications to the swing service charge to become effective as of the date of the Commission's 

vote. 
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Issue 2: Should this docket be closed? 

Issue 2 

Recommendation: If Issue 1 is approved and a protest is filed within 21 days of the issuance 

of the order, the tariffs 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. (Villafrate) 

Staff Analysis: If Issue 1 is approved and a protest is filed within 21 days of the issuance of 

the order, the tariffs 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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Peoples Gas System 
a Division of Tampa Electric Company 
Original Volume No. 3 

Attachment A 

Fourth Revised Sheet No. 7.101-3 
Cancels Third Revised Sheet No. 7.101-3 

GENERAL APPLICABILITY PROVISIONS (Continued) 

D. SWING SERVICE CHARGE 

The Pool Manager of a Customer receiving aggregated transportation service from 
Company under the Natural Choice Transportation Service Rider (Rider NCTS) provides 
a fixed daily quantity of Gas supply and interstate pipeline transportation capacity 
throughout each month. The Company must increase or reduce the system's Gas 
supply and use of interstate pipeline capacity in an effort to balance the actual daily 
consumption of a Rider NCTS Customer as it differs from the fixed daily quantity of Gas 
being delivered by the Customer's Pool Manager during the month. The Swing Service 
Charge is assessed to firm Rider NCTS Customers to cover the costs incurred by the 
Company to maintain the above-described balance and distribution system integrity. 

The bill for aggregated transportation service provided by Company to a firm Customer 
pursuant to Rider NCTS in any Billing Period shall be adjusted as follows: 

The monthly consumption of· each Rider NCTS Customer shall be multiplied by the 
Swing 

Service Charge factors listed below, each factor being increased or decreased to the 
nearest $0.0001 per therm and include the regulatory assessment tax factor of 1.00503: 

Rate Class 
Small General Service 
Commercial Street Lighting 
Natural Gas Vehicle Service 
General Service 1 
General Service 2 
General Service 3 
General Service 4 
General Service 5 

Recovery Factor 
$0.0388~ per Therm 
$0.0071G-t-1-7 per Therm 
$0.0435~ per Therm 
$0.0208G+4a per Therm 
$0.0217~ perTherm 
$0.02340-+26 per Therm 
$0.0079~ per Therm 
$0.0058GQ99 per Therm 

Revenues derived from the Swing Service Charge are credited to the Purchased Gas 
Adjustment Clause to the extent applicable. 

Issued By: Gordon L. Gillette, President 
Issued On: 
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Case Background 

Utilities, Inc. of Sandalhaven (Sandalhaven or utility) is a Class B wastewater utility serving 835 
wastewater customers in Charlotte County. Water service to the area is supplied by Charlotte 
County. According to the utility' s 2014 annual report, the utility had operating revenues of 
$668,757 and operating expenses of$841 ,708. 

Sandalhaven has been in existence since 1983 and was granted an original certificate in 1995 
following Charlotte County' s adoption of a resolution giving the Florida Public Service 
Commission (Commission) jurisdiction over privately owned water and wastewater utilities.' 
Effective September 25, 2007, the Commission's jurisdiction was rescinded by Charlotte County 
and the certificate was cancelled.2 Subsequently, in 2013, Charlotte County transferred 
jurisdiction back to the Commission. Effective February 12, 2013, Sandal haven was granted 
Certificate No. 567-S.3 The Commission set rate base for the utility in 2007.4 However, the 
utility's current rates were established by Charlotte County, in Resolution 2012-209, adopted 
November 13, 2012, based upon a December 31, 20 I 0 test year. 

On June 4, 2015, Sandalhaven filed its application for the rate increase at issue in the instant 
docket. A deficiency letter was sent to the utility on July I, 2015, and corrections to the 
minimum filing requirements (MFRs) were filed on July 6, 2015, which was established as the 
official date of filing pursuant to Section 367.083, Florida Statutes (F.S.) . The utility requested 
that the application be processed using the Proposed Agency Action (PAA) procedure and 
requested interim rates. The test year established for interim and final rates is the period ended 
December 31 , 2014. The utility is requesting an increase to recover reasonable and prudent costs 
for providing service and a reasonable rate of return on investment, including pro fonna plant 
improvements. Sandal haven requested an interim revenue increase of $724,062 (I 06.2 percent) 
and a final revenue increase of$939,540 (137.9 percent). 

The system was originally designed to serve the communities in the northeastern part of the 
territory. The wastewater treatment plant (WWTP) was initially permitted for 150,000 gallons 
per day (gpd), and the treated effluent was disposed of as reclaimed water for irrigation at the 
Wildflower Golf Course (WGC). The utility was aware that WGC had been slated for residential 
development and would at that time, thus, be unavailable for effluent disposal. Due to the 
expected development of WGC, and having been approached by developers regarding growth, 
Sandalhaven began exploring options for handling the anticipated wastewater treatment 
demands. After studies that included interconnection with nearby utilities and expansion of the 
WWTP with the associated drilling of a deep-injection well for disposal, Sandalhaven opted for 
interconnection with Englewood Water District (EWD) as the least-cost solution, as was 

10rder No. PSC-95-0478-FOF-SU, issued April 13, 1995, in Docket No. 941341-SU, In re: Application for 
certificate to provide wastewater service in Charlotte County by Sandal haven Utility, Inc. 
20rder No. PSC-07-0984-FOF-WS, issued December 10, 2007, in Docket No. 070643-WS, In re: Resolution No. 
2007-143 by Charlotte County Board of Commissioners, in accordance with Section 367.171, F.S., rescinding 
Florida Public Service Commission jurisdiction over private water and wastewater systems in Charlotte County . 
30rder No. PSC-13-0178-FOF-SU, issued April 29, 2013 , in Docket No. 130053-SU, In re: Application for 
grandfather certificate to operate wastewater utility in Charlotte County by Utilities, Inc. of Sandal haven. 
40rder No. PSC-07-0865-PAA-SU, issued October 29, 2007, in Docket No. 060285-SU, In re: Application for rates 
in Charlotte County by Utilities, Inc. ofSanda/haven. 
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acknowledged in the Commission' s Order in the last rate case. The interconnection was 
completed in April 2007, and initially only served new customers from the southern portion of 
the utility' s wastewater service territory. These customers had no connection to the WWTP, so 
interconnection with EWD was their only treatment option. With the installation of isolation 
valves at strategic locations, a few developments could be served by either EWD or the WWTP, 
but the oldest subdivisions could only be served by the WWTP until a project to redirect the 
flows from those customers was completed. Sandalhaven anticipated that, with the completion of 
this flow redirection project, it would seek to decommission its WWTP. 

The flow redirection project (also referred to as a diversion project) was platmed to be 
implemented with the application of Phase II rates in the utility' s last Commission rate case. 
However, the Board of County Commissioners of Charlotte County (County) rescinded the 
Commission ' s jurisdiction of privately-owned water and wastewater systems during the 
pendency of the rate case. The Commission' s Phase I rates were implemented, but the Phase II 
rates with the associated pro forma projects were not. During the period that Sandalhaven was 
regulated by the County (2007 to 2013), the utility petitioned for and received a rate increase 
from the County and the WWTP was rerated to 99,000 gpd in response to recommendations 
from a Capacity Analysis Report submitted to the Florida Department of Environmental 
Protection (DEP). When the County transferred jurisdiction back to the Commission in 2013, the 
rates and charges established by the County were approved. Sandalhaven did not proceed with 
the diversion project while under the County's jurisdiction. 

In 2014, DEP received a complaint from representatives of the Fiddlers Green homeowners 
association regarding leaching of wastewater into surrounding areas. After investigation, DEP 
revised Sandalhaven' s pennitted capacity to 45,000 gpd. Sandalhaven directed all possible flows 
to the EWD interconnection, but were unable to divert the flows from the oldest developments. 
During peak occupancy times, the utility had no option but to exceed its permitted capacity due 
to the demand from these customers. Thus, in October 2014, DEP issued a Consent Order that 
required the utility to divert all flows from the WWTP to EWD and decommission the WWTP. 
The Consent Order directed the diversion project to be completed by October 1, 2015, with the 
decommissioning of the WWTP to be completed within 60 days of the diversion. The Consent 
Order contained penalties for failure to timely comply with these requirements unless the utility 
could show that any delay was due to circumstances beyond its control. Sandalhaven was unable 
to meet this deadline due to delays the power company experienced in getting necessary 
easements. The utility requested and received an extension from DEP. The diversion was 
completed November 2, 2015. 

The Commission has jurisdiction in this case pursuant to Sections 367.011 , 367.0814, 367.101 , 
and 361.121 , Florida Statutes (F.S.). 
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Discussion of Issues 

Issue 1: ls the quality of service provided by Sandal haven satisfactory? 

Issue 1 

Recommendation: Yes. The utility has taken reasonable actions to comply with DEP's 
consent order and to address customer concerns. All quality of service issues have been resolved. 
Staff recommends that the quality of service provided by the utility be considered satisfactory. 
(Watts) 

Staff Analysis: Pursuant to Rule 25-30.433(1 ), Florida Administrative Code (F.A.C.), in 
water and wastewater rate cases, the Commission shall detennine the overall quality of service 
provided by a utility, derived from an evaluation of three separate components of utility 
operations. These components are the quality of the utility's product, the operating conditions of 
the utility's plant and facilities, and the utility's attempt to address customer satisfaction. The 
rule further states that sanitary surveys, outstanding citations, violations, and consent orders on 
file with the DEP and the county health department over the preceding three-year period shall be 
considered in addition to customer comments or complaints. 

Quality of Utility's Product and Operating Conditions of the Utility's Facilities 
Sandalhaven provides wastewater service only. Although the utility no longer operates a WWTP, 
during the test year its operation of the wastewater treatment system was subject to various 
environmental requirements such as pennitting, testing, and discharge monitoring under the 
jurisdiction of DEP. During the last two Compliance Inspections in 2011 and 2013, DEP found 
some minor out-of-compliance conditions at the WWTP, which were addressed by the utility. 
The overall operation of the plant was found to be satisfactory. 

As noted in the case background, in 2014 DEP received a complaint from a customer regarding 
apparent leaching of wastewater from the percolation ponds to the surrounding area. After 
investigation and supplemental monitoring by the utility revealed that the percolation ponds were 
no longer able to handle the demand, the utility entered into a Consent Order with DEP. The 
Consent Order required the utility to: I) prevent potential impacts on neighboring properties by 
following the protocol described in the monitoring plan approved by DEP; 2) construct a 
wastewater collection/transmission system to divert flow from the WWTP to the EWD 
interconnection force main; and 3) inactivate or abandon the WWTP within 60 days of diverting 
the flow to EWD. 

The diversion was to be completed by October 1, 20 15; however, due to circumstances beyond 
its control, the utility was unable to meet this deadline. It requested and received an extension. 
The diversion was complete on November 2, 2015, and the utility began the WWTP 
decommissioning process immediately afterward. 

The utility had long contemplated decommissioning the WWTP and diver1ing all flows to EWD 
for economic reasons, and would have done so with the implementation of the Phase II rates set 
in its last rate case. However, with the subsequent jurisdictional changes, these projects were put 
on hold until the failure of the percolation ponds in 2014. It then became clear that the diversion 
and decommissioning projects must be implemented for the safety of the nearby residents and 
the environment. 
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Prior to the complaint to DEP, Sandalhaven had operated and maintained its plant in a 
satisfactory manner as indicated by DEP' s August 4, 2011 and August 5, 2013 Compliance 
Inspection reports. Although leaching of wastewater from percolation ponds to the surrounding 
area is a serious problem with a lengthy resolution process, the utility acted responsibly by 
complying with all DEP requirements as expeditiously and economically as possible. When 
Sandal haven was notified of the problem by DEP, it hired an engineering firm to determine the 
source. When the percolation ponds were detennined to be the problem, the utility met with DEP 
and fonnulated a corrective action plan, which DEP approved. The utility then proceeded to 
implement its corrective action plan to resolve the problem. Staffbelieves Sandalhaven exercised 
caution by acting only under DEP supervision within DEP's consent order process. It appears 
Sandalhaven is complying with the terms of DEP's consent order. 

On September 15, 2015, staff inspected the utility' s plant. Although the WWTP is being 
decommissioned, staff inspected the 13 lift stations and observed that they were operational and 
in good repair. Based on Sandalhaven' s status with DEP and staffs on-site observations, staff 
recommends that the operational condition of Sandalhaven's wastewater system is satisfactory. 

The Utility's Attempt to Address Customer Satisfaction 
A customer meeting was held on September 24, 2015, at the Tringali Community Center in 
Englewood, Fl01ida. Of the 73 customers who were present at the meeting, 13 customers signed 
up to speak. As of November 17, 2015, 94 customers have sent written comments to the 
Commission. Four of the customers who sent written comments also spoke at the customer 
meeting. The majority of customers' comments, both written and spoken at the customer 
meeting, expressed objections to various aspects of the rate increase. 

The rate increase objections ranged from general disagreement with ra1smg the rates to 
statements regarding specific ratemaking elements such as return on equity, depreciation, and 
items that should or should not be considered in setting the rates. Since receiving Sandalhaven's 
request for a rate increase, staff has diligently analyzed the utility ' s books and records, and made 
its recommendation in accordance with the Commission' s rules, statutes, and practices. As such, 
staff will address its treatment of these ratemaking elements in its customary manner in the 
appropriate issues. 

In addition to the rate increase, the customers had concerns or questions about: (1) leakage from 
the WWTP; (2) paying for unrealized growth or future customers; (3) suggestions for alternative 
methods of determining the rate increase; and (4) the billing error related to interim rates. These 
concerns are discussed below. 

Leakage 
Several customers from the Fiddlers Green neighborhood, which is adjacent to the WWTP, 
expressed concern about wastewater from the percolation ponds leaching into the surrounding 
area, and the utility ' s slow response. However, the percolation ponds did not, at that point, have 
a history of failure, and the utility had no way of determining if they were the source of the 
standing water without pursuing a lengthy study. Given the utility's DEP obligations regarding 
the issue, its most responsible avenue was to address the issue with DEP through the complaint 
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investigation and Consent Order process as stated earlier. Sandalhaven was given the results of 
DEP' s complaint inspection on May 5, 2014. Within two months it had performed the study 
needed to determine that the percolation ponds were the source of the problem and met with DEP 
to discuss its proposed corrective action plan. Staff believes the utility did not delay taking 
action, but rather responded with appropriate caution. 

As described in the case background, Sandalhaven has diverted all flows from the WWTP to 
EWD and is in the process of decommissioning the WWTP. Once this process is completed, staff 
believes the problems associated with living in close proximity to a WWTP, from odor to 
leakage to large sludge-hauling trucks, should be alleviated. 

Growth 
Several customers expressed a belief that the rate increase was either to pay for infrastructure 
built to support growth that did not materialize, or to fund future growth. Neither of these 
viewpoints is correct. In the last rate case, the utility did anticipate future growth based on 
developers that approached it for service to planned developments. With respect to the physical 
aspects of the system, at the beginning of the last rate case, the interconnection with EWD was 
not yet completed and all current customers were served by the WWTP. Prior to the Order being 
issued in that case, the interconnection was completed and available to serve new customers. 
Several of the customers who wrote to the Commission may not be aware that they are from 
some of the developments that can only be served by the interconnection to EWD. 

With respect to the regulatory aspects of the last rate case, the Commission, on recognizing that 
many customers could still be served by the WWTP prior to the plant being decommissioned, 
ordered that the interconnection components-the force main, primary master lift station, and the 
purchased treatment capacity-be assigned a non-used and useful adjustment for the Phase I rates. 
This shielded the current customers from paying for future growth. The interconnection was 
completed in April 2007, and initially only served new customers from the southern portion of 
the utility's wastewater service territory. These customers had no connection to the WWTP, so 
interconnection with EWD was their only treatment option. 

The capacity payments made in 2006 and 2007, included capacity needed for current, active 
customers and for the equivalent residential connections (ERCs) prepaid for by developers. Thus, 
the customers who were active at that time only paid their pro rata share for the capacity. As for 
the interconnection force main and the primary master lift station, the incremental costs of 
installing differently-sized pipes and fittings is incidental. This is because the major cost drivers 
of installing any size pipeline are the surveys, route selection, pennitting, easements, excavation, 
etc., which would have to be paid each time new lines are installed. For this reason alone any 
responsible utility should size a force main to handle maximum expected flow. However, a force 
main only two inches smaller in diameter would have required pumping capacity more than three 
times higher than for the 12-inch force main that was installed, making the ongoing operational 
costs much higher over time. With the purchased treatment capacity being necessary to provide 
service to customers in the southern portion of its territory, the utility took advantage of 
economies of scale by avoiding the virtual doubling of labor costs (that would now have to be 
borne by current customers in the instant rate case), as well as greatly improving the operational 
efficiency of the system (saving on operation and maintenance costs since inception). 
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Issue 1 

Likewise, according to the utility, the primary master lift station' s receiving well was sized for 
maximum future usage, for the same reasons as the force main (the incremental materials cost is 
incidental compared to paying for labor multiple times to change it out as demand increases), but 
the pumps installed were sized to handle current demand to keep operating costs lower. Staff 
believes this was prudent since the cost to upgrade the pumps when needed is much less than the 
other master lift station components. 

Now that the WWTP can no longer be used to provide wastewater treatment to any customers, 
all of Sandalhaven's customers are being served by the interconnection to EWD. The WWTP, 
prior to decommissioning, was incapable of handling the demand for even a fraction of 
Sandalhaven's customers connected to it, much less all of its current customers, so the utility had 
to have additional capacity. Because of the utility's actions in selecting the most cost-effective 
long term solution, together with the regulatory treatment from the last rate case and that 
proposed in the instant case, Sandalhaven' s customers have been adequately shielded from the 
cost impacts of investment for future customers. 

Customers' Suggested Alternatives for Determining a Rate Increase 
Some of the alternative rate increase treatments suggested by customers included tying the 
percentage increase to inflation or to cost-of-living increases, keeping the interim rates, or 
making them equivalent to the rates of nearby city or county utilities. Staff cannot make its 
recommendation based on these principles, but must abide by the requirements of the 
Commission' s rules and statutes. 

Billing Error 
The Commission granted the utility an interim rate increase. The customers were noticed of the 
correct interim rates. However, due to an administrative error, the customers' August bill did not 
reflect the correct interim rates approved by the Commission effective July 29, 2015. When the 
error was discovered, the utility worked with staff to resolve the issue. The utility indicated that 
when customers called they would advise them of the course of action being taken to resolve the 
issue. Also, the utility worked with staff to draft language to include in its next billing cycle, 
which indicated that the bill reflects the accurate lower interim rates and includes a credit to 
correct the prior billing error. Further, staff's customer meeting was held prior to the utility being 
able to get the bill issued and at that time, staff advised the customers the course of action being 
taken to correct the error. 

Staff reviewed the complaints in the Commission 's Complaint Tracking System for Sandalhaven 
from January 1, 2009, through November 5, 2015. Staff found 12 complaints for this system 
filed with the Commission. All of these were billing complaints regarding the utility' s erroneous 
application of its requested interim rates instead of its Commission-approved interim rates. The 
utility resolved these complaints. No quality of service problems were reported to the 
Commission. 

A summary of all complaints and comments received is shown in Table 1-1 . 
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Subject of Complaint 

Billing Related 
Opposing Rate Increase 
Other' 
Quality of Service 
Total* 

N b urn 
PSC's 

Records 
(CATS) 

12 

12 

Table 1-1 
fC I . t b S ero omp am s ,y 

Utility's DEP 
Records Records 

2 

3 
4 3 
9 3 

* A complaint may appear twice in this table if it meets multiple categories. 

Summary 

Issue 1 

ource 

Docket Customer 
Correspondence Meeting 

4 6 
83 13 

4 3 
91 22 

The utility has taken reasonable actions to comply with DEP' s consent order and to address 
customer concerns. All quality of service issues have been resolved. Staff recommends that the 
quality of service provided by the utility be considered satisfactory. 

5 Found not to be the Utility's issue. 
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Issue 2 

Issue 2: Should the audit adjustments to rate base and operating expense to which the utility 
and staff agree be made? 

Recommendation: Yes. Based on the audit adjustments agreed to by the utility and staff, the 
following adjustments should be made to rate base and net operating income as set forth in 
staff's analysis below. (D. Buys) 

Staff Analysis: In its response to the staff audit reports of the utility and affiliate transactions, 
Sandalhaven agreed to the audit adjustments as set forth in the tables below. 

D 
Table 2-1 
fA d" Ad" escnpt1on o u It IJustments 

Audit Finding Description of Adjustment 

Audit Finding No. 1 - Sandalhaven Reflect the appropriate UPIS balances. 

Audit Finding No. 4 - Sandalhaven Reflect the appropriate Land balance. 

Audit Finding No. 6 - Sandalhaven Reflect the appropriate amount of operating revenue 
and RAFs. 

Audit Finding No. 8 - Sandalhaven Reflect the appropriate amount of O&M Expense. 

Audit Finding No. 1 - Affiliate (UI) Reflect the correct allocated plant and accumulated 
depreciation for Transportation. 

Audit Finding No. 2 - Affiliate (UI) Reflect the correct allocated UPIS, accumulated 
depreciation and depreciation expense. 

Source: Staff audit and utility responses to staff data request 

Based on the audit adjustments agreed to by the utility, staff recommends that the adjustments set 
forth in Tables 2-2 and 2-3 be made to rate base and net operating income. 
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Table 2-2 
IJUS mens 0 ae Ad" t t t R t B 

Audit Finding Plant 

Audit Finding No. 1 - Sandalhaven ($14,954) 

Audit Finding No. 4 - Sandalhaven 

Audit Finding No. I -Affiliate (UI) ($7,289) 

Audit Finding No. 2- Affiliate (Ul) ($1 0,968) 

Total ($33,211) 

ase 

Land 

$10,000 

$10,000 

.. 
Source: Staff aud1t and utihty responses to staff data request 

Table 2-3 
IJUS mens 0 e •pera m Ad" t t t N tO f g ncome 

Audit Finding 
Depreciation O&M 

Expense Expense 

Audit Finding No. 1 - Sandalhaven ($778) 

Audit Finding No. 6- Sandalhaven 

Audit Finding No. 8 - Sandalhaven $21,499 

Audit Finding No. 1 - Affiliate (UI) $19,381 

Total $18,603 $21,499 

Source: Staff audit and utility responses to staff data request 
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Accumulated 
Depreciation 

$3,707 

$22,689 

$3,578 

$29,974 

Revenue TOTI 

($17,939) ($807) 

($17,939) ($807) 
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Issue 3: Should any further adjustments be made to test year rate base? 

Issue 3 

Recommendation: Yes. Plant should be decreased by $23,335, accumulated depreciation 
should be decreased by $297,173, CIAC should be increased by $258,674, and accumulated 
amortization of CIAC should be increased by $19,536. Corresponding adjustments should also 
be made to increase net depreciation expense by $6,160. Staff recommends that Sandalhaven 
reflect any change in property taxes in its next pass through filing with the Commission. The 
amortization expense related to the cost of removal of the WWTP should be decreased by $642 
to $9,770 and amortized over a period of lO years. After the expiration of the amortization 
period, the wastewater rates should be reduced by $9,770, as shown on Schedule No. 4, to 
remove removal costs grossed-up for regulatory assessment fees (RAFs) and amortized over a 
1 0-year period. The decrease in rates should become effective immediately following the 
expiration of the 1 0-year recovery period of removal costs associated with the decommissioning 
of the utility's WWTP. Sandalhaven should be required to file revised tariffs and a proposed 
customer notice setting forth the lower rates and the reason for the reduction no later than one 
month prior to the actual date of the required rate reduction. If the utility files this reduction in 
conjunction with a price index or pass-through rate adjustment, separate data should be filed for 
the price index and/or pass-through increase or decrease and the reduction in the rates due to the 
amortized expense. (D. Buys) 

Staff Analysis: 

Retirement of Wastewater Treatment Plant 
In its filings, Sandalhaven made adjustments to reflect the retirement of its WWTP. Plant was 
decreased by $1,061,09 1, accumulated depreciation was decreased by $787,253, CIAC was 
decreased by $1,310,499, and accumulated amortization ofCIAC was decreased by $1,071,361. 
Staff had concerns regarding the utility 's retirement calculations and after several inquiries, the 
utility provided revised calculations in its response to staffs fifth data request filed on October 
26, 2015. Sandalhaven's revised adjustments included retirements to plant of $1,084,426, 
accumulated depreciation of $1,084,426, CIAC of $1 ,051,825, and accumulated amot1ization of 
CIAC of $1,051,825. Upon review of the staff audit and the utility's responses to several data 
requests, staff believes the revised adjustments to retire the wastewater treatment plant are 
appropriate. 

The utility is proposing to retire CIAC of $1 ,051 ,825 due to the retirement of the wastewater 
treatment plant. Sandalhaven identified $628,734 of CIAC associated with Account 354.4 
Structures & Improvements, $62,927 associated with Account 380.4 Treatment & Disposal , 
$185 associated with Lagoons, and $359,979 associated with plant capacity fees received from 
developments served prior to 2004. The total CIAC balance for the test year ended December 31 , 
2014, was $3,276,640. The utility is proposing to retire 32.1 percent of the total CIAC 
($1 ,501 ,825 -:- $3,276,640). The WWTP served approximately 855 ERCs. The total ERCs that 
could be served by the wastewater system (the WWTP plus the prepaid capacity at EWD) is 
approximately 2,175 ERCs. The ERC percentage served by the WWTP is 39.3 percent of the 
system capacity. Based on a comparison of the percentage of ERCs served by the WWTP (32 
percent) to the percentage of CIAC associated with the WWTP (39 percent), staff believes the 
utility's proposal to retire CIAC of $1,051 ,825 is appropriate and reasonable. 
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The utility's proposed plant balance retirement of $1,084,426 is based on the simple average 
balances of the plant accounts associated with the retirement of the WWTP. All additions and 
reclassifications to the treatment plant account balances since the prior rate case in Docket No. 
060285-SU have been audited by staff and are fully supported by the utility. The WWTP was 
pennanently taken offline on November 2, 2015, and the decommissioning process subsequently 
commenced. In its current filing, the utility did not record any salvage value of the plant 
components associated with the decommissioning of the WWTP. However, should the utility 
recover salvage value upon the completion of the decommissioning of the WWTP, staff 
recommends it be addressed in Sandalhaven's next rate case once the value is known. 

Rule 25-30.140(9)(a), F.A.C., states: 

(a) Beginning with the year ending December 31 , 2003, all Class A and B utilities 
shall maintain separate sub-accounts for: ( 1) each type of Contributions-in-Aid
of-Construction (CIAC) charge collected including, but not limited to, plant 
capacity, meter installation, main extension or system capacity; (2) contributed 
plant; (3) contributed lines; and (4) other contributed plant not mentioned 
previously. Establishing balances for each new sub-account may require an 
allocation based upon historical balances. Each CIAC sub-account shall be 
amortized in the same manner that the related contributed plant is depreciated. 
Separate sub-accounts for accumulated amortization of CIAC shall be maintained 
to correspond to each sub-account for CIAC. 

In its filing, the utility reflected total CIAC amortization expense of $25,074, which included an 
amount of $1 ,869 classified as "tap fees." In its revised WWTP retirement calculations, 
Sandalhaven included a CIAC balance $359,979 for tap fees, but did not provide revised 
calculations for CIAC amortization expense. The appropriate amortization rate for tap fees is 
0.025. Staff believes the CIAC amortization expense of $1,869 is understated and should be 
$8,999 ($359,979 x 0.025). The total CIAC amortization expense retired should be $32,154. As a 
result, CIAC amortization expense should be increased by $7,080. 

In its MFRs, the utility reflected an adjustment to decrease depreciation expense by $43,176, or a 
net decrease to depreciation expense of $18, I 02 ($43, 176 - $25,074). The depreciation expense 
associated with the utility' s revised plant retirement calculation is $44,096, or a decrease of $920 
from the amount included in the utility's MFRs. The increase to net depreciation expense is 
$6,160 ($7 ,080 - $920). Accordingly, staff recommends net depreciation expense should be 
increased by $6,160. 

Staff believes that property taxes should be reduced to reflect the retirement and 
decommissioning of the WWTP. Staff recommends that the utility be required to contact the 
Charlotte County Tax Appraiser about revising the appraised tangible property value. Staff 
recommends that Sandalhaven reflect any change in property taxes in its next pass through filing 
with the Commission. 

Based on the aforementioned, staff recommends that plant be decreased by $23,335, 
accumulated depreciation be decreased by $297,173, CIAC be increased by $258,674, and 
accumulated amortization of CIAC be increased by $19,536. Corresponding adjustments should 
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also be made to decrease depreciation expense by $920 and increase CIAC amortization expense 
by $7,080, or a net increase to depreciation expense of $6,61 0. 

Net Loss on Forced Abandonment 
In its filing, Sandalhaven reflected an amortization expense of $10,412 amortized over 14.43 
years to recover a net loss on abandonment of $150,23 7. In its filing, the utility estimated a cost 
of $156,000 to decommission the WWTP. In response to a staff data request, Sandalhaven 
provided an invoice for a cost of $97,696 to decommission the WWTP. Based on the retirement 
adjustments discussed above, the utility will incur a net loss on forced abandomnent of $97,696 
based solely on the cost of removal and decommissioning of the WWTP. 

Table 3-1 
Net Loss on Forced Abandonment 

Plant Balance $1 ,084,426 

Less Depreciation 

Less CIAC 

Plus Amortization of CIAC 

Net Loss on Rate Base 

Plus Cost to Remove 

Net Loss 

$1 ,084,426 

$1,051 ,825 

$1,051,825 

$0 

$97,696 

$97.696 

Source: Utility's response to staff data requests 

Rule 25-30.433(9), F.A.C., Rate Case Proceedings, states: 

The amortization period for forced abandonment or the prudent retirement, in 
accordance with the National Association of Regulatory Utility Commissioners 
Uniform System of Accounts, of plant assets prior to the end of their depreciable 
life shall be calculated by taking the ratio of the net loss (original cost less 
accumulated depreciation and contributions-in-aid-of-construction (CIAC) plus 
accumulated amortization of CIAC plus any costs incun·ed to remove the asset 
less any salvage value) to the sum of the annual depreciation expense, net of 
amortization of CIAC, plus an amount equal to the rate of return that would have 
been allowed on the net invested plant that would have been included in rate base 
before the abandonment or retirement. This fonnula shall be used unless the 
specific circumstances surrounding the abandonment or retirement demonstrate a 
more appropriate amortization period. 

For the purpose of calculating the amortization period pursuant to Rule 25-30.433(9), F.A.C., the 
net loss is $97,696 divided by zero, which results in zero years. Hence, Rule 25-30.433(9), 
F.A.C. , is not applicable in this case since the retired asset is fully depreciated. Pursuant to Rule 
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25-30.433(8), F.A.C., non-recurring expenses shall be amortized over a 5-year period unless a 
shorter or longer time can be justified. In this case, staff believes a recovery period of I 0 years is 
appropriate and recommends the net Joss of $97,696 be amortized over a I 0-year period. Staffs 
recommendation is consistent with the Commission's recent decision regarding the Orchid 
Springs Development staff assisted rate case in Docket No. 140239-WS at the November 5, 2012 
Agenda Conference.6 The amortization amount equates to the net Joss of $97,696 divided by I 0 
years, or $9,770. The resulting adjustment is a decrease to amortization expense of $642 from the 
utility' s proposed amortization expense of $10,412. Accordingly, staff recommends that 
amortization expense be decreased by $642 to $9,770 and amortized over a period of I 0 years. 

Based on the above analysis, staff recommends that plant be decreased by $23,335, accumulated 
depreciation be decreased by $297,173, CIAC be increased by $258,674, and accumulated 
amortization of CIAC be increased by $19,536. Corresponding adjustments should also be made 
to increase net depreciation expense by $6,160. Staff recommends that Sandalhaven reflect any 
change in property taxes in its next pass through filing with the Commission. The amortization 
expense related to the cost of removal of the WWTP should be decreased by $642 to $9,770 and 
amortized over a period of 10 years. After the expiration of the amortization period, the 
wastewater rates should be reduced by $9,770, as shown on Schedule No.4, to remove removal 
costs grossed-up for regulatory assessment fees (RAFs) and amortized over a I 0-year period. 
The decrease in rates should become effective immediately following the expiration of the 10-
year recovery period of removal costs associated with the decommissioning of the utility's 
WWTP. Sandalhaven should be required to file revised tariffs and a proposed customer notice 
setting forth the lower rates and the reason for the reduction no later than one month prior to the 
actual date of the required rate reduction. If the utility files this reduction in conjunction with a 
price index or pass-through rate adjustment, separate data should be filed for the price index 
and/or pass-through increase or decrease and the reduction in the rates due to the amortized 
expense. 

6 Docket No. 140239-WS, In re: Application for staff-assisted rate case in Polk County by Orchid Springs 
Development Co1poration. 
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Issue 4: Should any adjustments be made to the utility's pro forma plant? 

Recommendation: Yes. Pro fonna plant should be decreased by $153,873. Corresponding 
adjustments should be made to decrease accumulated depreciation and depreciation expense by 
$4,870. An additional corresponding adjustment should be made to decrease credit ADITs by 
$481. (Watts, D. Buys) 

Staff Analysis: Section 367.081 , F.S., provides that the Commission, in fixing rates, shall 
consider facilities to be constructed within a reasonable time in the future, to be Used and Useful 
(U&U) if such property is needed to serve current customers. Costs associated with each of the 
pro fonna plant items discussed below have been or are projected to be incurred within two years 
of the test year. Section 367.081 , F.S., additionally provides that the Commission shall approve 
rates for service which allow a utility to recover the full amount of enviromnental compliance 
costs. 

Sandalhaven's initial filing contained two pro forma plant additions. Staff reviewed the utility ' s 
filings and responses to data requests and recommends that several adjustments to the utility' s 
requested pro forma plant additions are necessary. Table 4-1 provides a summary of staffs 
recommended pro fonna plant additions. 

Table 4-1 
St ff R a d d P F PI tAd' t t ecommen e ro orma an IJUS mens 

Response 
Pro Forma Plant Initial from data Recommended 

Documentation Items MFR request I Amount 
Filing 

Diversion from $696,129 $743,672 $742,256 Invoice I Work Order 
WWTPto EWD 

Relocation of sewer $200,000 $174,088 $0 Engineering estimate I 
pipe due to County utility 

. . 
of opnnon 

road construction. probable construction 
cost 

Total $896,129 $917,760 $742,256 

.. 
Source: MFRs and utility's response to staff data requests 

The work for the pro fonna project to divert the flow from the WWTP to the EWD wastewater 
treatJnent plant was completed on November 2, 2015, and the flows have been diverted. The 
utility provided invoices for the work perfonned, and also provided schedules reflecting the 
capitalized time for Sandalhaven employees and interest expense during construction as support 
for the cost of the project. There was a retirement of $1,417 included in the upgrade of one of the 
lift stations. As such, staffs recommended amount of $742,256 reflects the removal of the 
retirement from the utility's requested amount of $743,672. 
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The utility requested a pro forma plant increase of $200,000 to recover the cost to relocate 
existing sewer lines due to road improvements by Charlotte County. Staff believes the utility has 
not supported the requested amount. The utility plans to complete its project in coordination with 
Charlotte County's construction schedule and assumes that the project will commence on July 1, 
2016, and be completed on December 31, 2016. However, the actual completion date of the 
project is dependent upon Charlotte County ' s work schedule which is unknown at this time. 
Charlotte County' s website indicates that as ofNovember 17, 2015, permitting for this project is 
85 percent complete and the construction schedule is yet to be determined. Further, the utility has 
not obtained any construction bids for the project. The utility submitted a self-prepared document 
entitled "Placida Road Force Main Relocations Opinion of Probable Construction Cost" which is 
not a signed bid for the construction cost of the project. 

In its MFRs, Sandalhaven included a credit adjustment of $852 to the AD ITs balance to account 
for the deferred taxes associated with the addition of pro forma plant. Staff's recommended 
adjustments to decrease pro fonna plant result in a corresponding decrease to the deferred taxes 
associated with the pro forma plant additions. Based on the utility' s calculation of ADITs 
associated with the pro forma plant additions included in the staff audit work papers, staff 
believes the appropriate amount of credit ADITs associated with the pro forma projects is $371. 
Accordingly, staffrecommends that credit ADITs of$852 be decreased by $481 to $371. 

Based on the aforementioned, staff believes the pro forma amounts in Table 4-1 are appropriate. 
Accordingly, staff recommends that plant be decreased by $153,873. Corresponding adjustments 
should be made to decrease accumulated depreciation and depreciation expense by $4,870. An 
additional corresponding adjustment should be made to decrease credit ADITs by $481. 
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Issue 5: What are the used and useful percentages for the utility's wastewater collection and 
interconnection systems? 

Recommendation: Sandalhaven's wastewater collection system, purchased wastewater 
treatment capacity, and primary master lift station should be considered 1 00 percent used and 
useful (U&U); and its interconnection force main should be considered 74.9 percent U&U. To 
reflect the appropriate U&U percentages, staff recommends that plant be decreased by $755,064, 
accumulated depreciation be decreased by $252,979, C1AC be decreased by $19,144, and 
accumulated amortization of C1AC be decreased by $7,337. In addition, Land should be 
decreased by $4,662. Corresponding adjustments should be made to decrease depreciation 
expense and amortization expense by $26,089 and $637, respectively. As such, rate base should 
be decreased by $490,278 and net depreciation expense should be decreased by $25,451. Staff 
recommends that wastewater purchased power, chemical expenses, and purchased wastewater 
treatment should be reduced by 26.07 percent for excessive infiltration and inflow (J&I). (Watts, 
D. Buys) 

Staff Analysis: The Sandalhaven wastewater system is composed of purchased wastewater 
treatment capacity through an interconnection with EWD, an interconnection force main, a 
primary interconnection master lift station, and a collection system. During the test year, a 
portion of the flows were treated by the utility's WWTP. Staff recommended the WWTP be 
considered 100 percent U&U for interim purposes. However, all flows are now directed to EWD 
for treatment, so no U&U percentage is needed for the WWTP. 

Although the Commission's rules regarding U&U plant for wastewater treatment systems do not 
address purchased treatment capacity or interconnection plant, staff believes that a U&U analysis 
is appropriate for these items. Each of these items has unique characteristics that need to be taken 
into account. The purchased treatment capacity is most analogous to a conventional WWTP, and 
staff's analysis of the purchased capacity will closely parallel that of a WWTP. Staff believes the 
functional nature of the interconnection components warrants a slightly different treatment, using 
peak flows instead of average flows. 

Infiltration and Inflow 
Typically, infiltration results from groundwater entering a wastewater collection system through 
broken or defective pipes and joints; whereas, inflow results from water entering a wastewater 
collection system through manholes or lift stations. By convention, the allowance for infiltration 
is 500 gpd per inch diameter pipe per mile, and an additional 10 percent of residential water 
billed is allowed for inflow. Rule 25-30.432, F.A.C., provides that in determining the amount of 
U&U plant, the Commission will consider 1&1. Additionally, adjustments to operating expenses 
such as chemical and electrical costs are also considered necessary. 

All wastewater collection systems experience 1&1. The conventions noted above provide 
guidance for detennining whether the 1&1 experienced at a WWTP is excessive. While 
Sandalhaven no longer operates a WWTP, the effects of excessive 1&1 affect the flows billed to 
Sandalhaven. Staff calculates the allowable infiltration based on system parameters and 
allowable inflow based on water sold to customers. The sum of these amounts is the allowable 
1&1. Staff next calculates the estimated amount of wastewater returned to the EWD from 
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customers. The estimated return is determined by summing 80 percent of the water sold to 
residential customers with 90 percent of the water sold to non-residential customers. Adding the 
estimated return to the allowable I& I yields the maximum amount of wastewater that should be 
treated by EWD without incurring adjustments to operating expenses. If this amount exceeds the 
actual amount treated, no adjustment is made. If it is less than the gallons treated, then the 
difference is the excessive amount of I& I. 

The utility has 2,325 feet of 6-inch and 11,670 feet of 8-inch collecting mains. Given these 
parameters and performing the necessary conversions to express the result in gallons per year 
(gpy), the allowance for infiltration is 3,709,105 gpy. 

The utility' s records indicated that it billed for wastewater based on 19,343,000 gallons of water 
demand for its residential customers and 17,303,000 gallons of water demand for its non
residential customers during the test year. Thus, the allowance for inflow is 10 percent of the 
residential flow, or I ,934,300 gpy. Therefore, the total allowance for inflow and infiltration is 
5,643,405 gpy. 

The utility reported the total number of water gallons billed to all wastewater customers during 
the test year was 36,646,000 gallons (19,343,000 residential, 17,303,000 non-residential). 
Estimating the residential return at 80 percent and the non-residential return at 90 percent, the 
total estimated return to the EWD is 31 ,04 7,100 gallons. Thus, the estimated maximum amount 
of wastewater that the EWD should treat, the estimated return plus the allowable 1&1, Is 
36,690,505 gpy. Any amount treated in excess of this amount is considered excessive 1&1. 

According to the utility' s MFR Schedule F-2, the utility treated 49,632,000 gallons of 
wastewater (including flows to EWD) during the test year. This is greater than the estimated 
maximum amount allowable. Therefore, the excessive 1&1 is 12,941 ,495 gpy, or 35,456 gpd. 
Expressed as a percentage of wastewater treated, excessive 1&1 is 26.07 percent. 

Thus, a 26.07 percent adjustment to wastewater purchased power, chemical expenses, and 
purchased wastewater treatment should be made for excessive 1&1 as discussed in Issue 13. 

Purchased Wastewater Treatment Capacity 
The treatment capacity from EWD was purchased in two increments in 2006 and 2007 on an 
annual average daily flow (AADF) basis for a total of 300,000 gpd. The amount of capacity 
purchased was based on the utility' s current demand, plus guaranteed revenue agreements for the 
Eagles Preserve Drive landowners, plus prepaid commitments from the developers noted in the 
case background. While not all of the growth materialized as expected, some of it did, and 
recently work has begun again on some of the previously planned developments. Staff 
recommends that the estimated flows for the unbuilt guaranteed revenue and prepaid customers 
should be included in the U&U calculations because, having already been paid for the capacity, 
the utility is obligated to be capable of providing service to these customers on demand. 

According to Rule 25-30.432, F.A.C., the U&U analysis of a utility's WWTP is based on 
customer demand compared with the pennitted plant capacity, with customer demand measured 
on the same basis as pennitted capacity. As stated earlier, purchased capacity is similar to, but 
not the same as, a WWTP. Sandalhaven' s contract with EWD is for 300,000 gpd on an AADF 
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basis. Consideration is given for growth and l&I. Pursuant to Rule 25-30.431, F.A.C., a linear 
regression analysis of the utility' s historical growth pattern results in 87 ERCs per year for the 
five-year statutory growth period. The utility had an average of 873 ERCs for the test year, 
resulting in 155.8 gpd/ERC (I 35,978 gpd/873 ERCs). Thus, a growth allowance of 67,755 gpd is 
also considered. Based on the sum of the AADF for the WWTP during the test year of 72,50 1 
gpd, the 63,477 AADF treated by EWD during the test year, the estimated guaranteed revenue 
flows of 12,920 gpd, and the estimated prepaid commitment flows of 152,570 gpd, with the 
purchased capacity of 300,000 gpd, the growth allowance of 67,755 gpd, and the excessive 1&1 
of 35,456 gpd, staff recommends that the purchased wastewater treatment capacity be considered 
100 percent U&U. [(72,501 gpd + 63,477 gpd + 12,920 gpd + 152,570 gpd - 35,456 gpd + 
67,755 gpd)/300,000 gpd] 

Interconnection Force Main 
As alluded to earlier, the physical properties of the interconnection force main necessitates sizing 
it for expected peak flow rather than for an average flow. This is because the pipe size limits the 
maximum flow. If demand exceeds this limit, it could cause line rupture, pump failure, 
equipment damage, and/or loss of service. The only peak flow data available for the test year was 
for the WWTP, as contained in the Discharge Monitoring Reports submitted to DEP. For the test 
year, the peak flow treated at the WWTP was I47,000 gpd, or 2.03 times the AADF. Thus, staff 
used this factor in estimating test year peak flows for EWD, guaranteed revenue and prepaid 
commitments. These same values will be used for the primary master lift station calculation 
below. 

The U&U calculations for the interconnection force main and primary master lift station are as 
follows. Using peak flow data to determine a growth allowance yields 137,526 gpd at 316.2 
gpd/ERC. Excessive 1&1 is not considered separately, being included in the peak flow data. 
Thus, based on test year peak WWTP flows of 147,000 gpd, EWD peak flows of 129,000, peak 
guaranteed revenue flows of 26,228 gpd, peak prepaid commitment flows of 309,717, a growth 
allowance of 13 7,526 gpd, and the interconnection force main capacity of I ,000,000 gpd, staff 
recommends the interconnection force main be considered 74.9 percent U&U. [(147,000 gpd + 
129,000 gpd + 26,228 gpd + 309,717 gpd + 137,526 gpd)/1 ,000,000 gpd] The U&U adjustment 
of 74.9 percent for the force main should be applied to NARUC Account Nos. 355.2, Power 
Generation Equipment, and 360.2, Collection Sewers - Force. 

Primary Master Lift Station 
The U&U calculation for the primary master lift station is similar to the interconnection force 
main, with one difference. While the interconnection force main must deliver all flows from the 
Sandalhaven wastewater service territory to EWD, the primary master lift station will process all 
flows except that from the area previously only capable of being served by the WWTP. The 
flows from this area will be delivered directly to the interconnection force main by the secondary 
master lift station that is part of the diversion project that is among the pro forma items in the 
instant docket. Thus, the WWTP flows have been omitted from this calculation. 

Based on test year peak EWD peak flows of 129,000, peak guaranteed revenue flows of 26,228 
gpd, peak prepaid commitment flows of 309,717, a growth allowance of 137,526 gpd, and the 
primary master lift station capacity of 500,000 gpd, staff recommends the interc01mection force 
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main be considered 100 percent U&U. ((129,000 gpd + 26,228 gpd + 309,717 gpd + 137,526 
gpd)/500,000 gpd) 

Collection System 
In the utility's last rate case the Commission found the wastewater collection system should be 
100% U&U because virtually all of the wastewater mains and lift stations were contributed by 
the developers. Since that time there have been no changes to the collection system; therefore, 
staff recommends that the wastewater collection system should be considered 1 00% U&U 

Land 
As indicated in the utility's MFRs, a used and useful adjustment of 46.54 percent was applied to 
the Land balance of $157,062 to reflect the portion of land not used to provide service to 
customers. This same adjustment should be applied to the agreed upon audit adjustment in Issue 
2 to increase land by $10,000. Accordingly, Land should be decreased by $4,662 to reflect the 
appropriate used and useful amount. 

Summary 
Based on the analysis above, staff recommends Sandal haven· s wastewater collection system, 
purchased wastewater treatment capacity, and primary master lift station should be considered 
100 percent U&U; and its interconnection force main should be considered 74.9 percent U&U. 
To reflect the appropriate U&U percentages, staff recommends that plant be decreased by 
$755,064, accumulated depreciation be decreased by $252,979, CIAC be decreased by $19,144, 
and accumulated amortization of CIAC be decreased by $7,337. In addition, Land should be 
decreased by $4,662. Corresponding adjustments should be made to decrease depreciation 
expense and amortization expense by $26,089 and $637, respectively. As such, rate base should 
be decreased by $490,278 and net depreciation expense should be decreased by $25,451. Staff 
recommends that wastewater purchased power, chemical expenses, and purchased wastewater 
treatment should be reduced by 26.07 percent for 1&1. 
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Issue 6: What is the appropriate working capital allowance? 

Issue 6 

Recommendation: The appropriate working capital allowance is $70,647. As such, the 
working capital allowance should be decreased by $16,610. (Yeazel, D. Buys) 

Staff Analysis: Rule 25-30.433(2), F.A.C., requires that Class B utilities use the fonnula 
method, or one-eighth of O&M Expense, to calculate the working capital allowance. The utility 
properly filed its allowance for working capital using the one-eighth of O&M expense method 
and reflected a working capital allowance of $87,257 in its MFRs. Staff has recommended 
adjustments to Sandalhaven' s O&M expenses, which are reflected on Schedule No. 3-A. As a 
result, staff recommends a working capital allowance of $70,647. This reflects a decrease of 
$ 16,610 to the utilities requested working capital allowance. 
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Issue 7: What is the appr<_?priate rate base for the test year period ended December 31, 2014? 

Recommendation: Consistent with staff's other recommended adjustments, the appropriate 
rate base for the test year ended December 31 , 2014, is $3,561,327. (D. Buys) 

Staff Analysis: In its Revised MFRs, the utility requested a rate base of $4,721 ,216. Based 
on staff's recommended adjustments, the appropriate rate base is $3,561 ,327. Staff's adjustments 
recommended in the preceding issues result in a decrease of $1, 159,890. The schedule for rate 
base is attached as Schedule No. 1, and the adjustments are shown on Schedule No. 1-A. 
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Issue 8 

Recommendation: Based on the Commission leverage formula currently in effect, the 
appropriate allowed retum on equity (ROE) is 10.36 percent with a range of plus or minus 100 
basis points. (Archer) 

Staff Analysis: The ROE included in the utility ' s Revised MFRs is 10.37 percent. Based the 
current leverage fonnula in effect and an equity ratio of 49.78 percent, the appropriate allowed 
ROE is 10.36 percent. Staff recommends a range of plus or minus 100 basis points be recognized 
for ratemaking purposes. 
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Issue 9 

Recommendation: The appropriate 2014 average net used and useful credit accumulated 
deferred income taxes (ADITs) balance to include in the capital structure is $214,874. (D. Buys) 

Staff Analysis: In its MFRs, the utility included a debit ADlT balance of $540,000 in its rate 
base. Staff believes two adjustments to the utility's ADITs are necessary. The adjustments 
involve the appropriate ratemaking treatment of the utility' s ADITs for taxes paid on plant 
capacity charges and whether the debit ADITs for a net operating loss (NOL) should be 
disallowed. 

Sandalhaven included a debit ADIT amount of $618,138 associated with income taxes the utility 
paid on plant capacity fees received from property developers. Sandalhaven believes that IRS 
Treasury Regulation 1.118-2 requires the utility to treat plant capacity charges as taxable income. 
Staff believes that IRS Treasury Regulation 1.118-2 clearly demonstrates that, in this case, 
Sandalhaven' s plant capacity charges are non-taxable CIAC. In support of its position, the utility 
provided tax return documents showing it paid income taxes on the plant capacity fees of 
$895,000 in 2006. Specifically, the document included an entry for other income of $895,000 
from service line and meter fees. In addition, the utility provided a memorandum &om Price 
WaterhouseCoopers dated December 22, 2004. The memorandum indicated that 
PriceWaterhouseCoopers reviewed and signed the U.S. Corporation Income Tax returns for tax 
years 2001 , 2002, and 2003, filed by Sandalhaven's parent company, Utilities, Inc. The memo 
stated: 

For the above mentioned income tax returns, plant modification fees and 
tap/connection fees were properly included in taxable income on each tax return 
under the provisions of the Internal Revenue Code Section 118 and the Income 
Tax regulations thereunder. 

Paragraph (b )(3) of IRS Treasury Regulation 1.118-2 states that a customer connection fee is not 
a contribution in aid of construction under paragraph (b) and generally is included in taxable 
income. The utility classified the CIAC received &om developers as tap fees, or service line or 
meter fees. Based on the utility' s classification, it is understandable that a reasonable person 
could conclude that the CIAC is taxable under the utility' s interpretation of IRS Treasury 
Regulation 1.118-2. 

Staff believes that the CIAC collected from the developers does not meet the definition of a 
customer connection fee as defined by Paragraph (b)(3)(i) of IRS Treasury Regulation 1.118-2, 
which states: 

The term customer connection f ee includes any amount of money or other 
property transferred to the utility representing the cost of installing a connection 
or service line (including the cost of meters and piping) from the utility's main 
water or sewer lines to the line owned by the customer or potential customer. 

The CIAC in question consists mostly of payments from multiple developers from 1995 through 
2006 to the utility to reserve capacity from the utility to serve potential residents in the planned 
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developments. The amount of the plant capacity fee collected from the developers was based 
upon the Commission approved plant capacity fee of $1 ,250 per ERC listed in Sandal haven' s 
tariff. The amount of CIAC received was $1,573,581 which resulted in deferred taxes of 
approximately $592,138. 

Staff also believes that IRS Treasury Regulation 1.118-2 clearly demonstrates that Sandalhaven's 
plant capacity charges are non-taxable CIA C. The characteristics to meet the definition of non
taxable CIAC are: (I) the money must be contributed to a regulated public utility that provides 
either water or sewer disposal services; (2) the contribution must provide for the expansion, 
improvement, or replacement of the utility ' s facilities; and (3) the contribution cannot be 
included in the utility's rate base for rate-making purposes. The CIAC collected by the utility 
meets all of these characteristics. 

Further, if the CIAC received from the developers is considered a customer c01mection fee, staff 
believes that paragraph (b)(4)(i) of IRS Treasury Regulation 1.118-2 clearly demonstrates that 
Sandalhaven's plant capacity charges meet the exception whereby the CIAC is non-taxable if the 
charges were approved within 8V2 months from the in-service date of the wastewater treatment 
plant. Paragraph (b)( 4)(ii) of IRS Treasury Regulation 1.118-2, states: 

(ii) Example. The application of paragraph (b) ( 4) (i) of this section is illustrated 
by the following example: 

Example. M, a calendar year regulated public utility that provides water services, 
spent $1 ,000,000 for the construction of a water facility that can serve 200 
customers. M placed the facility in service in 2000. In June 2001 , the public 
utility commission that regulates M approves a tariff requiring new customers to 
reimburse M for the cost of constructing the facility by paying a service 
availability charge of $5,000 per lot. Pursuant to the tariff, M expects to receive 
reimbursements for the cost of the facility of$100,000 per year for the years 2001 
through 20 I 0. The reimbursements are contributions in aid of construction under 
paragraph (b) of this section because no later than 8V2 months after the close of 
the taxable year in which the facility was placed in service there was a tariff, 
binding under local law, approved by the public utility commission requiring new 
customers to reimburse the utility for the cost of constructing the facility. The 
basis of the $1 ,000,000 facility is zero because the expected contributions equal 
the cost of the facility. 

Pursuant to Section 367.171 , F.S., on September 27, 1994, the Board of County Commissioners 
of Charlotte County adopted a resolution giving this Commission jurisdiction over privately 
owned water and wastewater utilities in Charlotte County. By Order No. PSC-94-1451-FOF-WS, 
issued November 28, 1994, the Commission acknowledged the County's resolution. By Order 
No. PSC-95-0478-FOF-SU, the Commission approved a grandfather certificate for the utility and 
approved the $1,250 plant capacity charge that Charlotte County had initially set. By Order No. 
PSC-99-2114-PAA-SU, the Commission approved the transfer from Sandalhaven Utility, Inc. to 
Utilities, Inc. of Sandalhaven and approved the adoption of the same $1,250 plant capacity 
charge. 
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Additionally, the amount of AD ITs associated with the tax years 200 I, 2002, and 2003, 
addressed by the PriceWaterhouseCoopers memorandum discussed above, have been retired in 
conjunction with the retirement of the WWTP and should be removed from the ADIT balance in 
any case. Fmther, in its response to staffs fifth data request number 12, Sandalhaven stated that 
the plant capacity fees that comprise the CIAC in question were misclassified as tap fees and are 
capacity charges. 

In light of the above, staff believes that the debit ADITs from taxes paid on plant capacity 
charges should be disallowed for ratemaking purposes. This same issue was addressed in the 
utility's last case before the Commission in Docket No. 060285-WS, and in that case, the 
Commission disallowed the inclusion ofthe debit ADITs. 7 

Sandalhaven also included a debit ADIT amount of $137,165 associated with a NOL incurred in 
prior years. For the purpose of setting rates, staff believes the debit amount associated with the 
NOL should not be included in the ADIT balance unless the NOL is included in the calculation 
of the per book income tax expense. Including the debit ADIT for a NOL in years outside of the 
test year would allow the utility to recover prior year losses in current rates. Because the utility 
did not include the NOL in its income tax expense for the test year, staff recommends the debit 
amount of $137,165 be removed from the utility ' s ADIT balance. This treatment is consistent 
with the Commission's decision in the Labrador rate case in Docket No. 140135-WS.8 

Based on staffs analysis above, the debit ADIT balance of $618,138 associated with plant 
capacity fees and the debit ADIT balance of $137,165 associated with the NOL should be 
disallowed. The resulting adjustment is an increase of $755,303 to the credit balance. 
Additionally, as discussed in Issue 4, a credit of $371 should be added to the ADIT balance to 
reflect the appropriate amount associated with the utility's requested pro forma plant additions. 
Accordingly, staff recommends that the appropriate 2014 average net used and useful credit 
AD!Ts balance to include in the capital structure is $214,874. This represents an increase of 
$755,674 to the credit balance, because the utility reflected a net debit balance in rate base of 
$540,800 in its revised MFRs. 

7 Order No. PSC-07 -0865-P AA-WS, issued October 29, 2007, in Docket No. 060285-WS, In re: Application for 
increase in wastewater rates in Charlotte County by Utilities, Inc. ofSandalhaven, pages 23-26. 
8 Order No. PSC- 15-0208-PAA-WS, issued May 26, 2015, in Docket No. 140135-WS, In re: Application fo r 
increase in water and wastewater rates in Pasco County by Labrador Utilities, Inc., pages 14-15. 
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Issue 10: What is the appropriate weighted average cost of capital including the proper 
components, amounts, and cost rates associated with the capital structure for the test year ended 
December 31 , 2014? 

Recommendation: The appropriate weighted average cost of capital is 7.92 percent. (D. 
Buys) 

Staff Analysis: In its filing, the utility requested an overall cost of capital of 8.50 percent. In 
addition to the recommendations discussed in Issues 8 and 9, staff believes the cost rate for 
short-tenn debt should be adjusted. 

In its filing, Sandalhaven properly used the simple average method as required by Rule 25-
30.433(4), F.A.C., to calculate a short-term interest rate of 7.77 percent. Using the simple 
average method, Sandalhaven calculated its average short-term debt balance to be $4,000,000. 
The utility's annual interest expense was $310,713. Dividing the annual interest expense by the 
simple average balance yields a short-term debt cost rate of 7. 77 percent. The 13-month average 
short-term debt balance for the test year ended December 31 , 2014, was $13,923,077. Using the 
13-month balance instead of the simple average balance results in a short-term debt cost rate of 
2.23 percent. 

Using the simple average method yields an interest rate that is not reflective of the utility ' s actual 
cost of short-tenn debt. The short-term debt for Sandalhaven is allocated from its parent 
company, Utilities, Inc. The outstanding balance of short-tenn debt as of December 31 , 2013, 
was $5,700,000 and the outstanding balance as of December 31, 2014, was $2,300,000. The 
simple average is $4,000,000. The average outstanding balance for the eleven months January 
2014 through November 2014 was $15,727,273 . Utilities, Inc. paid interest expense based on the 
larger outstanding balance, not the simple average balance of $4,000,000. Using the interest 
expense for a larger outstanding balance yields a cost rate that is artificially inflated for rate
making purposes and is unreasonable. 

In its response to staffs fifth data request, number 14, the utility explained short-term debt 
increased throughout 2014 to temporarily cover long-term debt interest obligations and was 
reduced at year end through an infusion of equity by Sandalhaven's parent company, Utilities, 
Inc. While Utilities, Inc.'s short-term debt financial policies are fiscally prudent, Sandalhaven' s 
customers should not pay a short-tenn debt cost rate that is not reflective of the actual cost of 
short-term debt incurred. 

Labrador Utilities, Inc. (Labrador) used a simple average method to calculate the short-tenn debt 
cost rate.9 In that docket, the Commission reduced the short-tenn debt cost rate to match that of 
Sanlando Utilities Corp. (Sanlando ). San lando used a 13-month average method to calculate a 
short-tenn debt cost rate of 2.82 percent. In the Labrador docket, the Commission reasoned that 
given that both utilities (Labrador and Sanlando) had the same amount of interest expense, the 
simple average method skews the calculation of the cost rate. The Commission found that 
because the short-term debt for both utilities was allocated from their parent company, Utilities 
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Inc. , it was appropriate for the short-term debt cost rate to be the same and reduced Labrador' s 
short-tenn debt cost rate to be the same as the rate for Sanlando.10 

Consistent with the Commission ' s decision in the Labrador docket, staff recommends that the 
cost rate for short-tenn debt be calculated using a 13-month average method instead of a simple 
average method. Accordingly, staff recommends that the appropriate cost rate for short-term debt 
is 2.23 percent. 

Based upon the proper components, amounts, and cost rates associated with the capital structure, 
staff recommends a weighted average cost of capital for the test year ended December 31 , 2014, 
of 7.92 percent. 
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Issue 11: What are the appropriate test year revenues for the Utility's wastewater system? 

Recommendation: The appropriate test year revenues for Sandalhaven' s wastewater system, 
including miscellaneous revenues are $666,122. (Bruce) 

Staff Analysis: As shown in Issue 2, the utility agreed to Audit Finding No. 6, which reflected 
a decrease in test year revenues of $17,939. However, after further analysis, staff discovered that 
additional billing determinants should be added to reflect the appropriate number of customers 
who paid guaranteed revenues. As a result, test year revenues should be increased by $2,285. 
Based on the above, the appropriate test year revenues for Sandalhaven's wastewater system, 
including miscellaneous revenues are $666,122. 
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Issue 12 

Recommendation: Yes. Salaries and wages expense should be decreased by $67,362. 
Employee Pensions and Benefit expense should be decreased by $897. In addition, payroll tax 
expense should be decreased by $4,027. (Archer, D. Buys) 

Staff Analysis: In its MFR, the utility recorded a Salaries & Wages expense of$149,373 and 
Employees Pensions and Benefits expense of $22,907. In the Affiliate Audit for UI, the staff 
auditors examined O&M expense allocations for Sandalhaven. In Audit Finding Number 3, audit 
staff reduced the salaries of officers and employees by $1 0, 131 , payroll taxes by $1 0 and 
benefits by $379. Included in the salary expense were five wastewater plant operators that 
equated to 2.275 FTEs. Staff agrees with the audit findings , however, further adjustments should 
be made. 

Audit findings suggest that 1.2 full time equivalents (FTEs) for wastewater plant operators are 
necessary to continue operations on the wastewater system after the decommissioning of the 
WWTP. Further, in its response to staff's second data request number 2, the utility agreed that 
1.2 FTEs should be sufficient on a going forward basis. Staff's analysis in thi s docket reviewed 
this expense in light of current duties and responsibilities as well as the utility' s change in 
operations due to the decommissioning of the WWTP. Staff recommends a decrease in 
operators ' salaries and benefits of $45,778 and $13,284, respectively, to reflect the reduction in 
operator FTEs. An additional adjustment should be made to decrease payroll taxes by $3,947. 

Audit staff requested that the utility provide support for each employee, their most current 
annualized salary and the allocated salary, benefits, and taxes using the ERC allocation factor 
based on the employee's duties. The utility provided schedules using the salaries as of the end of 
April 2015 with the overtime eamed in 2014, and the ERC factors at the end of April 2015. 
Some employees' aggregate salary was then increased by an average of 3 percent in preparation 
for the 2016 expenses. Consistent with prior Commission practice, staff believes that the increase 
for 2016 represents a pro fonna expense that is outside of the test year and should be disallowed. 
Therefore, staff reduced non-operators· salaries, benefits and payroll taxes, by 3 percent. 

In its MFRs the utility inadvertently made an adjustment to increase Salaries and Wages -
Officers by $12,961. The adjusted amounts requested in the utility' s MFRs are $22,907 for 
Pensions and Benefits, and $17,681 for Salaries and Wages - Officers. The staff audit findings 
reflected a balance of $35,489 for Pensions and Benefits and a balance of $ 13,948 for Salaries 
and Wages - Officers. Based on the audit findings, staff believes the utility's adjustment should 
have been made to Employees Pensions and Benefits expense. 

Based on the audit findings and staffs analysis above, staff believes the appropriate amount of 
Salaries and Wages - Employees, Salaries and Wages - Officers, and Employee Pensions and 
Benefits is $68,481 , $13,530, and $22,0 I 0, respectively. The appropriate amount for payroll 
taxes is $7,332. Staff's recommended adjustments are summarized in Table 12-1 below. 
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Expense 
MFR Staff Recommended 

Amount Adjustment Final Amount 

Employees $131,692 ($63,211) $68,481 

Officers $17,681 ($4, 151) $13,530 

Total Salary $149,373 ($67,362) $82,011 

Benefits $22,907 ($897) $22,010 

Payroll Taxes $11,359 ($4,027) $7,332 

Source: MFRs and staff audit work papers 

Issue 12 

In conclusion, staff recommends that salaries and wages expense should be decreased by 
$67,362. Employee Pensions and Benefit expense should be decreased by $897, and payroll tax 
expense should be decreased by $4,027. 
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Issue 13 

Recommendation: Yes. O&M expense should be decreased by $83,287. (Archer, D. Buys) 

Staff Analysis: Based on its review of test year O&M expense, staff recommends several 
adjustments to the utility' s O&M expense as summarized below. 

Purchased Sewage Treatment 
In its MFRs, Sandalhaven reflected an expense of $338,874 for purchased sewage treatment. In 
response to a staff data request, the utility indicated that the pro forma adjustment of$166,911 to 
increase the expense was calculated in error and the increase should be $208,262, or an 
additional increase of $38,664. The increase is based on the number of gallons that will be 
treated by EWD due to the diversion of wastewater from the decommissioned WWTP to EWD, 
plus a growth allowance. 

Staff disagrees with the utility's recalculated pro forma amount and recommends an additional 
pro fonna increase of $22,447. Staff does not believe it is appropriate for the utility to include an 
allowance for growth in its calculation since O&M expenses should be based on costs incurred 
during the test year. The appropriate amount of purchased sewage treatment is $361 ,321. Staff 
based its estimate on the total number of gallons treated for the test year as reflected in MFR 
Schedule F-2. Sandalhaven reported total flows for the WWTP and wastewater treated by EWD 
to be 49.632 million gallons. The cost of treatment is $7.28 per 1,000 gallons. Multiplying the 
number of gallons treated by the cost yields an expense of $361 ,321 ( 49,63 2 x $7 .28). 

Excessive 1&1 Adjustment 
Rule 25-30.432, F.A.C., provides that in detennining the amount of U&U plant, the Commission 
shall consider infiltration and inflow (l&I). Typically, infiltration results from groundwater 
entering a wastewater collection system through broken or defective pipes and joints; whereas, 
inflow results from water entering a wastewater collection system through manholes or lift 
stations. Engineering staff calculated an excessive I&I of 26.07 percent. Accordingly, 
adjustments should be made to reduce the expense for chemicals, purchased power, and 
purchased sewage treatment. As such, staff recommends that chemicals be decreased by $87, 
purchased power be decreased by $3,866, and purchased sewage treatment be decreased by 
$94,196. The total O&M adjustment for excessive I&I is a decrease of $98,149. 

Sludge Hauling 
In its filing, Sandalhaven included a test year expense of $14,490 for sludge hauling and 
reflected a pro fonna adjustment to remove $12,000 related to the decommissioning of the 
WWTP. A balance of $2,490 was reflected as the test year adjusted balance. However, in its 
letter dated October 26, 2015, the Office of Public Counsel indicated it believes that the 
remaining balance of $2,490 should be removed. Staff recommends that the remaining balance 
should be removed because the utility did not support the remaining cost for sludge hauling 
expense related to the WWTP. 
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Issue 13 

In its MFRs the utility included bad debt expense of $5,700. In the three previous annual reports 
for 2012, 2013, and 2014, Sandalhaven reported bad debt expense of $8,412, ($8,418), and 
$5,701, respectively. Based on a 3-year average, staff believes that $1 ,898 is the appropriate 
amount of bad debt expense to include in the test year ended December 31 , 2014. This treatment 
is consistent with the Commission ' s decision in the Labrador rate case in Docket No. 140239-
WS.11 Accordingly, staff recommends that bad debt expense be decreased by $3,802. 

Regulatory Commission Expense - Other 
In its filing, Sandalhaven included $2,013 for regulatory expense other than rate case expense. 
Staffs audit work papers showed that part of the utility' s allocated expenses included an expense 
of $70,669 from Deloitte Consulting LLP for services rendered from February 2, 2014, through 
May 5, 2014, for Utilities, Inc. expert witnesses. The allocated amount included in the test year 
expense is $1,293. This expense was part ofthe rate case expense in Docket No. 120161-WS. In 
that case, the Commission found, "that rate case expense shall be allocated to each UI Florida 
subsidiary based on the ratio of each subsidiary' s ERCs to UJ's total Florida ERCs as of 
December 31 , 20 13." 12 The Order specified that each subsidiary would be allowed to recover its 
allocated portion of rate case expense over four years, pursuant to Section 367.0816, wherein the 
rate case expense was allocated to Uti lities, Inc. sister companies. Sandalhaven' s portion of that 
rate case expense was detennined to be $2,484 and is included in the amortization of rate case 
expense in this case. Accordingly, staff recommends that regulatory commission expense - other 
be decreased by $1 ,293. 

Based on staffs analysis above, staff recommends that O&M expense should be decreased by 
$83,287. 

11 Order No. PSC-15-0208-PAA-WS, issued May 26, 2015, in Docket No. 140135-WS, In re: Application for 
increase in water and wastewater rates in Pasco County by Labrador Utilities, Inc. 
12 Order No. PSC-14-0521-FOF-WS, issued Sept. 30, 2014, in Docket 120161-WS, In re: Analysis of Utilities, 
Inc. 's financial accounting and customer service computer system. p. 19. 
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Issue 14 

Recommendation: The appropriate amount of rate case expense is $123,015. This expense 
should be recovered over four years for an annual expense of $30,754. Therefore, annual rate 
case expense should be decreased by $2,830 from the respective levels of expense included in 
the MFRs. (Yeazel, D. Buys) 

Staff Analysis: In its MFRs, Sandalhaven requested $131,850 for current rate case expense. 
Staff requested an update of the actual rate case expense incurred, with supporting 
documentation, as well as the estimated amount to complete the case. On October 15, 2015, the 
Utility submitted its last revised estimate of rate case expense, through completion of the P AA 
process, which totaled $133,057. A breakdown of the utility's requested rate case expense is as 
follows: 

Table 14-1 
Initial and Revised Rate Case Expense 

MFR B-10 Additional Revised 
Estimated 

Actual 
Estimated Total 

Legal Fees $57,000 $30,144 $10,060 $40,204 
Accounting Consultant 

57,750 72,664 4,500 77,163 
Fees 
Engineering Consultant 

7,000 3,608 1,983 5,590 
Fees 
Filing Fee 4,000 0 4,000 4,000 
WSC Travel 1,000 0 1,000 1,000 
WSC FedEx/Misc. 100 0 100 100 
Cust. Notices and Postage 5,000 0 5,000 5,000 
Total $131 ,850 $106,416 $26,643 $133,057 

Source: MFR Schedule B-1 0, Responses to staff data request 

Pursuant to Section 367.081(7), F.S., the Commission shall detennine the reasonableness of rate 
case expense and shall disallow all rate case expense determined to be unreasonable. Staff has 
examined the requested actual expenses, supporting documentation, and estimated expenses as 
listed above for the current rate case. Based on its review, staff believes the following 
adjustments to Sandalhaven's rate case expense estimate are appropriate. 

Legal Fees- Friedman & Friedman, P.A. (F&F) 
The first adjustment to rate case expense relates to Sandalhaven' s legal fees. In its MFRs, the 
utility included $57,000 in legal fees to complete the rate case. The utility provided supporting 
documentation detailing this expense through October 6, 2015. The actual fees and costs totaled 
$30,144 with an estimated $10,060 to complete the rate case, totaling $40,204. 

F&F' s actual expenses included the $2,000 filing fee . However, the utility also included $4,000 
in its MFR Schedule B-1 0, under "Public Service Commission - Filing Fee." Staff has left the 
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filing fee as part of the legal fees and will remove the entry elsewhere to avoid double recovery 
ofthis fee. 

According to invoices, the law finn of F&F identified and billed the utility $360 related to the 
correction of MFR deficiencies. The Commission has previously disallowed rate case expense 
associated with correcting MFR deficiencies because of duplicate filing costs. 13 Consequently, 
staff recommends an adjustment to reduce F&F' s actual legal fees by $360. 

F&F's estimate to complete the rate case includes fees for 26.5 hours at $360/hr.14 and additional 
costs totaling $520. Staff believes the full amount of the estimate to complete, $10,060, is 
reasonable. Accordingly, no adjustment is necessary. 

Accounting Consultant Fees - Milian, Swain & Associates (MS&A) 
The second adjustment relates to MS&A's actual and estimated fees of $77,163, which was 
comprised of $72,664 in actual costs and $4,500 in estimated fees to complete the rate case as of 
September 29, 2015. In regard to MS&A's actual expenses, staff reviewed the supporting 
documentation and found that approximately 460.5 hours were related to MFR preparation. 

In regard to MS&A's actual expenses, staff reviewed the supporting documentation and 
identified 4.25 hours related to correcting deficiencies. As stated previously, the Commission has 
previously disallowed rate case expense associated with correcting MFR deficiencies because of 
duplicate filing costs. As such, staffbelieves that $563 (3.75 hrs. x $150/hr.) should be removed 
for C. Yapp and $100 (0.5 hr. x $200/hr.) be removed for D. Swain. Accordingly, staff 
recommends that MS&A 's actual accounting consultant fees be reduced by $663 ($563 + $1 00). 

In addition to the deficiency adjustments, staff also identified approximately 16.5 hours for 
"MFRs - schedules, review, etc.," dated June 5, 2015, that should be removed. According to 
documentation provided by MS&A, D. Swain perfonned a similar review exactly one week 
prior. Moreover, the utility's MFRs were officially submitted two days prior, on June 3. Staff 
believes the review that took place on June 5 is duplicative and 16.5 hours for D. Swain should 
be removed. As such, staff believes that $3,300 (16.5 hr. x $200/hr.) should be disallowed for D. 
Swain. Accordingly, staff recommends that MS&A's actual accounting consultant fees be 
reduced by $3,963 ($663 + $3,300). 

MS&A estimates that a total of 28.75 hours are needed to complete the case. According to 
MS&A's summary, the consultant estimated the following: 

13 Order Nos. PSC-05-0624-PAA-WS, issued June 7, 2005, in Docket No. 040450-WS, In re: Application for rate 
increase in Martin County by Indiantown Company, Inc.; and PSC-0 1-0326-FOF-SU, issued February 6, 200 I, in 
Docket No. 991643-SU, In re: Application for increase in wastewater rates in Seven Springs System in Pasco 
County by Aloha Utilities, Inc. 
14 Beginning January I , 2015, the hourly rate increased based upon the application of the Price Index since hourly 
rates were last adjusted. This results in a new hourly rate of $360. 
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Table 14-2 
MS&A' E f t d H t C s s 1ma e ours o I t C omp1e e 

Est. 
Activity 

Hours 

Issue 14 

ase 

5.75 Provide support to client - Responses to Staffs Data Requests, including updates to 
Rate Case Expense. 

2.5 Review Interim Order, test interim rates and consult with client. 
11 Review audit, discuss issues with client 

4.75 Review Staff recommendations, testing recommended revenue requirements and 
resulting rates, including suppression calculations, and discuss with client. 

4.75 Review P AA Order, testing final approved revenue requirements and resulting final 
rates, including suppression calculations, and discuss with client. 

28.75 Total 
Source: Responses to staff data request 

As represented above, staff believes that the estimated hours to complete the case should be 
sufficient to address any remaining tasks. They do not appear to be excessive or unreasonable 
and appear to follow closely with the hours approved for MS&A in several recent sister utility 

15 A h d' . rate cases. s sue , no a JUStment IS necessary. 

Engineering Consultant Fees - M&R Consultants 
The utility included $7,000 in its MFRs for M&R Consultants to provide consulting services for 
engineering-related schedules and responses to staffs data requests. The utility provided support 
documentation detailing the actual expense through October 8, 2015. The actual fees and costs 
totaled $3,608 with an additional $1 ,983 estimated to complete the rate case. Staff believes 
$5,590 ($3,608+$1 ,983) for engineering consultant fees is reasonable and justified. Accordingly, 
no adjustment is necessary. 

Filing Fee 
The utility included $4,000 in its MFR Schedule B-1 0 for the filing fee. According to 
documentation provided by F&F, the actual filing fee of$2,000 was paid as part of the legal fees. 
Since the amount is already included in F&F's legal fees, staff removed $4,000 to avoid double 
recovery of this fee. 

WSC Travel Expense 
In its MFRs, Sandalhaven estimated $1,000 for travel expenses. The utility provided neither 
support documentation for this expense, nor a detailed estimate of the expense to completion. 
Furthennore, based on several previous UI rate cases, Ul does not send a representative from its 
Illinois office to attend the Commission Conference for P AA rate cases. Therefore, staff 
recommends that $1,000 of rate case expense associated with WSC Travel Expense be removed. 

15 Order No. PSC-15-0233-PAA-WS, issued June 3, 2015, in Docket No. 140060-WS, In re: Application for 
increase in water and wastewater rates in Seminole County by Sanlando Utilities Company; and PSC-15-0208-
PAA-WS, issued May 26, 2015, in Docket No. 140135-WS, In re: Application f or increase in water/wastewater 
rates in Pasco County by Labrador Utilities, Inc. 
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WSC FedEx Expense 

Issue 14 

The next adjustment to the requested rate case expense relates to WSC expenses for FedEx and 
other miscellaneous costs. The utility estimated $100 of FedEx and other miscellaneous costs in 
its initial filing. The utility did not provide support for any in-house FedEx expenses. Based on 
the lack of support documentation, staffrecommends that FedEx rate case expense be removed. 

Customer Notices and Postage 
In its revised rate case expense schedule, Sandalhaven reflected estimated costs of $5,000 for 
customer noticing and postage. The utility is responsible for sending out four notices: the interim 
notice, the initial notice, customer meeting notice, and notice of the final rate increase. 

The Commission has historically approved recovery of noticing and postage, despite the lack of 
support documentation, based on a standard methodology to estimate the total expense using the 
number of customers and the estimated per unit cost of envelopes, copies, and postage.16 The 
estimated cost of postage for the combined interim and initial notice, customer notice, and the 
final notice is approximately $854 (835 customers x $0.341 pre-sorted rate x 3 notices), the cost 
of copies is approximately $9 19 (835 customers x $0.10 per copy x II total pages), and the cost 
of envelopes is approximately $125 (835 customers x $0.05 x 3 notices). Based on these 
components, staff believes the total cost for these notices and postage is $ 1 ,898 ($854.21 + 
$918.50 + 125.25). As such, rate case expense should be decreased by $3, l 02 ($1 ,898 - $5,000) 
to allow for adequate expenses related to mailing notices in accordance with Rule 25-22.0407, 
F.A.C. 

Additional Rate Case Expense 
In addition to the rate case expense provided by the utility, the Commission found in the 
Utilities, Inc., generic docket "that rate case expense associated with Docket No. 120161-WS 
shall be allocated to each UI Florida subsidiary based on the ratio of each subsidiary ' s ERCs to 
UI's total Florida ERCs as of December 31, 2013." 17 The Order specified that each subsidiary 
would be allowed to recover its allocated portion of rate case expense over four years, pursuant 
to Section 367.0816, F .S. Recovery of this expense should be included as a separate line item 
within rate case expense as part of each subsidiaries' next file and suspend rate case, limited 
proceeding, or staff-assisted rate case. Sandalhaven's portion of rate case expense from that 
docket is $2,484, or $621 on an annual basis. 18 

Conclusion 
Based upon the adjustments discussed above, staff recommends that Sandalhaven' s revised rate 
case expense of $133,057 be decreased by $10,042, to reflect staffs adjustments and the 
additional rate case expense allocated from Docket No. 120161-WS, for a total of $123,015. A 
breakdown of staffs recommended rate case expense is as follows: 

16 Order No. PSC-14-0025-P AA-WS issued January I 0, 2014, in Docket No. 120209-WS, In re: Application for 
increase in water and wastewater rates in Marion, Orange, Pasco, Pinellas, and Seminole Counties by Utilities, Inc. 
of Florida. 
17 Order No. PSC-14-0521-FOF-WS, issued Sept. 30, 2014, in Docket 120161-WS, In re: Analysis of Utilities, 
Inc.'s financial accounting and customer service computer system, p. 19. 
18 ld. 
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Table 14-3 
Staff Recommended Rate Case Expense 

Description 
MFR Utility Revised Staff 

Estimated Act.& Est. Adjustment 
Legal Fees $57,000 $40,204 (360) 
Accounting Consultant 

57,750 77,163 (3 ,963) 
Fees 
Engineering Consultant 

7,000 5,590 0 
Fees 
Filing Fee 4,000 4,000 (4,000) 
WSC Travel 1,000 1,000 (1 ,000) 
WSC FedEx/Misc. 100 100 (100) 
Cust. Notices and Postage 5,000 5,000 (3 , 1 02) 
Total $131 ,850 $133,057 ($12,525) 
Add' l RCE - Generic Dkt. $2,484 
Total w/Add'l RCE $134,334 

Source: MFR Schedule B-1 0, Responses to Staff Data Request 

Issue 14 

Recom. 
Total 

39,844 

73,200 

5,590 

0 
0 
0 

1,898 
$120,531 

$2,484 
$123,015 

In its MFRs, the utility requested total rate case expense of $134,334. When amortized over four 
years, this represents an annual expense of $33,584. The recommended total rate case expense of 
$123,015 should be amortized over four years, pursuant to Section 367.081(6), F.S. This 
represents an annual expense of $30,754. Based on the above, staff recommends that annual rate 
case expense be decreased by $2,830. 
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Issue 15: Should any further adjustment be made to Taxes other than Income? 

Recommendation: Yes. Property Taxes should be decreased by $7,460. (D. Buys) 

Issue 15 

Staff Analysis: Rule 25-30.433(5), F.A.C., states that property tax on non-used and useful 
plant. shall not be allowed. In Issue 2, land was increased by $10,000 pursuant to an audit 
adjustment. As indicated in the utility ' s MFRs, a used and useful adjustment of 46.54 percent 
was applied to the land balance of $157,000 to reflect the portion of land not used to provide 
service to customers. This same adjustment should be applied to the agreed upon audit 
adjustment to increase land by $10,000. In Issue 5, staff recommends a non-used and useful 
adjustment to reduce plant and land. Based on the used and useful adjustments discussed in Issue 
5, property tax should be decreased by $8,724 to reflect the disallowed portion of plant. In its 
MFRs, the utility reflected an adjustment of $1 ,264 to decrease property taxes for the non-used 
and useful adjustment to land. Accordingly, staff recommends that property tax expense be 
decreased by $7,460. 

-40-



Docket No. 1501 02-SU 
Date: November 18, 2015 

Issue 16 

Issue 16: What is the appropriate revenue requirement for the test year ended December 31 , 
2014? 

Recommendation: Staff recommends the following revenue requirement be approved. 

Test Year Revenue $Increase 
Revenue 

% Increase 
Requirement 

$666,122 $626,375 $1,292,497 94.03% 

(D. Buys) 

Staff Analysis: In its filing, Sandalhaven requested revenue a requirement to generate ·annual 
revenue of $1,620,750. This requested revenue requirement represents a revenue increase of 
$939,514, or approximately 137.9 1 percent. 

Consistent with staffs recommendations concerning rate base, cost of capital, and operating 
income issues, staff recommends approval of rates designed to generate a revenue requirement of 
$1,292,497. Staffs recommended revenue requirement of $1 ,292,497 is $626.375 greater than 
staffs adjusted test year revenue of $666,122 or an increase of 94.03 percent. Staffs 
recommended pre-repression revenue requirement will allow the utility the opportunity to 
recover its expenses and earn a 7.92 percent return on its investment in rate base. 
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Issue 17 

Issue 17: What are the appropriate rate structures and rates for Sandalhaven's wastewater 
systems? 

Recommendation: The recommended rate structures and monthly wastewater rates are 
shown on Schedule No. 4. The utility should file revised tariff sheets and a proposed customer 
notice to reflect the Commission-approved rates. The approved rates should be effective for 
service rendered on or after the stamped approval date on the tariff sheets pursuant to Rule 25-
30.475(1), F.A.C. In addition, the approved rates should not be implemented until staff has 
approved the proposed customer notice and the notice has been received by the customers. The 
Utility should provide proof of the date notice was given within I 0 days of the date of the notice. 
(Bruce) 

Staff Analysis: Sandalhaven is located in Charlotte County and provides wastewater service 
only. Water service is supplied by Charlotte County. The utility serves 788 residential, four 
multi-residential, and 43 general service customers. The average water demand for the residential 
wastewater customers is 2,085 gallons. Currently, the utility' s residential rate structure consists 
of a unifonn base facility charge (BFC) for all meter sizes and a gallonage charge with an 8,000 
gallon cap. General service and multi-residential customers are billed a BFC based on the water 
meter size and a gallonage charge that is 1.2 times higher than the residential gallonage charge. 

Staff perfonned an analysis of the utility's billing data to evaluate various BFC cost recovery 
percentages and gallonage caps for the residential customers. The goal of the evaluation was to 
select the rate design parameters that: (1) produce the recommended revenue requirement; (2) 
equitably distribute cost recovery among the utility' s customers; and (3) implement a gallonage 
cap that considers approximately the amount of water that may retum to the wastewater system. 

Typically, the Commission' s practice is to allocate at least 50 percent of the wastewater revenue 
to the BFC due to the capital intensive nature of wastewater plants. However, staff believes it is 
appropriate to allocate 55 percent to the BFC because the customer base is seasonal and the 
utility purchases wastewater treatment from EWD. Therefore, staff recommends a BFC 
allocation of 55 percent. Furthennore, it is Commission practice to set the wastewater cap at 
approximately 80 percent of residential wastewater gallons sold. Based on staffs review of the 
billing analysis, 86 percent of the gallons are captured at the 6,000 gallon consumption level. For 
this reason, staff recommends that the gallonage cap for residential customers be reduced to 
6,000 gallons. The wastewater gallonage cap recognizes that not all water is retumed to the 
wastewater system. Staff also recommends that the general service gallonage charge be 1.2 times 
greater than the residential gallonage charge, which is consistent with Commission practice. It 
should also be noted that because the average water demand (2,085) is very low and is provided 
by a different entity, staff believes that any impact on water demand based on an increase in the 
wastewater rates of Sandalhaven would be de minimis. Therefore, staff does not recommend a 
repression adjustment. 

In the utility' s last rate case, staff evaluated whether it was appropriate to bill multi-residential 
customers based the number of units for each complex. The utility indicated that there was a 
significant increase in the number of multi-residential customers projected to be served coupled 
with the fact that there was no way to verify the number of units that were going to be 
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Issue 17 

constructed. Therefore, the Commission determined that it was appropriate for multi-residential 
customer to be charged the same rate structure as the general service class. In this case, staff also 
evaluated whether it is appropriate to go behind the meter to assess the demand the multi
residential customers place on the system instead of relying on factored ERCs by meter size. 
However, many of the multi-residential customers have pools and irrigation systems which have 
water demand that may not retum to the wastewater system. Therefore, staff recommends that 
consistent with the prior Commission order, the rate structure for multi-residential customers 
remain unchanged. 

Based on the above, staff recommends a continuation of the BFC and unifonn gallonage charge 
rate structure for all customers, a BFC allocation based on 55 percent of the wastewater revenue 
requirement, a residential gallonage cap of 6,000 gallons, and a gallonage charge for general 
service customers that is 1.2 times the residential gallonage charge. Table 17-1 contains two 
altemative rate structures. 

Table 17-1 
Staff's Recommended and Alternative Wastewater Rate Structures and Rates 

Residential 
Base Facility Charge 

Charge per I ,000 gallons 
8,000 gallon cap 
6,000 gallon cap 

RATES AT 
TIME OF 

FILING 

$29.34 

$6.59 
N/A 

STAFF 
RECOMMENDED 

PHASE I 
RATES 

(55% BFC) 

$50.31 

N/A 
$15.58 

Typical Residential5/8" x 3/4" Meter Bill Comparison 
2,000 Gallons $42 .52 
6,000 Gallons $68.88 
8,000 Gallons $82.06 

Source: MFRs and staff's calculations 

Summary 

$81.47 

$143 .79 
$143 .79 

ALTERNATIVE 

(50% BFC) 

$45.73 

N/A 
$ 17.31 

$80.35 
$149.59 
$149.59 

ALTERNATIVE 

II 

(55% BFC) 

$50.31 

$15.25 
N/A 

$80.81 
$141.81 
$172.31 

The recommended rate structures and monthly wastewater rates are shown on Schedule No. 4. 
The utility should file revised tariff sheets and a proposed customer notice to reflect the 
Commission-approved rates. The approved rates should be effective for service rendered on or 
after the stamped approval date on the tariff sheets pursuant to Rule 25-30.475(1), F.A.C. In 
addition, the approved rates should not be implemented until staff has approved the proposed 
customer notice and the notice has been received by the customers. The utility should provide 
proof of the date notice was given within 10 days of the date of the notice. 
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Issue 18 

Issue 18: In determining whether any portion of the interim water and wastewater revenue 
increase granted should be refunded, how should the refund be calculated, and what is the 
amount of the refund, if any? 

Recommendation: The appropriate refund amount should be calculated by using the same 
data used to establish final rates, excluding rate case expense and other items not in effect during 
the interim period. The revised revenue requirements for the interim collection period should be 
compared to the amount of interim revenues granted. Based on this methodology, no refund is 
necessary. As a result, the corporate undertaking amount of $356,608 should be released. (D. 
Buys) 

Staff Analysis: By Order No. PSC-15-0320-FOF-WS, the Commission authorized the 
collection of interim rates, and required the utility to hold $356,608 subject to refund pursuant to 
Section 367.082, F.S. According to Section 367.082, F.S., any refund should be calculated to 
reduce the rate of return of the utility during the pendency of the proceeding to the same level 
within the range of the newly authorized rate of return. Adjustments made in the rate case test 
period that do not relate to the period interim rates are in effect should be removed. Rate case 
expense is an example of an adjustment which is recovered only after final rates are established. 

In this proceeding, the test period for establishment of interim and final rates is the 12-month 
period ended December 31 , 2014. Sandalhaven ' s approved interim rates did not include any 
provision for pro fonna operating expenses or plant. The interim increase was designed to allow 
recovery of actual interest costs, and the lower limit of the last authorized range of return on 
equity. To establish the proper refund amount, staff calculated revised interim revenue 
requirements utilizing the same data used to establish final rates. Rate case expense was 
excluded because this item is prospective in nature and did not occur during the interim 
collection period. 

Using the principles discussed above, staff calculated an adjusted interim revenue requirement of 
$1 ,260,294 for wastewater. The adjusted wastewater interim revenue requirement of $1,260,294 
is higher than the interim revenue requirement of $786,742 granted in the Interim Order. As a 
result, no refund is necessary. Based on the above, staff recommends that the corporate 
undertaking amount of$356,608 be released. 
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Issue 19: What is the appropriate amount by which rates should be reduced four years after the 
established effective date to reflect the removal of the amortized rate case expense as required by 
Section 367.0816, Florida Statutes? 

Recommendation: The wastewater rates should be reduced as shown on Schedule No. 4 to 
remove rate case expense grossed-up for regulatory assessment fees (RAFs) and amortized over 
a four-year period effective immediately following the expiration of the four-year rate case 
expense recovery period, pursuant to Section 367.0816, F.S. Sandalhaven should be required to 
file revised tariffs and a proposed customer notice setting forth the lower rates and the reason for 
the reduction no later than one month prior to the actual date of the required respective rate 
reductions. If the utility files this reduction in conjunction with a price index or pass-through rate 
adjustment, separate data should be filed for the price index and/or pass-through increase or 
decrease and the reduction in the rates due to the amortized rate case expense. (Bruce, D. Buys) 

Staff Analysis: Section 367.0816, F.S., requires that the rates be reduced immediately 
following the expiration of the four-year period by the amount of the rate case expense 
previously included in rates. 

Current Docket Rate Case Amortization 
The total reduction for the instant case is $32,203. The reduction will reflect the removal of 
revenue associated with the amortization of rate case expense, the associated return in working 
capital, and the gross-up for RAFs. Using Sandalhaven's recommended revenue, expenses, 
capital structure and customer base, the reduction in revenue will result in the rate decreases as 
shown on Schedule No. 4. 

Charlotte County Rate Case Amortization 
In Sandalhaven's 2012 rate case before the Board of County Commissioners of Charlotte 
County, the amortized rate case expense was determined to be $37,384. 19 The utility included 
this amount in its balance of unamortized rate case expense in the current docket. The total 
reduction for the Charlotte County case, grossed up for RAFs, is $39,146. The rates for Charlotte 
County rate case went into effect on December 21,2012, and pursuant to Section 367.0816, F.S., 
the rates should be reduced on December 20, 2016. The four year rate reduction from the 
Charlotte County case are shown on Schedule No.4. 

Summary 
The wastewater rates should be reduced as shown on Schedule No. 4 to remove rate case 
expense grossed-up for regulatory assessment fees (RAFs) and amortized over a four-year period 
effective immediately following the expiration of the four-year rate case expense recovery 
period, pursuant to Section 367.0816, F.S. Sandalhaven should be required to file revised tariffs 
and a proposed customer notice setting forth the lower rates and the reason for the reduction no 
later than one month prior to the actual date of the required respective rate reductions. If the 
utility files this reduction in conjunction with a price index or pass-through rate adjustment, 

19 Resolution 2012-209 before the Board of County Commissioners of Charlotte County, Florida, adopted 
November 13, 2012, In re: Application of Utilities, Inc. of Sandal haven for in increase in wastewater rates and 
charges. 
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separate data should be filed for the price index and/or pass-through increase or decrease and the 
reduction in the rates due to the amortized rate case expense. 
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Issue 20: What are the appropriate customer deposits for Sandalhaven's wastewater system? 

Recommendation: The appropriate initial customer deposit for the residential wastewater 
customers should be $166 for all meter sizes. The initial customer deposits for all general service 
meter sizes should be two times the average estimated bill for wastewater. The approved 
customer deposits should be effective for services rendered or connections made on or after the 
stamped approval date on the tariff sheets, pursuant to Rule 25-30.4 75, F .A.C. The utility should 
be required to charge the approved charges until authorized to change them by the Commission 
in a subsequent proceeding. (Bruce) 

Staff Analysis: Rule 25-30.311 , F.A.C., contains the criteria for collecting, administering, and 
refunding customer deposits. Customer deposits are designed to minimize the exposure of bad 
debt expense for the utility and, ultimately, the general body of ratepayers. Historically, the 
Commission has set initial customer deposits equal to two times the average estimated bill.20 

Currently, the utility's existing initial deposit for residential and general service customers are 
two times the average estimated bills. Based on staffs recommended wastewater rates, the 
appropriate initial customer deposit should be $166 for all meter sizes to reflect an average 
residential customer bill for two months. 

Staff recommends the appropriate initial customer deposit for the residential wastewater 
customers should be $166 for all meter sizes. The initial customer deposits for all general service 
meter sizes should be two times the average estimated bill for wastewater. The approved 
customer deposits should be effective for services rendered or connections made on or after the 
stamped approval date on the tariff sheets, pursuant to Rule 25-30.475, F.A.C. The utility should 
be required to charge the approved charges until authorized to change them by the Commission 
in a subsequent proceeding. 

200rder Nos. PSC-13-0611-P AA-WS, issued November 19, 2013, in Docket No. 1300 I 0-WS, In re: Application for 
increase in water rates in Lee County and wastewater rates in Pasco County by Ni Florida, LLC. and PSC-14-00 16-
TRF-WU, issued January 6, 2014, in Docket No. 130251-WU, In re: Application for approval of miscellaneous 
service charges in Pasco County, by Crestridge Utility C01poration. 

-47-



Docket No. 150 I 02-SU 
Date: November 18, 2015 

Issue 21: Should Sandalhaven's guaranteed revenue charge be revised? 

Issue 21 

Recommendation: Yes. Sandalhaven's guaranteed revenue charge should be revised. Staff's 
recommended guaranteed revenue charge is $50.31 . The approved charge should be effective on 
or after the stamped approval date of the tariff, pursuant to Rule 25-30.475, F.A.C. (Bruce, 
Hudson) 

Staff Analysis: During the test year, 68 lot owners in the Eagles Preserve subdivision paid a 
guaranteed revenue charge. The charge was collected prior to the utility 's acquisition of the 
system in 1999, and has continued since that time. At the time of filing, the utility's guaranteed 
revenue charge was $28.42. In its MFRs, Sandalhaven requested a guaranteed revenue charge of 
$67.92. According to the utility, the proposed guaranteed revenue charge is an across the board 
increase to its CUITent rate. 

Rule 25-30.515(9), F .A.C., defines a guaranteed revenue charge as a charge designed to cover 
the utility's costs including, but not limited to the cost of operation, maintenance, depreciation, 
and any taxes, and to provide a reasonable return to the utility for facilities, a portion of which 
may not be used or useful to the utility or its existing customers. The charge is designed to help 
the utility recover a portion of its cost from the time capacity is reserved until a customer begins 
to pay monthly service rates. 

In prior Commission cases, guaranteed revenue charges have been based on a charge that is 
equal to the utility's approved base facility charge.21 In the current case, the utility and staff 
included the customers paying guaranteed revenues in the billing determinants to develop the 
proposed and recommended rates. As result, staff recommends that the guaranteed revenue 
charge be equal to staff's recommended BFC for one ERC, which is $50.31. 

In response to staff's data request, the utility indicated the customers who pay guaranteed 
revenues did not prepay the service availability charges. The Commission has found that 
guaranteed revenue charges lock in the amount of service availability charges notwithstanding a 
PSC approved change in service availability charges prior to the time of connection. Therefore, 
when those customers connect to the utility, the lot owners should pay the service availability 
charges that were in effect at the time capacity was reserved and guaranteed revenues began to 
be collected.22 Those customers should not be required to pay the allowance for funds prudently 
invested charges (AFPI) because the guaranteed revenue charge has reimbursed the utility for the 
cost of operation, maintenance, depreciation, taxes, and return on investment for those customers 
share of the utility's facilities. 

2 1 Order No. PSC-99-2114-PAA-SU, issued in October 25, 1999, in Docket No. 98122 1-SU, In re: Applicationfor 
transfer of Certificate No. 495-S in Charlotte County fi'om Sandalhaven Utili~y. Inc. to Utilities, Inc. of 
Sandal haven; Order No. PSC-02-0658-P AA-SU, issued in May 14, 2002, in Docket Nos. 931111-SU and 991812-
SU, In re: Application for Certificate to operate wastewater utility in Franklin County by Resort Village Utili(y, Inc. 
and Application for transfer of Certificate No. 492-S in Franklin Coun~)' ji-om Resort Village Utili(Y, Inc. to SGI 
Utility, LLC. 
22 Order No. 16625, issued, September 23, 1986, in Docket No. 861771-WS, In re: Petition of Edward Keohane for 
Declarato1y Statement. 
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Further, the guaranteed revenue charge is only applicable to the Eagles Preserve subdivision. 
Future customers requesting service will pay the utility' s approved service availability and AFPI 
charges. 

Based on the above, Sandalhaven's guaranteed revenue charge should be revised. Staffs 
recommended guaranteed revenue charge is $50.31 , consistent with staff's recommended base 
facility charge. The approved charge should be effective on or after the stamped approval date of 
the tariff, pursuant to Rule 25-30.475, F.A.C. 
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Issue 22: Should Sandalhaven 's existing service availability policy and charges be revised, and 
if so, what is the appropriate policy and charges? 

Recommendation: Yes. Staff recommends that the utility's existing main extension policy 
remain in effect and a plant capacity charge of $3,270 per ERC should be approved. The 
approved service availability charges should be effective for connections made on or after the 
stamped approval date of the tariff, pursuant to Rule 25-30.475, F.A.C. (Bruce, Hudson) 

Staff Analysis: In Docket No. 060285-SU, the Commission approved a plant capacity charge 
of $2,628 per ERC and a main extension charge at actual cost. However, the tariff was 
inadvertently approved with the plant capacity charge described as a system capacity charge. As 
a result, subsequent to Charlotte County rescinding jurisdiction in 2007, the county approved the 
charge as a system capacity charge as well. In its rate case proceeding in 2012, Charlotte County 
did not revise the service availability charges approved by the Commission. When Charlotte 
County returned jurisdiction to the Commission in 2013, the Commission approved the utility' s 
existing rates and charges, including the $2,628 charge which was described as a system capacity 
charge. 

A system capacity charge is a single service availability charge that includes the cost of both 
plant and lines. For a utility that receives donated lines from a developer, an individual customer 
connecting to those lines should only be responsible for a service availability charge that reflects 
plant costs. Therefore, separate charges are typically developed to reflect the customer' s share of 
plant costs (plant capacity charges) and the cost of lines in lieu of donated lines (main extension 
charges). 

Rule 25-30.580, F.A.C., establishes guidelines for designing service availability charges. 
Pursuant to the rule, the maximum amount of contributions-in-aid-of-construction (CIAC), net of 
amortization, should not exceed 75 percent of the total original cost, net of accumulated 
depreciation, of the utility's facilities and plant when the facilities and plant are at their designed 
capacity. The minimum amount CIAC should not be less than the percentage of such facilities 
and plant that is represented by the sewage collection systems. The uti lity's current contribution 
level is approximately 30 percent. 

Main Extension Charge 
The utility' s existing collection system, which was contributed by developers, is designed to 
serve the existing customers as well as the property for which service availability charges have 
been prepaid (2, 175 ERCs). The utility's service territory includes some vacant property as well 
as an area with septic tanks; service to customers in those areas would require the installation of 
additional collection lines. 

The utility' s existing service availability policy requires customers to either install and donate 
collection lines to the utility or reimburse the utility if the utility constructs the main extension. 
In the event the utility oversizes the line to accommodate future customers, the utility absorbs the 
incremental cost of the additional capacity and collects a pro rata share of the cost from 
subsequent customers. If a developer installs an oversized line in anticipation of future 
customers, the developer would be entitled to a refundable advance agreement such that, as 
future customers connect to the oversized line, the developer is reimbursed for that customer' s 
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share of the cost of the line. Therefore, a customer would not both construct and donate a 
collection line and pay a main extension charge. 

Based on the above, staff recommends the main extension charge remain at actual cost. In 
addition, the utility' s service availability policy should continue to require donated lines as 
described above, consistent with the guidelines in Rule 25-30.580, F.A.C., which require that, at 
a minimum, the cost of the utility's lines should be contributed. 

Plant Capacity Charge 
As previously discussed, all of Sandalhaven's wastewater flows are diverted through a force 
main interconnection with EWD. In addition, the utility has an agreement for purchased 
treatment capacity with the EWD. Therefore, the interconnection and purchased wastewater 
capacity from the EWD act as a surrogate wastewater treatment plant for Sandalhaven. 

The cost of the force main included in rate base is $2,150,656 and it has capacity of I ,000,000 
gpd. The utility paid $2,258,119 for the 300,000 gpd of purchased capacity from the EWD. In 
order to detennine an appropriate plant capacity charge, staff calculated the cost of the 
interconnection and the purchased capacity on a gpd basis. The force main cost per gpd is $7.53 
($2, 150,65611 ,000,000) and the purchased capacity cost per gpd is $2.15 ($2,258, 119/300,000). 
As described in Issue 5, the capacity of the force main is based on peak demand and the capacity 
purchased fonn EWD is based on average demand. Therefore, staff calculated a plant capacity 
charge that reflects the cost of the force main based on peak demand and the cost of the 
purchased capacity based on average demand. For this analysis, staff used an average demand of 
190 gpd. Staffrecommends a plant capacity charge of$3,270 per ERC (ERC equals 190 gpd). 

Based on the above, staff recommends that the utility' s existing main extension policy remain in 
effect and a plant capacity charge of $3,270 per ERC should be approved. The approved service 
availability charges should be effective for connections made on or after the stamped approval 
date of the tariff, pursuant to Rule 25-30.475, F.A.C. 
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Issue 23: Should Sandalhaven' s existing Allowance for Funds Prudently Invested (AFPI) 
charges be revised, and if so, what are the appropriate charges? 

Recommendation: Yes. Sandalhaven' s existing AFPI charges should be revised. The 
beginning date of the new AFPI charges should be January 1, 2015. After December 31, 2020, 
the utility should be allowed to collect the constant charge until 792 future ERCs have been 
added, at which time the charge should be discontinued. The charge should be collected from 
future connection based upon the time of the initial connection. The revised tariff sheets should 
be approved upon staff's verification that the tariffs are consistent with the Commission's 
decision The approved AFPI charges should be effective for connections made on or after the 
stamped approval date of the tariff, pursuant to Rule 25-30.475, F.A.C. (Bruce, Hudson) 

Staff Analysis: An AFPl charge is a mechanism designed to allow a utility the opportunity to 
earn a fair rate of return on prudently constructed plant held for future use from the customers 
that will be served by that plant. The charge is calculated based on the costs associated with the 
non-used and useful plant. This one-time charge is assessed based on the date the future 
customer pays the utility' s approved service availability charges and connects to the utility. 

The utility ' s existing AFPI charges, which were established by Charlotte County when the utility 
was under its jurisdiction, are based on purchased wastewater capacity from the EWD, 
intercormection costs of the force main, and the master lift station. The utility did not propose a 
change in its AFPI charges. 

As discussed in Issue 2, staff is recommending that the purchased wastewater capacity and 
master lift station be considered 100 percent used and useful. Further, staff is recommending that 
the force main be considered 74.9 percent used and useful. Therefore, because only the force 
main has non-used and useful capacity in the current case, staff believes that it is appropriate to 
revise the utility' s AFPI charges to reflect staff's recommended non-used and useful plant. 

The test year used in this case for establishing the amount of non-used and useful plant is the 
year ended December 31 , 2014. Pursuant to Rule 25-30.434(4), F.A.C., the beginning date for 
accruing the AFPI charge should agree with the month following the end of the test year that was 
used to establish the amount of non-used and useful plant. Therefore, the beginning date for the 
AFPI accrual in this case is January I, 2015. Furthennore, in accordance with Rule 25-30.434(4), 
F.A.C., no charge may be collected for any connections made between the beginning dates and 
the effective date of the AFPI charges. Typically, an AFPI charge is calculated for a five-year 
period. 

Based on the staff recommended non-used and useful portion of the force main and the 
associated ERCs, staff calculated the wastewater AFPI charges contained in Table 23-1 below. 
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Table 23-1 
Allowance for Funds Prudently Invested 

C I I f f C . C t P ERC P M th a cu a 1on o arrymg OS er er on 

2015 2016 2017 2018 

January 9.73 127.00 251.23 382.96 
February 19.45 137.30 262.15 394.56 
March 29.18 147.60 273.07 406.15 
April 38.90 157.90 284.00 417.74 
May 48.63 168.20 294.92 429.33 
June 58.35 178.50 305.84 440.93 
July 68.08 188.80 316.76 452.52 
August 77.80 199. 11 327.68 464.11 
September 87.53 209.41 338.61 475.70 
October 97.25 219.71 349.53 487.30 
November 106.98 230.01 360.45 498.89 
December 116.70 240.31 371.37 510.48 

Source: Staff's calculations 

Issue 23 

2019 

522.80 
535.12 
547.44 
559.75 
572.07 
584.39 
596.71 
609.03 
621.35 
633.67 
645.99 
658.30 

Based on the above, staff recommends that Sandalhaven's existing AFPI charges should be 
revised. The beginning date of the new AFPI charges should be January I, 2015. After December 
31 , 2020, the utility should be allowed to collect the constant charge until 792 future ERCs have 
been added, at which time the charge should be discontinued. The charge should be collected 
from future connection based upon the time of the initial connection. The revised tariff sheets 
should be approved upon staff's verification that the tariffs are consistent with the Commission's 
decision The approved AFPI charges should be effective for connections made on or after the 
stamped approval date of the tariff, pursuant to Rule 25-30.475, F.A.C. 
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Issue 24: Should the utility be required to provide proof, within 90 days of an effective order 
finalizing this docket, that it has adjusted its books for all the applicable National Association of 
Regulatory Utility Commissioners (NARUC) Uniform System of Accounts (USOA) associated 
with the Commission approved adjustments? 

Recommendation: Yes. To ensure that the utility adjusts its books in accordance with the 
Commission' s decision, Sandalhaven should notify the Commission in writing within 90 days of 
the final order in this docket that the adjustments to all the applicable NARUC USOA accounts 
have been made to the utility' s books and records. (D. Buys) 

Staff Analysis: To ensure that the utility adjusts its books in accordance with the 
Commission's decision, Sandalhaven should notify the Commission in writing within 90 days of 
the final order in this docket that the adjustments to all the applicable NARUC USOA accounts 
have been made to the utility' s books and records. 
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Issue 25: Should this docket be closed? 

Issue 25 

Recommendation: If no person whose substantial interests are affected by the proposed 
agency action files a protest within 21 days of the issuance of the order, a consummating order 
should be issued. The docket should remain open for staffs verification that the revised tariff 
sheets and customer notice have been filed by the utility and approved by staff. Once these 
actions are complete, this docket should be closed administratively. (Brownless) 

Staff Analysis: If no person whose substantial interests are affected by the proposed agency 
action files a protest within 21 days of the issuance of the order, a consummating order should be 
issued. The docket should remain open for staffs verification that the revised tariff sheets and 
customer notice have been filed by the utility and approved by staff. Once these actions are 
complete, this docket should be closed administratively. 
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Utilities, Inc. of Sandal haven 
Schedule of Wastewater Rate Base 
Test Year Ended 12/31/14 

Description 

I Plant in Service 

2 Land and Land Rights 

3 Non-used and Useful Components 

4 Accumulated Depreciation 

5 CIAC 

6 Amortization of CIAC 

7 Construction Work in Progress 

8 Working Capital Allowance 

9 Debit ADITs 

10 Rate Base 

Test Year Utility 

Per Adjust-

Utility ments 

$8,57 1,37 1 ($ 18 1,463) 

157,487 209 

0 (73,089) 

(3,712,738) 773,864 

(3,276,640) 1,310,499 

1,595,021 (1 ,071 ,361) 

134,200 (134,200) 

0 87,257 

Q 540,800 

$3 468 701_ $1,252"'lli 
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Adjusted Staff Staff 

Test Year Adjust- Adjusted 

Per Utility ments Test Year 

$8,389,908 ($2 10,419) $8, 179,489 

157,696 10,000 167,696 

(73,089) (494,940) (568,029) 

(2,938,874) 332,017 (2,606,857) 

(1 ,966, 141 ) (258 ,674) (2,224,815) 

523,660 19,536 543 , 196 

0 0 0 

87,257 (16,610) 70,647 

540,800 (540,800) Q 

$±,12 1,2 17 ($ 1, 152.8.2.0j $_3~56 1 ,ill 
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Utilities, Inc. of Sandalhaven 
Adjustments to Rate Base 
Test Year Ended 12/31/14 

Explanation 

Plant In Service 

I Reflect agreed upon audit adjustments (Issue 2) 

2 Reflect appropriate plant retirement (Issue 3) 

3 Reflect appropriate pro forma plant (Issue 4) 

Total 

Land 

Reflect agreed upon audit adjustments (Issue 2) 

Non-used and Usefu! 

1 Reflect non-used and useful adjustment to land (Issue 5) 

2 Reflect net non-used & useful adjustment for Force Main (Issue 5) 

Total 

Accumulated Depreciation 

1 Reflect agreed upon audit adjustments (Issue 2) 

2 Reflect appropriate adjustment for retirement of WWTP (Issue 3) 

3 Reflect appropriate amount for pro fom1a plant adjustment (Issue 4) 

Total 

CIAC 

Reflect appropriate amount for retirement ofWWTP (Issue 3) 

Accumulated Amortization of CIAC 

Reflect appropriate amount for retirement ofWWTP (Issue 3) 

Working Capital 

To reflect the appropriate working capital allowance (Issue 6) 
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Wastewater 

($33,211) 

($23,335) 

($153.873) 

($2 I 0.4 19) 

llQ_,QQQ 

($4,662) 

($490,278) 

($494.940) 

$29,974 

$297 ,173 

$4,870 

$332.017 

($258.674) 

$_1.2..5..3..6 

($1 6,6 1Q} 
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Utilities, Inc. of Sandalhaven 
Capital Structure-Simple Average 
Test Year Ended 12/31/14 

Total 

Description Capital 

Per Utility 

1 Long-term Debt $180,000,000 

2 Short-term Debt $4,000,000 

3 Preferred Stock $0 

4 Common Equity $182,354,550 

5 Customer Deposits $6,591 

6 Deferred Income Taxes ~ 

7 Total Capital $366 361 141 

Per Staff 

8 Long-term Debt $180,000,000 

9 Short-term Debt $4,000,000 

10 Preferred Stock $0 

11 Common Equity $182,354,550 

12 Customer Deposits $6,591 

13 Deferred Income Taxes ~ 

14 Total Capital $366.361.141 

Specific Subtotal 

Adjust- Adjusted 

ments Capital 

$0 $180,000,000 

$0 $4,000,000 

$0 $0 

$0 $182,354,550 

$0 $6,591 

$852 $852 

.$852 $366 361 993 

$0 $180,000,000 

$0 $4,000,000 

$0 $0 

$0 $182,354,550 

$0 $6,591 

~214,874 ~214,874 

$214 874 $366 576 015 
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Pro rata Capital 

Adjust- Reconciled Cost Weighted 

ments to Rate Base Ratio Rate Cost 

($177,683,994) $2,316,006 49.06% 6.64% 3.26% 

($3,948,533) $51,467 1.09% 7.77% 0.08% 

$0 $0 0.00% 0.00% 0.00% 

($180,008,249) $2,346,301 49.70% 10.37% 5.15% 

$0 $6,591 0.14% 2.00% 0.00% 

~ $852 0.02% 0.00% 0.00% 

($361 640 776) $4 721 217 100 00% 850% 

($178,359,034) $1,640,966 46.08% 6.64% 3.06% 

($3,963,534) $36,466 1.02% 2.23% 0.02% 

$0 $0 0.00% 0.00% 0.00% 

($180,692,119) $1 ,662,431 46.68% 10.36% 4.84% 

$0 $6,591 0.19% 2.00% 0.00% 

~ ~214,874 6.03% 0.00% 0.00% 

($363 014 688) $3 561 327 100 00% 792% 

LOW HIGH 

RETURN ON EQUITY 936% 11 36% 

OVERALL RATE OF RETURN 746% 839% 
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Utilities, Inc. of Sandalhaven 
Statement of Wastewater Operations 
Test Year Ended 12/31/14 

Description 

Operating Revenues: 

Operating Expenses 

Operation & Maintenance 

Depreciation 

Amortization 

Taxes Other Than Income 

Income Taxes 

Total Operating Expense 

Operating Income 

Rate Base 

Rate of Return 

Test Year Utility 

Per Adjust-

Utility ments 

$668,757 $951,993 

$581 ,100 $116,957 

264,739 (71 ,698) 

0 10,412 

113,952 57,013 

(118,083} 265,055 

841,708 377,739 

($172.951) $2H254 

$3.468 701 

~.99% 
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Adjusted Staff Staff 

Test Year Adjust- Adjusted Revenue Revenue 

Per Utility ments Test Year Increase Requirement 

$ 1,620,750 ($954,628} $666,122 $626,375 $1,292,497 

94.03% 

$698,057 ($132,877) $565,180 $0 $565,180 

193,041 (5 ,558) 187,483 0 187,483 

I 0,412 (642) 9,770 0 9,770 

170,965 (55 ,253) 115,712 28,187 143,899 

146,972 (268,114} (121,142} 225,098 I 03,956 

1,219,447 (462,443} 757,004 253,285 1,010,288 

M_OI 303 ($492.185.) ($90.882) $373.Q2.Q $_2 8 2+2_Q8_ 

$4.721.217 $1.561.327 $3.561 .327 

8.50% -2.52% 7.92_% 
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Utilities, Inc. of Sandalhaven 
Adjustment to Operating Income 
Test Year Ended 12/31/14 

Explanation 

Operating Revenues 

I Remove requested final revenue increase 

2 Reflect appropriate test year revenue 

3 Reflect agreed upon audit adjustments (Issue 2) 

Total 

Operation and Maintenance Expense 

I Reflect agreed upon audit adjustments (Issue 2) 

2 Reflect the appropriate Salaries & Wages expense (Issue 12) 

3 Reflect the appropriate Employee Pensions & Benefits Expense (Issue 12) 

4 Reflect the appropriate amount for purchased sewage treatment (Issue 13) 

5 Excessive 1&1 adjustment (Issue 13) 

6 Reflect the appropriate sludge hauling expense (Issue 13) 

7 Reflect the appropriate amount of Bad Debt Expense (Issue 13) 

8 Reflect the appropriate amount of regulatory expense - other (Issue 13) 

9 Reflect the appropriate rate case expense (Issue 14) 

Total 

Depreciation Expense - Net 

I Reflect agreed upon audit adjustments (Issue 2) 

2 Reflect appropriate adjustment for WWTP retirement (Issue 3) 

3 Reflect depreciation expense on pro fonna plant adjustment (Issue 4) 

4 Remove net depreciation on non-U&U adjustment (Issue 5) 

Total 

Amortization-Other Expense 

Reflect appropriate net loss related to retirement of WWTP (Issue 3) 

Taxes Other Than Income 

I RAFs on revenue adjustments above. 

2 Reflect agreed upon audit adjustments (Issue 2) 

3 Reflect appropriate property taxes related to U&U adjustment (Issue 5) 

4 Reflect appropriate payroll taxes (Issue 15) 

Total 
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Wastewater 

($939,514) 

2,825 

(17.939) 

($954.62.8.) 

$2 1,499 

(67,362) 

(897} 

22,447 

(98, 149) 

(2,490) 

(3,802) 

(I ,293) 

(2,830) 

(_$_ill.877) 

$18,603 

6,160 

(4,870) 

(25,451) 

($5 558) 

($642) 

($42,958) 

(807) 

(7,460) 

(4.027) 

($55,253) 
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UTILITIES, INC. OF SANDALHA YEN 

DOC KET NO. 150102-SU 

MONTHLY WASTEWATER RATES 

Residential 

Base Facility Charge- All Meter Sizes 

Charge per 1.000 Gallons - Residential 

8.000 gallon cap 

6.000 gallon cap 

General Service 

Base Facility Charge by Meter Size 

5/8"X3/4" 

I " 

1-1/2" 

2" 

3" 

4" 

6" 

Charge per 1.000 Gallons- General Service 

RATES AT 

TIME OF 

FILING 

$29.34 

56.59 

$29.34 

$73.35 

$ 146.69 

$234 .7 1 

$469.43 

$733.47 

$1.466.94 

$7.92 

T vf!ical Residential 5/8" x 3/4" Meter Bill Comf!arison 

2.000 Gallons $42.52 

6.000 Gallons $68.88 

8.000 Gallons $82.06 

COMMISSION UTILITY 

APPROVED REQUESTED 

INTERIM RATES RATES 

$34.60 $70.12 

$7.77 515.75 

$34.60 $70. 12 

$86.50 $175.31 

$173.00 $350.59 

$276.80 $560.96 

$553.60 $1.121.94 

$865.00 $1.752.99 

$ 1,730.00 $3.505.99 

$9.34 5 18.93 

550.14 $101.62 

$81.22 $164.62 

$96.76 5 196. 12 
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STAFF 
CHARLOTTE RECOMMENDED IOYEAR 

STAFF COUNTY 4YEAR WWfP 

RECOMMENDED 4YEAR RATE DECOMMISSIONING 

RATES RATE REDUCTION REDUCTION REDUCTION 

550.3 1 $ 1.39 $ 1.26 $0.40 

515.58 $0.43 50.39 $0.12 

$50.3 1 $1.39 $1.26 $0.40 

$ 125.78 $3.48 $3.14 $0.99 

$25 1.55 $6.95 $6.29 $1.99 

$402.48 $ 11 .12 510.06 $3. 18 

$804.96 $22.24 $20. 12 $6.36 

$ 1.257.75 $34.75 $31 .44 $9.94 

$2.515.50 $69.50 $62.89 $ 19.87 

$18.70 $0.52 $0.47 $0.15 

$8 1.47 

$143.79 

$143.79 
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Staff recommends that the Commission take up Issue 2 
first as the threshold issue, followed by Issue 3, then 
Issue I, and finally, Issue 4. 

Case Background 

The Commission opened this docket to address issues raised by Wai-Mart Stores East, LP and 
Sam' s East, Inc. (Wal-Mart) and Florida Industrial Power Users Group (FIPUG). 1 During the 
October 8, 20 14 Prehearing Conference in Docket No. 140002-EG, the Energy Conservation 
Cost Recovery (ECCR) clause docket, Wai-Mart and FIPUG (hereafter referred to as the 
petitioners) proposed issues that addressed allowing certain large commercial and industrial 
customers the option of opting out of participating in investor-owned uti lity-sponsored energy 
efficiency programs. In return, customers that choose to opt out would not be charged the costs 

1 Order No. PSC-14-0583-PHO-EG, issued October 15, 201 4, in Docket No. 140002-EG, In Re: Energy 

Conservation Cost Recovery Clause. 
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Case Background 

The Commission opened this docket to address issues raised by Wal-Mart Stores East, LP and 

Sam's East, Inc. (Wal-Mart) and Florida Industrial Power Users Group (FIPUG). 1 During the 

October 8, 2014 Prehearing Conference in Docket No. 140002-EG, the Energy Conservation 

Cost Recovery (ECCR) clause docket, Wal-Mart and FIPUG (hereafter referred to as the 

petitioners) proposed issues that addressed allowing certain large commercial and industrial 

customers the option of opting out of participating in investor-owned utility-sponsored energy 

efficiency programs. In return, customers that choose to opt out would not be charged the costs 

associated with these programs through the ECCR clause. FIPUG and Wal-Mart each proposed 

different threshold criteria for the large commercial and industrial customers that would be 

eligible to opt out. Those customers that would be eligible to opt out of energy efficiency 

programs would still be able to participate in, and would pay the costs associated with, demand 

response programs. A summary of FIPUG's and Wal-Mart's proposals can be found in 

Attachment A. 

The Prehearing Officer, however, ruled that the proposed issues should be considered in a 

separate docket. Consequently, the current docket was opened to address the three issues 

proposed by Wal-Mart and FIPUG. The petitioners represent large commercial or industrial 

customers. 

The five investor-owned utilities (IOUs) subject to the Florida Energy Efficiency and 

Conservation Act (FEECA) may seek to recover costs associated with Commission-approved 

demand-side management (DSM) programs through the ECCR clause. These utilities are: Duke 

Energy Florida, LLC (DEF), Florida Power & Light Company (FPL), Florida Public Utilities 

Company (FPUC), Gulf Power Company (Gulf), and Tampa Electric Company (TECO). 

The Commission granted intervention to the Southern Alliance for Clean Energy (SACE) and 

White Springs Agricultural Chemicals, Inc. (PCS Phosphate or PCS)? 3 The Commission also 

acknowledged intervention by the Office of the Public Counsel (OPC).4 

The Commission has jurisdiction over this matter pursuant to Sections 366.80 through 366.83 

and 403.519, Florida Statutes (F.S.), collectively known as FEECA. 

1 Order No. PSC-14-0583-PHO-EG, issued October 15, 2014, in Docket No. 140002-EG, In Re: Energy 

Conservation Cost Recovery Clause. 
2 Order No. PSC-15-020 1-PCO-E1, issued May 19, 2015, in Docket No. 140226-EI, In re: Request to opt-out of cost 

recovery for investor-owned electric utility energy efficiency programs by Wai-Mart Stores East, LP and Sam's 

East, Inc. and Florida Industrial Power Users Group. 
3 Order No. PSC-15-0247-PCO-EI, issued June 12, 2015, in Docket No. 140226-EI, In re: Request to opt-out of cost 

recovery for investor-owned electric utility energy efficiency programs by Wai-Mart Stores East, LP and Sam's 

East, Inc. and Florida Industrial Power Users Group. 
4 Order No. PSC- I 5-0213-PCO-EI, issued May 29, 2015, in Docket No. 140226-EI, In re: Request to opt-out of cost 

recovery for investor-owned electric utility energy efficiency programs by Wai-Mart Stores East, LP and Sam's 

East, Inc. and Florida Industrial Power Users Group. 
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Staff suggests that the Commission first proceed to Issue 2 which is the threshold issue of 
whether and opt-provision should be approved. Staff then suggests addressing Issue 3 which 

addresses implementation details necessary for an opt-out program, followed by Issues 1 and 4. 
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Discussion of Issues 

Issue 1 

Issue 1: Should the Commission require the utilities to separate their Energy Conservation 
Cost Recovery expenditures into two categories, one for Energy Efficiency programs and the 

other for Demand-Side Management programs? 

Primary Recommendation: The petitioners have suggested separating the costs in the 

Energy Conservation Cost Recovery (ECCR) clause as a means of implementing the proposed 

opt-out provision. If the Commission approves stafrs primary recommendation in Issue 2 to 

deny the petitioners' request, then no changes to current ECCR clause practices are necessary. 

(Lingo, Margolis, Harlow) 

Alternative Recommendation: If the Commission approves alternative staffs 

recommendation in Issue 2, the four largest IOUs will be required to develop a pilot opt-out 
program. Implementing the pilot program would require the IOUs to determine the proportion of 

total ECCR costs related to energy efficiency programs paid by each customer that chooses to 

participate in the pilot. Alternative staff recommends that the appropriate methodology for 

determining the category and level of costs from which opt-out customers are seeking relief 

should be subject to discussion among the parties at a workshop as recommended in Issues 2 and 

3. (Shafer) 

Position of the Parties: 

FIPUG: Yes, the Commission should take appropriate administrative steps, as 
Commissions across the country have, to implement an opt-out program 1n 

Florida. 

Wal-Mart: Yes. 

PCS: Yes. PCS agrees with FIPUG and Wal-Mart that this separation should be 

implemented. 

FPL: No. Programs that pass the RIM test benefit the general body of customers, 
including non-participating customers, regardless of their characterization as 
energy efficiency or demand reduction/load management. Accordingly, 
distinguishing between the two would not provide a meaningful basis for 
determining costs that opt-out customers would be allowed to avoid. 

DEF: No, separating expenditures in this way is not necessary. However, if the 
Commission intends to implement an opt-out policy that only applies to Energy 
Efficiency programs, DEF would be able to separate the charges with little 
difficulty. 

TECO: No. The Commission should not require such a separation of expenditures into 
two categories. All of Tampa Electric's approved DSM measures provide demand 
and energy savings. Energy efficiency programs clearly provide both energy 
savings and demand reductions. 
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FPUC: 

SACE: 

No. Virtually all of Gulf Power's programs provide both energy and demand 
savings. The opt-out proponents correctly recognize the benefits of implementing 
demand response programs but fail to recognize that cost-effective energy 
efficiency programs also provide benefits to participating and non-participating 
customers alike. 

No. 

No, not at this time. 

Since the Proponents' opt-out proposals do not appear to clearly and convincingly 
establish that they meet, at a minimum, the Commission's approved cost
effectiveness test, RIM, there appears to be an insufficient basis for the 
Commission to consider separating the ECCR expenditures into separate 
categories for Energy Efficiency and Demand Side Management programs. 

Staff Analysis: 

Background and Positions of the Parties 
Costs for all types of investor-owned utility-sponsored conservation programs are currently 
recovered from all ratepayers through the Energy Conservation Cost Recovery clause (ECCR). 
In order to facilitate an opt-out provision, FIPUG, Wal-Mart, and PCS Phosphate advocate 

separating the costs recovered through the ECCR clause into costs associated with energy 
efficiency programs and costs associated with demand response programs. (TR 50-52, 118, 506-

507) 

Wal-Mart witnesses Baker and Chriss, along with FIPUG witness Pollock and PCS, all agree that 

the utilities should be required to separate their ECCR expenditures into two categories, one for 
energy efficiency programs and the other for demand-side management (also referred to as 
demand response) programs. Under witness Baker's proposal, the non-residential customers who 
implement their own energy efficiency programs and meet certain other criteria to opt out of the 

utility's energy efficiency programs should not be required to pay the cost recovery charges for 
the utility's energy efficiency programs. (TR 50-52) In general, witness Chriss proposes that, for 

the customer classes that would be eligible to opt out, the ECCR rates be split into two 
components: (1) ECCR "Part E," for energy efficiency program-related costs and (2) ECCR 
"Part D," for demand response program-related costs. Witness Chriss notes that under witness 
Baker's proposal, eligible customers who opt out would be exempted from paying Part E, but 
would continue to pay Part D. (TR 118) 

Witness Baker testified that the Florida investor-owned utilities' ECCR charges should be 
redesigned such that the energy efficiency charges are segregated from the demand-side 
management portion of the ECCR charge. (TR 46) The utilities should be required to separate 
their ECCR expenditures into two categories: (1) efficiency programs; and (2) demand-side 
management programs. (TR 50) Witness Baker also testified that by virtue of their self
implemented measures, such customers would be exempt from paying the ECCR charges for the 
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Issue 1 

energy efficiency portion of the charge, and that they would correspondingly be excluded from 
participation in the utilities' energy efficiency programs and measures. Through testimony by 
witness Baker, Wal-Mart stated that these recommendations would apply to the four largest 
investor-owned utilities, Florida Power & Light, Duke Energy Florida, Tampa Electric 
Company, and Gulf Power Company. (TR 46) In response to staff interrogatories, however, Wal
Mart indicated that the proposal could apply to Florida Public Utilities as well. (EXH 22, Bates 
35) FIPUG states that to the extent Florida Public Utilities has customers who would be eligible; 
they should be able to participate. (EXH 22, Bates 19) 

Witness Chriss testified regarding the ratemaking treatment for witness Baker's proposal for a 
large customer electing to opt out of the energy efficiency portion of each utility's ECCR rates. 
In summary, witness Chriss' recommendations are: 

1. For those customer classes that would be eligible to opt out under witness Baker's 
proposal, Wal-Mart proposes that the ECCR rates be split into two components: (1) 
ECCR "Part E," for energy program-related costs and (2) ECCR "Part D," for demand 
response program-related costs. 

2. For a given customer class or group of classes, the PartE rate would be calculated as the 
energy-related revenue requirement, allocated to the class or group of classes, divided by 
the applicable kWh or k W billing determinants for that class or group of classes. The Part 
D rate would then be calculated as the demand revenue requirement divided by the 
applicable kWh or k W billing determinants for that class or group of classes. 

3. For the purposes of calculating the ECCR Part E and Part D rates, Wal-Mart does not 
oppose the use of each respective utility's approved classification of its energy 
conservation program costs into energy-related and demand-related components. (TR 
115-116) 

The IOUs unanimously disagree with the petitioners' request, providing testimony that allowing 
customers to opt out of the energy efficiency portion of each utility's ECCR rates is not 
necessary because the utility-sponsored programs that pass the RIM test, including both demand 
response and energy efficiency programs, benefit all ratepayers, both participants and non
participants alike. Therefore, the IOUs contend that the Commission's existing policy of 
allowing utilities to recover the costs of utility-sponsored programs from all customers is 
appropriate. The IOUs also agreed that all their programs save both demand and energy. (TR 
143-145, 151, 193, 337, 338; DEF BR 2, 3, 7; FPL BR 15; FPUC BR 1; TECO BR 23) 
Therefore, according to FPL, separating the ECCR costs for programs that pass the RIM test 
based on whether the program is characterized as an energy efficiency program or a demand 
response program "would not provide a meaningful basis for determining costs that opt-out 
customers would be allowed to avoid." (FPL BR 15) 

DEF opposes an opt-out provision and therefore contends that separating costs in the ECCR 
clause in order to facilitate an opt-out provision is unnecessary. (DEF BR 12) DEF, however, 
stated that if the Commission desired to implement an opt-out provision, it would not be difficult 
to separate ECCR costs into those related to energy efficiency programs and those related to 
demand response programs. (BR 12) 
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In its brief, OPC noted separating the ECCR into two separate categories may be inconsistent 
with the fundamental basis of ECCR charges. (BR 3-5) In addition, OPC stated that there may be 
some merit to FPL witness Koch's testimony that, " ... because all customers share in the 
benefits of approved DSM programs, there is no justification for allowing certain customer 
groups to opt out of paying for those programs." Furthermore, it would seem inconsistent with 
the Commission's application of FEECA to separate expenditures into two categories so that 
only certain customers could opt out of the energy efficiency programs while still receiving the 
benefit of these programs. Finally, OPC contends that the petitioners have not clearly established 
that their opt-out proposals meet, at a minimum, the Commission's approved RIM cost
effectiveness test. The petitioners do not appear to have fully met their burden of demonstrating 
that their opt-out proposals safeguard the general body of ratepayers and rate classes against 
undue rate impacts. (BR 4, TR 143) 

In its brief, SACE stated that Wal-Mart's and FIPUG's proposals to opt out of energy efficiency 
programs are not yet fully developed to warrant Commission approval at this time. Therefore, 
SACE takes the position that the ECCR costs should not be separated at this time. (BR 1) 

Primary Staff Analysis 
Staff utilized an exhibit of witness Baker (EXH 3) to demonstrate, for each utility, the proportion 
of ECCR costs attributed to programs characterized in the exhibit as energy efficiency versus 
demand response programs. Witness Baker derived EXH 3 from the utilities' 2014 ECCR 
filings. As shown below in Table 1-1, the percentage of energy efficiency program-related costs 
relative to total ECCR costs for the four largest IOUs ranges from 25 percent for DEF to 86 
percent for Gulf. Under the petitioners' proposals, this range approximates the percentage of 
ECCR charges from which opt-out customers would be exempted. As shown in the table, over 
half of ECCR program expenses are related to demand response programs for three of the four 
largest IOUs. Gulf is the exception, with 14 percent of ECCR expenses related to demand 
response programs. 
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Table 1-1 
p rf ropo 1on o f ECCR C ts EE P OS - rograms versus 

Energy Efficiency 

Total 
Program Costs 

Utility 

Issue I 

D em an dR esponse p rog_rams 

Demand Response 
Program Costs 

ECCR Costs 0/o ofTotal 0/o ofTotal 
Amount ECCR Amount ECCR 

Costs Costs 

FPL $196,450,059 $62,626,077 32% $133,823,982 68% 

DEF $107,340,44 7 $26,391,913 25% $80,948,534 75% 

TECO $46,224,522 $16,840,707 36% $29,383,815 64% 

Gulf $23,592,756 $20,335,079 86% $3,257,677 14% 

Source: EXH 3 
1Common costs excluded. EXH 3 did not include FPUC. 

Wal-Mart witness Chriss contends that separating costs in the ECCR clause is facilitated by the 

Commission's allocation methodology within the recovery clause. Witness Chriss explains 

"[ e ]ach of the four major utilities already separates out their ECCR revenue requirements by 

energy and demand and specifies the kWh and kW billing determinates for each class, or groups 

of classes, as applicable, in the exhibits with their ECCR filings." (TR 118; EXH 3) Staff 

concurs with witness Chriss's interpretation of the Commission's allocation process established 

by Order No. PSC-93-1845-FOF-EG. 5 In the order, the Commission recognized that there are 

significant differences among companies that necessitate some deviation from a single 

methodo_logy. However, as a base line, the Commission adopted the 12 Coincident Peak and 1/13 

Average Demand (12 CP and 1113 AD) allocation methodology for allocating costs associated 

with dispatchable programs, and it continues to require investor-owned utilities to allocate the 

costs of all other programs on an energy basis. Under the 12 CP and 1/13 AD method, 

approximately 92 percent, or 12/13, of the production costs are allocated on a 12 CP basis, and 

approximately eight percent, or 1/13, are allocated on an average demand, or energy basis.6 

Average demand or energy is simply the relative kWh usage by class. Energy conservation costs 

continue to be recovered on an energy basis. 7 

The Commission approved 12 CP and 1/13 AD as a uniform methodology for allocating and 
recovering conservation costs for all investor-owned electric utilities. However, exceptions are 

allowed when demonstrated to be reasonable, appropriate and necessary. 8 

5 Order No. PSC-93-1845-FOF-EG, issued December 29, 1993, in Docket No. 930759-EG, In re: Investigation into 

appropriate method for allocation and recovery of costs associated with conservation programs. 
6 Coincident Peak (CP) is the maximum peak demand of the class which occurs at the time of the system peak. The 

term "12 CP" refers to the average of each rate class's 12 monthly CP demands in the projected test year. 
7 Order No. PSC-93-1845-FOF-EG 
8 Ibid. . 

- 7-



Docket No. 140226-EI 
Date: November 18, 2015 

Issue I 

Staff agrees with witness Chriss that because of the Commission's allocation methodology, the 
four largest IOUs identify costs within their ECCR filings based on demand and energy. (EXH 3) 

Staff further agrees that this may facilitate the separation of the costs needed to implement the 
petitioners' opt-out proposals. Staff notes, however, that the Commission's allocation 

methodology was not designed with the intent of separating ECCR costs for the purpose of 
implementing an opt-out program. Further, staff notes that the specific costs that are allocated 
toward demand and energy are not identified in the record for all four of the largest IOUs. For 

example, whether research and development costs should be allocated between energy efficiency 
programs and demand response programs was not addressed by any party. Therefore, staff does 
not believe there is sufficient detail in the record to determine if the specific costs identified 

under the Commission's current allocation methodology as demand-related versus energy-related 
are appropriate to be used to implement the proposed opt-out program. 

Primary Staff Conclusion 
As discussed in Issue 2, staff agrees with the Commission's long-held determination that the 
costs associated with conservation benefits should be spread to all customers, and sees no 
compelling evidence in the record that supports a change in this policy. As reiterated by the 
Commission in its recent DSM goals orders, programs that pass the RIM test benefit all 

customers, both participants and non-participants alike. 9 

The petitioners have suggested separating the costs in the ECCR clause as a means of 
implementing the proposed opt-out provision. (TR 118; EXH 3) If the Commission approves 
staffs recommendation in Issue 2 to deny the petitioners' request for an opt-out provision, this 

issue is moot, and no changes to current ECCR clause practices are necessary. Therefore, staff 
recommends that the utilities should not be required to separate their ECCR expenditures into 

two categories, to facilitate an opt-out provision. 

Alternative Staff Analysis and Conclusion 
If the Commission approves alternative staffs recommendation in Issue 2, the four largest IOUs 
will be required to work with parties and staff to develop a limited pilot opt-out program. 

Implementing a pilot program would require the IOUs to determine the proportion of total ECCR 
costs that are related to energy efficiency programs paid by each customer that chooses to 

participate in an opt-out program. Under the Commission's allocation methodology, the four 
largest IOUs identify costs within their ECCR filings based on demand and energy. (EXH 3) 
This may facilitate the separation of the costs needed to implement the petitioners' opt-out 
proposals. However, alternative staff does not believe there is sufficient detail in the record to 
determine if the specific costs identified under the Commission's current allocation methodology 
as demand-related versus energy-related are appropriate to be used to implement the proposed 
opt-out program. Therefore, alternative staff recommends that the appropriate methodology for 
determining the proportion of total ECCR costs paid by participating customers related to energy 
efficiency programs be included among the list of topics identified in Issue 3 to be addressed 
through a workshop. 

9 Order No. PSC-14-0696-FOF-EU, issued December 16,2014, in Dockets Nos. 130199-EI, 130200-EI, 130201-EI, 

130202-EI, 130203-EM, and 130204-EM, In re: Commission review of numeric conservation goals (Florida Power 

& Light Company, Duke Energy Florida, Inc., Tampa Electric Company, Gulf Power Company; JEA, Orlando 

Utilities Commission, Florida Public Utilities Company). 
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Issue 1 

A topic of the workshop would be the appropriate methodology to identify and separate energy 

efficiency ECCR costs for opt-out customers. Additional topics to be discussed in the workshop 

related to separating the ECCR costs should include: (1) the appropriate allocation of common 

costs, and (2) the identification and treatment of any administrative costs related to an opt-out 

provision. The appropriate treatment of these costs within the utilities' ECCR filings was not 

fully addressed in the petitioners' proposals. 
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Issue 2 

Issue 2: Should the Commission allow pro-active non-residential customers who implement 
their own energy efficiency programs and meet certain other criteria to opt out of the utility's 
Energy Efficiency programs and not be required to pay the cost recovery charges for the utility's 
Energy Efficiency programs approved by the Commission pursuant to Section 366.82, F.S.? 

Primary Recommendation: Primary staff recommends that the Commission not pursue an 

opt-out policy at this time. There is insufficient evidence in the record for the Commission to 
change its existing policy that all ratepayers benefit from cost-effective DSM programs, 
therefore all ratepayers should share in the costs. Further, an opt-out policy could result in cost 

shifting to residential and commercial/industrial customers that are not eligible to opt out under 
the petitioners' proposals. Additionally, it is probable that an opt-out provision would introduce 
equity concerns into Florida's DSM programs. Finally, primary staff recommends that the 

Commission direct the utilities to work with the petitioners to make their existing energy 
conservation Custom Incentive programs less burdensome and more responsive to customer 

needs in order to increase customer participation. (Harlow, Lingo, Margolis) 

Alternative Recommendation: Alternative staff recommends that the Commission direct 
staff to conduct a workshop for discussion among the parties and the four largest IOUs on a pilot 

program that meets the parameters discussed in Issue 3. The Commission should direct the four 
largest IOUs to develop a pilot opt-out program, and the associated tariffs, within 90 days of the 
workshop, for Commission review and approval. To the extent possible, the utility proposals 

shall reflect common program specifics to enable reasonably comparable for evaluation at the 
conclusion of the pilot. The purpose of the pilot program is to collect data regarding the impact 
of an opt-out policy on: (1) customer energy and demand savings relative to expected savings 
under utility-sponsored programs; (2) whether these demand and energy savings are cost
effective under the Commission's approved cost-effectiveness methodology; and (3) whether 
cost shifting occurs and, if so, at what level. (Shafer) 

Positions of the Parties: 

FIPUG: Yes. Eligible customers should be allowed to pursue energy efficiency measures 
at their own expense and not be forced to also pay for utility-specific energy 
efficiency programs. A properly structured opt-out program is a win-win 
proposition. The state benefits and its energy efficiency policy is advanced when 
eligible opt-out customers invest in additional energy efficiency measures with 
their own resources. The eligible customers benefit by investing in energy 
efficiency measures best-suited to serve the particular needs of their respective 
businesses, and not being forced into utility programs that may not fit or be 
attractive. The utilities benefit when opt-out eligible customers invest in energy 
efficiency measures that are counted to help meet utility goals, again at no 
additional costs to the utility or its ratepayers. (The additional energy efficiency 
resulting from customers opting out should reduce the utili ties' programs so that 
the net effect of the opt-out program is revenue neutral; no costs are shifted to 
non-participating ratepayers). The ratepayers benefit by additional energy 
efficiency measures being in place at no costs to them. 
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Wai-Mart: Yes. Providing this opportunity will enable eligible customers to proactively 
implement, solely at their own expense, energy efficiency measures that are best 
tailored to customers' facilities and operations, thereby maximizing energy 
efficiency benefits for opt-out customers, for the utilities, for the utilities' other 
customers, and for Florida as a whole. 

PCS: Yes. PCS agrees with FIPUG and Wal-Mart. 

FPL: No. All customers benefit from the utility's DSM programs, yet the proposals 
would shift recovery of prudently incurred costs for approved programs to smaller 
business and residential customers. The proposals are inconsistent with sound 
regulatory policy and not aligned with FEECA. Furthermore, the circumstances in 
other states were proven irrelevant. 

DEF: No. Because DEF's goals are set based on programs that are cost-effective under 
the RIM test, all customers, both participants and non-participants, will benefit 
from all Energy Efficiency programs. It is therefore not necessary to permit 
certain customers to opt out of paying for the Energy Efficiency program costs. 

TECO: No. All customers benefit from the utilities' DSM programs and the opt-out 
proponents fail to recognize (or deny) that the impact of such proposals would be 
to shift the recovery of prudently incurred costs for approved DSM programs 
from large business customers to smaller business or residential customers. 

Gulf: No. Cost-effective demand-side management benefits all customers; therefore all 
customers should share in the costs of such programs. Allowing select customers 
to opt out of utility energy efficiency programs is unnecessary and would unfairly 
shift program administration costs to non-opt-out customers, result in complex 
and costly new procedures and impact the entire Florida Energy Efficiency 
Conservation Act process. 

FPUC: No, not without the implementation of carefully constructed criteria that will hold 
all customers and the utility harmless. 

SACE: No, not at this time. While SACE believes that Wal-Mart captures more annual 
energy savings from its stores than the anemic C/I annual energy savings goals set 
by this Commission, such an "opt-out" policy should be based on best practices in 
self-directed programs in other states. 

OPC: The Proponents do not appear to have fully met their burden of demonstrating that 
their opt-out proposals adequately safeguard the interests of the general body of 
ratepayers and various rate classes against undue rate impacts while achieving the 
intent of FEECA and Section 366.82(2), F. S., utilizing the Commission's 
approved RIM cost-effectiveness test or other Commission approved tests. 
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Background and Position of Parties 

Issue 2 

In 1980, the Florida Legislature enacted the Florida Efficiency and Conservation Act (FEECA), 
now codified in Sections 366.80-366.85 and 403.519, F.S. For the purpose of implementing 
FEECA, the Commission adopted Rule 25-17.015, Florida Administrative Code (F.A.C.), which 

establishes a mechanism whereby unreimbursed costs of conservation programs may be 
recovered through a "conservation cost recovery clause," also known as the Energy Conservation 
Cost Recovery (ECCR) clause. 10 When the ECCR clause was established, an important decision 
was made by the Commission regarding the allocation of conservation costs. The Commission 

determined that the costs associated with conservation benefits should be spread to all customers, 
rejecting the notion that only the participants in conservation programs benefit from those 

programs. 11 

An opt-out provision would allow certain qualifying customers a choice between paying for and 
participating in utility-funded energy efficiency programs. (TR 506) Although FIPUG and Wal
Mart put forward different proposals (Attachment A), both proposals advocate allowing eligible 

large customers to opt out of participating in, and paying for, costs associated with utility
sponsored energy efficiency programs. Costs for all types of investor-owned utility-sponsored 
conservation programs are currently recovered from all ratepayers through the ECCR clause. 

FIPUG, Wal-Mart, and PCS Phosphate are seeking relief from paying for energy efficiency 

program-related ECCR charges, which they believe do not benefit them. The petitioners assert 
that an opt-out policy is justified because custom incentive programs are unsatisfactory and 

because the petitioners can implement energy efficiency more effectively on their own. The 
petitioners further contend that opt-out provisions are offered to large customers in other states. 
(FIPUG BR 4, Wal~Mart BR 7) Therefore, the petitioners claim that paying the full ECCR costs 
in Florida places them at a competitive disadvantage and that the Florida economy would 
become more competitive by allowing an opt-out provision. (Wal-Mart BR 17-18) 

Wal-Mart's opt-out proposal is based on its belief that a customer that implements energy 

efficiency measures on its own benefits other customers. (TR 47) Therefore, Wal-Mart 

recommends that the Commission should 

redesign the Florida investor-owned utilities' Energy Conservation Cost Recovery 
("ECCR") Charges in such a way that the charges for energy efficiency ("EE") 
are segregated from the demand side management portion of the ECCR charge ... 
allowing customers who meet defined criteria to satisfy their EE responsibilities 
by implementing their own EE measures. By virtue of their self-implemented 
measures, such customers would be exempt from paying ECCR charges for the 
EE portion. (TR 46) 

Wal-Mart also states that an opt-out provision will increase cost-effective energy conservation 

and energy savings. (Wal-Mart BR 6) 

10 Order No. 9974, issued April24, 1981, in Docket No. 810050-PU, In re: Conservation cost recovery clause. 
II Ibid. 
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FIPUG's opt-out proposal is based on its belief that the customer knows its energy efficiency 

needs better than the utility. (TR 51 0) FIPUG explains an opt out as giving 

... certain qualifying customers a choice between paying for and participating in 
utility-funded energy efficiency measures or self-funding their own cost-effective 
energy efficiency improvements. A customer that opts out has either implemented 
(or committed to fund and implement) its own energy efficiency measures or has 
determined as a result of an energy audit or analysis that there are no cost
effective measures for the customer. (TR 506) 

FIPUG argues for an opt-out policy by pointing out that other states have approved an energy 

efficiency opt-out policy for large customers. (FIPUG BR 2) FIPUG insists that its proposed opt

out provision would not shift costs or harm other customers. (FIPUG BR 3) PCS Phosphate 

asserts that an opt-out is a good policy that should not be rejected simply because of worries 

about administrative considerations and costs. (PCS BR 4) 

The IOUs argue that all ratepayers benefit from cost-effective demand-side management (DSM) 

programs. Therefore, the IOUs believe there is no reason for the Commission to change its long 

standing policy that all ratepayers should share in the costs. The IOUs further state that custom 
incentive programs allow the petitioners flexibility to design their own energy efficiency 

projects. (TR 191) Additionally, the IOUs insist that an opt-out policy would shift costs and 

would unfairly harm non-opt-out customers. (TR 180, 205) 

FPL believes that an opt-out provision would harm the general body of ratepayers. (FPL BR 1) 

FPL also states that an opt-out policy would shift costs to other ratepayers, add administrative 

costs, and fail to advance the mission ofFEECA. (FPL BR 3) DEF states that an opt-out policy is 

unnecessary because DSM programs that pass the Rate Impact Measure (RIM) test benefit all 

ratepayers. (DEF BR 2) DEF is also concerned that it will be difficult to hold harmless customers 

who do not opt out. (DEF BR 1) 

TECO insists that "Allowing certain large customers to opt out of paying their fair share of 

ECCR costs would be contrary to Commission practice and would be inconsistent with the 

manner in which conservation costs are incurred pursuant to the Commission's implementation 

of FEECA." (TECO BR 3) Gulf states that an opt-out provision would be "a sharp and 

unwarranted departure from years of well-reasoned Commission policy and practice." (Gulf BR 

1) FPUC states that implementing an opt-out policy would be difficult and that overseeing an 

opt-out would be outside the Commission's purview, because the Commission does not have 

authority over the conservation actions of large customers. (FPUC BR 2-3) 

SACE states that the opt-out proposals from the petitioners are not sufficiently developed for the 

Commission to approve. (SACE BR I) 

OPC is concerned that an opt-out policy could harm the general body of ratepayers. (OPC BR 7) 
OPC states that the petitioners "have not convincingly demonstrated that cost shifting will not 

occur." (OPC BR 5) OPC also states that petitioners ignore that they benefit from energy 
efficiency programs that pass RIM even when the petitioners do not participate. (OPC BR 6) 
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Wal-Mart claims that Oklahoma has an opt-out policy, with an eligibility threshold of 15 million 

kWh of electricity consumption per year aggregated across all customer sites. (TR 54) Wal-Mart 

witness Baker also asserts that opt-outs exist in South Carolina for Duke Energy, as well as for 

other utilities in Missouri and West Virginia. (TR 54) 

FIPUG details that opt-out states include Texas, Virginia, Arkansas, Indiana, Louisiana, 

Missouri, North Carolina, Oklahoma, South Carolina, and West Virginia. (TR 512) Self-direct 

states include several Midwestern states from Ohio to Minnesota, most of the Mountain West 

and the Northwest United States. 12 (EXH 15) Lastly, FIPUG believes that its petition is similar to 

processes that other states have already done. (TR 527) 

TECO witness Deason opines that just because other states have an opt-out provision does not 

mean that an opt-out is an ideal path for Florida. (TR 459-460) TECO also comments that if the 

Commission were to pursue an opt-out policy, the Commission should explore opt-out states' 

policies, legislative mandates, and cost tests. (TR 496) FPL witness Koch states that special 

accommodations may exist in other states due to specific legislative and regulatory 

circumstances. (TR 145) FPL witness Koch declares that the petitioners have not proved that 

circumstances that led to opt-outs in other states would be germane to Florida. (TR 145) 

Like TECO and FPL, DEF witness Duff comments that other states allow opt-outs, but Florida 

has specific regulatory characteristics such as the FEECA statute. (TR 234) DEF witness Duff 

also contends "when looking at other states that have opt-out criteria, those criteria are often part 

of the overall landscape that was created and envisioned for energy efficiency." (TR 269) DEF 

witness Duff expands on this point by saying "if you've got a piece of legislation around energy 

efficiency and demand response and an opt-out wasn't contemplated in it, trying to put it in later 

may not align appropriately." (TR 294-295) DEF also mentions that opt-out energy savings must 

be verified in Ohio, but not in North Carolina. (TR 274-275) 

Staff Analysis: 
This issue represents the threshold question of the case. Primary stafrs analysis has been 

separated into four subparts: (1) impact on cost-effective conservation, (2) the potential for cost 

shifting, (3) equity and fairness concerns, (4) availability of custom incentive programs, and (5) 

implementation issues. Primary and alternative recommendations appear in each subsection and 

are summarized at the end of the analysis. 

Impact Cost-Effective ConsetVation 
A key question to consider when evaluating an opt-out policy is whether the proposals will result 

in more cost-effective conservation than when all ratepayers participate in, and pay for, utility

sponsored energy efficiency programs. The Commission currently sets demand-side management 
(DSM) goals and approves programs based on whether the associated demand and energy 

savings are cost-effective under the RIM test. 

12 Self-direct programs allow participating customers to direct the dollars they would have otherwise contributed to 

utility-sponsored programs to their own energy efficiency investments. 
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The petitioners-FIPUG and Wal-Mart-argue that they know their businesses best. (TR 52; TR 
51 0) PCS Phosphate agrees. FIPUG witness Pollock states "sophisticated energy consumers are 
better able (than the utility) to invest in cost-effective energy efficiency measures that meet their 
specific needs." (TR 51 0) The petitioners also insist that when they invest in energy efficiency 
on their own, all ratepayers benefit. Wal-Mart witness Baker comments, "[a] customer, whether 
commercial or industrial, that implements DSM and EE measures on its own yields network 
benefits for all of the Company's other customers. These network benefits include reduced 

overall energy cost that result from the reduced load and demand of the customers system." (TR 

47) 

Witness Baker states that Wal-Mart has made a commitment to improve energy efficiency by 

decreasing the energy intensity of its buildings by 20 percent by 2020. (TR 49) Wal-Mart uses 
various energy savings technologies including "daylight harvesting and optimization systems 
that monitor and adjust lighting intensity," "white membrane roofs .. .in certain parts of the 

country in order to lower cooling load," "heat recovery from (Wal-Mart's) refrigeration 
systems," efficient heating, ventilation, and air conditioning systems, LED lighting, and active 
dehumidification that decreases electricity consumption. (TR 49-50) FIPUG did not provide 

specific information on its members' energy efficiency projects, but did state that its members 
have employees "whose responsibilities include energy efficiency matters." (EXH 19, Bates 6) 

The petitioners further argue that paying the ECCR charges takes away from their ability to 
install cost-effective DSM measures. PCS Phosphate claims "customer charges imposed by the 
ECCR clause actually deplete the dollars available to those large customers for making the 
desired energy efficiency improvements." (PCS BR 3) 

The utilities counter the petitioners' testimony by stating that because the Commission sets goals 
and approves programs based on the RIM test, all ratepayers benefit from cost-effective DSM 
programs. Gulf witness Floyd, adopting the testimony of witness Todd, insists "The Intervenor 

witnesses correctly recognize the benefits of implementing demand response programs but fail to 
recognize that cost-effective (i.e. RIM-passing) energy efficiency programs also provide benefits 
that exceed costs to participating and non-participating customers alike." (TR 338) TECO 
witness Roche states, "An opt-out provision as proposed by the intervenor witnesses would 

exempt certain customers from sharing in the cost of investments in energy efficiency which 
benefit all customers." (TR 389) OPC notes that "witness Chriss acknowledged on cross 

examination that Walmart's opt-out proposal does not use a RIM test. (TR 128)" (OPC BR 7) 
OPC argues that, "The lack of application of a RIM test to the proposals tends to demonstrate 
that the general body of ratepayers will not benefit from these proposals." (OPC BR 7) 

The Commission has been presented an opt-out proposal previously when, according to TECO 
witness Deason, in Docket No. 930759-EG, "Two proposals were considered which would have 
markedly altered the manner in which costs were allocated and recovered. Both of these 
proposals contained aspects similar to the proposal of the intervenor witnesses in this 
proceeding." (TR 444) The Commission's order in Docket No. 930759-EG "found that cost
effective conservation programs benefit all customer classes. Thus, there was no need to give 
preferential treatment to certain customer classes or even certain customers within those classes." 
(TR 446-447) Similarly, the "Commission recognized this shared cost/benefit relationship in 
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Order No. 9974 dated April 24, 1981, wherein the Commission considered a similar opt-out 
proposal put forth by the Florida Industrial Power Users Group. The Commission rejected the 
proposal noting as follows: 'Because all customers will enjoy the benefits of such cost avoidance 
we direct that the authorized costs be recovered from all customers.' " {TR 442) 

In addition, it is important that the Commission's goals are based on energy and demand savings 
from incremental energy efficiency and demand-side management activities. FIPUG's proposal 
allows eligible customers to opt out without investing in incremental energy efficiency measures. 
witness Pollock explains that FIPUG's customer eligibility criteria would allow a customer to 
opt out by providing a letter stating that the customer "has invested or (intends to invest) in 
energy efficiency or has conducted an energy audit or analysis determining that there are no cost
effective energy efficiency measures." [Emphasis added.] (TR 515) 

Potential for Cost Shifting 
Wal-Mart presented Exhibits 38 and 39 to support its position that extensive levels of cost 
shifting are unlikely to occur. However, the utilities believe that an opt-out provision will cause 
cost shifting to other ratepayers. Gulf witness Floyd says he believes that cost shifting will occur. 
(TR 368) TECO witness Roche states that an opt-out policy would shift $0.7 to $2.4 million of 
costs to residential customers. (TR 391) Additionally, FPUC comments that cost shifting would 
occur. (FPUC BR 4) 

The utilities also express concerns that allowing some customers to opt out will result in DSM 
program costs being spread over fewer ratepayers, while the utilities' Commission-approved 
goals may be unchanged. DEF notes that if some opt-out customers insisted there were no cost
effective energy efficiency measures, part of DEF's DSM goals would be unchanged. (TR 177) 
TECO witness Deason states, "[A ]llowing certain customers to opt out would result in the total 
amount of cost-effective conservation costs being spread over fewer customers. This, in turn, 
would raise rates for those remaining customers and would be inequitable." (TR 44 7) 

As for the change, or lack thereof, in the goals, witness Duff states "it is not clear that he [FIPUG 
witness Pollock] is proposing that DEF be allowed to count the EE savings from opt-out 
customers towards its goal. . .I would note that Mr. Baker [Wal-Mart witness] includes no 
consideration for adjusting DEF's goals or allowing DEF to count EE savings achieved by opt
out customers." (TR 23 9) Gulf witness Floyd states, "whether certain customers opt out of those 
or not doesn't necessarily change the need to have those programs available to other customers." 
(TR 354) Witness Floyd continues, "We're still obligated to meet the goals and provide 
programs that will be available to all of our other customers." (TR 354) 

Utilities are also concerned about increased administrative costs to implement and maintain an 
opt-out provision. Witness Deaton states that the opt-out proposal would cause FPL to incur 
additional administrative costs. (TR 206) DEF witness Duff claims that there will be an 
administrative cost to verify the eligibility of customers who wish to opt out. (TR 235) Gulf 
insists "the issue of the administrative cost is obvious." (TR 349) 

The IOUs assert that residential customers would experience a negative rate impact from certain 
large commercial and industrial customers opting out of paying for energy efficiency because of: 
(I) spreading costs over fewer ratepayers, (2) potentially no or few changes to the DSM goals, 
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and (3) administrative costs from an opt-out provision. FPL estimates an opt-out policy would 

cause a $1.4 million to $4.6 million rate impact to residential customers, ranging from a two 

cents to eight cents monthly bill increase. (TR 225) DEF estimates that an opt-out provision 

would shift $599,000 to $1,979,000 in revenue requirements to residential ratepayers. (EXH 27, 

Bates 112- 114, 123) TECO estimates that an opt-out provision would increase the residential 

ECCR charge from 3.6 to 10.9 percent. (TR 391) Gulf estimates that an opt-out provision would 

increase the residential ECCR charge from 6.8 to 21.2 percent. (EXH 3 7, Bates 235-236) 

In response to a discovery request by OPC, the four largest IOUs estimated the rate impact on a 

typical residential monthly bill due to an opt-out provision. OPC requested the impact on 

residential rates under three hypothetical scenarios "whereby the largest (by revenue in each tier) 

non-residential customers comprising 1 0%, 20% and 30% of non-residential revenues would be 
eligible for and take advantage of such an option." (EXHs 11, 27, 34, 37; Bates 123, 210, 235-

236) The IOUs' responses to OPC's scenarios are presented in Table 2-1. Staff presents these 

estimates with the caveat that the full details of an opt-out provision are not yet known. 

Table 2-1 
Impact on Residential Monthly Bills at Varying Percentages 

0 f N R "d f I C t 0 f 0 t on- es1 en 1a us omers 1p11ng u 

Impact on Typicall,OOO kWh Residential Bill 

Utility 10°/o opt out 20°/o opt out 30°/o opt out 

DEF $0.03 $0.06 $0.10 

FPL $0.02 $0.05 $0.08 

Gulf $0.17 $0.34 $0.53 

TECO $0.09 $0.18 $0.27 

Sources: EXH 11; EXH 27, Bates 123; EXH 34, Bates 210; EXH 37, Bates 235-236 

Wal-Mart argues that opt-out customers would contribute energy savings in excess of the shifted 

costs. (Wal-Mart BR 14) Wal-Mart also contends that an opt-out "will reduce the utilities' 

program costs and the utilities' incremental fuel costs, with likely associated reductions in the 

need for future generation facilities, again without any direct costs being imposed on non
participating customers." (Wal-Mart BR 22) 

FIPUG witness Pollock advocates that the Commission "try to develop a program that 
meets ... guidelines so that nobody is harmed." (TR 549) Addressing the cost shifting concern, 

witness Pollock recommends a pilot program to start slow and see the consequences of 
implementation of an opt-out program. (TR 550) Lastly, witness Pollock believes a cost shift can 

be avoided "if done in a prudent and rational way." (TR 545) FIPUG comments that a well

designed opt-out program would avoid cost shifts through "making adjustments to existing 
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energy efficiency programs and counting the energy efficiency measures contributed by opt-out 
customers." (FIPUG BR 5) 

PCS argues that failing to enact an opt-out policy because of a concern over cost shifting would 
be an "administrative and implementation question" that should not be "sufficient reason for 
rejecting an otherwise sound policy." (PCS BR 5) 

Wal-Mart states that the reduction in ECCR revenues for the four largest Florida IOUs would be 
a total of $344,040 if Wal-Mart opted out. (EXH 38) Wal-Mart expresses that the impact on the 
ECCR revenue requirements of the four largest Florida IOUs from Wal-Mart alone opting out 
would be no more than 0.65 percent. (EXH 38) Nevertheless, this analysis only takes Wal-Mart 
into account and does not consider the potential for other large commercial or industrial 
customers, such as FIPUG's members, to opt out. Furthermore, Wal-Mart does not calculate, in 
Exhibit 38, the cost impact to the utilities from the added administrative expense of an opt-out or 
the impact on the ability of the utilities to meet the FEECA goals. 

Equity Concerns 
The petitioners believe there would be no equity issues from an opt-out provision because there 
would be "no undue burden placed on the utility's remaining customers as a result of the current 
opt-out proposal." (TR 521) In contrast, the petitioners insist that there is currently an equity 
concern with paying the full ECCR charges because for the petitioners, electricity is a large 
operating cost and the markets in which the petitioners operate are competitive. (TR 509-51 0) 
Meanwhile, many other states exempt industrial customers from paying for energy efficiency 
programs. (TR 512) Consequently, the petitioners insist that they are at a competitive 
disadvantage compared to companies in other states. 

In contrast to the petitioners, the utilities insist that an opt-out policy would be unfair to 
residential customers and other commercial/industrial customers that cannot or do not choose to 
opt out. FPL witness Deaton states that other customers will have to pay for the costs of an opt
out policy. (TR 223) DEF witness Duff declares that an opt-out provision could require DEF to 
change its goals. (TR 255) Witness Duff also comments that because in other states, Duke 
Energy "do[es] not have a separate charge for customers that opt-out, the administrative costs are 
just lumped in with the overall EE overhead costs." (TR 299) 

Additionally, FPL witness Koch notes that large commercial and industrial customers who wish 
to opt out benefit from load management programs that are paid for by residential customers. 
(TR 147) Utilities also express that an opt-out policy would be unfair for customers who do not 
meet the threshold. TECO witness Roche states that an opt-out policy "would be unfair to all 
customers who do not qualify to opt out or who elect not to do so." (TR 399) 

OPC is also concerned that "FIPUG and Wal-Mart's proposals as presented appear to fall short 
in meeting the Proponents' burden of demonstrating that the proposals would be fair to the 
general body of ratepayers." (OPC BR 5) OPC believes it is possible that an opt-out provision 
may shift costs, commenting that the petitioners have neither conclusively shown that utilities' 
DSM energy efficiency costs will fall or that the petitioners' failure to use a RIM test will leave 
harmless other customers. (OPC BR 6-7) 
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In addition to an energy efficiency specific opt-out provision, large commercial and industrial 

customers would still benefit from load management credits that are paid for by all customers, 

including residential customers. (TR 214; TR 218) Witness Deaton also expressed that FPL's 

ECCR credits to large commercial and industrial customers exceed $50 million per year. (TR 

219) TECO pays load management customers "incentives to be willing to shed load because 

their willingness to do so yields benefits to the company and its customers ... " (TR 395) TECO 

witness Roche states that in 2015, TECO has "$47 million budgeted for our ECCR 

expenditures." (TR 421) Witness Roche continues that FIPUG's interruptible customers in the 

GSLM-2 and GSLM-3 rates receive $17 million per year in credits while contributing $1.7 

million to total ECCR costs. According to witness Roche, "So, they get 3 5 percent of the money 

we basically collect to facilitate conservation programs." Witness Roche contends that an opt-out 

provision would reduce the annual ECCR costs paid for by FIPUG members from $1.7 million to 

$900,000, resulting in an $800,000 bill reduction for FIPUG's members. (TR 421-422) 

Customer Incentive Programs 
The four largest Florida IOUs currently offer large commercial and industrial customers custom 

incentive programs. (TR 191, 362) These programs allow eligible customers to design a custom 

program which would increase their conservation efforts and allow for rebates within the lOU's 

programs. The 2014 expenditures by the four largest IOUs are shown in Table 2-2. (EXH 3) All 

energy efficiency investments approved for a rebate under the custom incentive programs must 

pass the RIM test. The four largest IOUs stated that customers may suggest projects to be 

evaluated for a rebate under the custom incentive programs (TR 193-194; EXH 24 Bates 96; 

EXH 27 Bates 121; EXH 29 Bates 156; EXH 32 Bates 196) Witness Baker states that although 

he is aware of the custom incentive programs offered by the utilities, to the best of his 

knowledge, Wal-Mart has not participated. Witness Baker continues, "the process for doing that 

was so burdened that our energy managers ... made a business decision that it wasn't the right 

thing to do for that particular measure." (TR 74) Witness Baker states that the Florida IOUs' 

custom incentive programs are burdensome because "there's many forms you have to fill out" 

and the programs have "a number of different types of audit activity you have to do." (TR 82) 

Staff notes, however, that implementing the opt-out proposals could also result in audits and 

other requirements for the opt-out customers, especially if energy efficiency savings from these 

customers are counted towards utility goals. Witness Baker did not offer suggestions to make the 

utilities' custom incentive programs less burdensome. (TR 81-84) Primary staff believes that 

rather than implementing a complex and potentially costly opt-out policy, the Commission 

should direct the utilities to work with the petitioners to make the custom incentive programs less 

burdensome and more responsive to customer needs in order to increase customer participation. 
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Utility 

DEF 

FPL 

Gulf 

TECO 

Source: EXH 3 

Table 2-2 
f P 201410U E ncen 1ve rograms-

Total Expenditures 

$46,117 

$289,113 

$1,665 

$129,582 

Implementation Issues 

Issue 2 

d"t xpen 1 ures 

Incentives 

$20,944 

$245,132 

$1,000 

$101,415 

An opt-out policy would lead to numerous implementation issues that could add complexities to 

Commission processes and increase administrative costs. The petitioners argue that an opt-out 

can be implemented in such a way as to prevent cost shifting because an opt-out provision would 

reduce expected program costs. (TR 122, 511) Issue 3 addresses implementation issues in greater 

detail. 

Having stated that an opt-out provision will not shift costs, Wal-Mart then recommends that the 

Commission allow utilities to count estimated or reported energy efficiency from opt-out 

customers towards DSM goals. (TR 59) Wal-Mart also suggests that the IOUs split the ECCR 

charge into an energy efficiency portion and a DSM portion. (TR 70) Separating costs in the 

ECCR clause is discussed in Issue 1. 

While the petitioners advocate splitting the ECCR charge and counting opt-out energy efficiency 

investments toward goals, the utilities note that both Commission and utility internal processes 

would have to change and that such a change would add costs. FPL witness Deaton identifies 

"numerous process and system modifications that would be required in order to ensure proper 

tracking and handling of many of the accounts." Witness Deaton go on to say that, "Billing 

system changes include identification of the ECCR opt-out customers and creation of the 

additional charges in the rates and billing tables. New charges have to be added to ... data 

warehouse, rate reports and other financial reports." (TR 221-222) TECO asserts that an opt-out 

policy would cause the company to make programming changes to the customer information and 

billing system, changes to forecasting processes, and additional work for the customer service 

department. (EXH 29, Bates 138-139) 

Gulf states that not only would an opt-out policy "create additional costs and complexities" but 

also "will impact Gulfs ability to achieve DSM goals established by this Commission." (TR 

338) DEF comments that it would need to adjust the Commission's annual DSM goals. (EXH 

27, Bates 112-113) 
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The record is inconclusive over whether the ability to opt out of paying the ECCR charge will 

spur greater cost-effective conservation by large customers. Reducing ECCR charges for these 

large customers will reduce their bills. While these customers may increase their spending due to 

lower bills, there is no guarantee that these dollars will be invested in energy efficiency 

measures. Wal-Mart witness Baker states "the customer implementing the EE measure has every 

incentive to ensure that the implemented measures are cost effective." (TR 47) However, witness 

Baker stated that Wal-Mart does not use the Commission-approved cost-effectiveness tests such 

as the RIM test, the Participants' test, or the Total Resource Cost test. (TR 80) Because of this 

answer and a lack of further specifics on how the company and others would evaluate an energy 

efficiency investment, staff cannot definitely agree with Wal-Mart that an opt-out provision 

would lead to more cost-effective energy efficiency. 

Potential for Cost Shifting 
Primary staff believes that it will be difficult to design an opt-out policy in such a way as to 

prevent cost shifting to other ratepayers. At a minimum, preventing cost shifting would require 

that all additional administrative costs be paid by opt-out customers. Additionally, staff notes 

that preventing cost shifting would also require the Commission to either: (1) revisit the IOUs' 

DSM goals or (2) count cost-effective verified opt-out savings towards the IOUs' DSM goals. 

However, the record is inconclusive regarding whether revisiting the IOUs' DSM goals or 

counting verified opt-out customer savings towards the IOUs' DSM goals would prevent cost 

shifting. 

Equity Concerns 
Primary staff notes that a key contention of the petitioners is that they know their businesses best 

and are already making energy efficiency investments; therefore they should be able to opt out of 

paying for utility-sponsored energy efficiency programs. (TR 46; TR 118; TR 51 0) Primary staff 

counters that residential and small commercial/industrial customers also invest in energy 

efficiency. Under the petitioners' proposal, however, these customers would continue to pay the 

full ECCR charge. In addition, primary staff agrees with DEF witness Duffs statement that the 

administrative costs of an opt-out provision could be combined with overall energy efficiency 

overhead costs. This practice would mean that ratepayers who do not opt out are unfairly 

burdened with the administrative costs of accounting for opt-out customers. On the other hand, 

forecasting and separating the administrative costs of an opt-out provision may also be 

burdensome and costly for the utility and its ratepayers. 

Primary staff does not find sufficient evidence in the record to guarantee that opt-out customers 

would pay for all increased administrative costs, including the costs of internal changes such as 

billing system changes and Commission-specific changes such as changes to annual reporting 

and DSM goals. The petitioners have also not provided convincing evidence that other customers 

will not be harmed due to the interaction of an opt-out provision with the Commission's 

obligation to set goals under FEECA. Moreover, staff notes that aggregation of accounts (as 

proposed by Wal-Mart and FIPUG) may cause equity issues for single stores or smaller chains. If 

large chains such as Wal-Mart can aggregate stores to decrease their ECCR charges and smaller 
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stores cannot meet the threshold, then the operating cost of Wal-Mart stores will have unfairly 

decreased relative to the operating cost ofWal-Mart's competitors. (TR 202) 

Customer Incentive Programs 
The Commission's most recent DSM goals order requires that approved energy efficiency 

savings pass the RIM test and have a payback period greater than two years to minimize the 

number of free riders. Primary staff is concerned that Wal-Mart, FIPUG, and others would be 

able to opt out of paying for energy efficiency programs without guarantees that opt-out 

customers would achieve energy efficiency savings that would pass the RIM test and would have 

a payback period greater than two years. 13 In response to questioning by OPC, witness Baker 

acknowledged that Wal-Mart's proposal does not rely on a RIM test. (TR 80) Witness Chriss, 

however, states that if the Commission wants to run a RIM test on an opt-out customer's 

programs, "I don't think we'd necessarily be opposed to that." (TR 128) FIPUG was silent on 

using the RIM test on opt-out customers' energy efficiency investments. 

Utility-sponsored programs that pass the RIM test put downward pressure on rates and are 

therefore beneficial to the general body of ratepayers. The utilities' Commission-approved goals 

are based on the RIM cost-effectiveness test. (TR 339) Opt-out customers have proposed 

avoiding ECCR payments by making (or promising to make) energy efficiency decisions that are 

beneficial to these customers. It is reasonable to expect that some of these investment decisions 

will not pass the RIM test. Historically, the Commission has encouraged customers to use energy 

efficiently. Any customer has an incentive to make energy efficiency decisions that are in his or 

her own best economic interests. However, it is the role of the Commission to ensure that uti1ity

sponsored programs and related policies are in the best interest of the general body of ratepayers. 

Primary staff does not believe Wal-Mart and FIPUG have provided sufficient evidence that their 

Implementation Issues 
Primary staff believes that an opt-out provtston would be complex to implement in an 

appropriate manner that protects ratepayers who do not opt out. Counting savings from opt-out 

customers toward utility goals would entail additional utility actions and administrative costs, 

such as verification of opt-out customer savings and more complex annual FEECA reports. 

Additionally, staff observes that the record is incomplete on the full implementation details of an 

opt-out policy. An opt-out policy would require changes to the annual ECCR filings, DSM 

reporting, and the Commission's DSM goals. Such required changes are discussed in greater 

detail in Issue 3. As discussed above, it is reasonable to expect that at a minimum, an opt-out 

provision would require: (1) changes in billing, (2) more complex ECCR filings, and (3) 

verification that opt-out customers meet required thresholds. It is reasonable to expect that these 

efforts would have corresponding administrative costs. 

Conclusion 
Primary staff recommends that the Commission deny the petitioners' request for an opt-out 

provision for eligible large commercial and industrial customers. The Commission sets goals 

based on the RIM test. Cost-effective energy efficiency programs that pass the RIM test benefit 

13 Order No. PSC-14-0696-FOF-EU, issued December 16, 2014, Dockets Nos. 130199-EI, 130200-EI, 130201-EI, 

130202-EI, 130203-EM, and 130204-EM, In re: Commission review of numeric conservation goals of FPL, DEF, 

TECO, Gulf, FPUC, JEA, and OUC, pg. 43. 
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all ratepayers due to downward pressure on rates. The petitioners have not provided convincing 

evidence for the Commission to alter its long-held policy that since all ratepayers benefit from 
cost-effective DSM measures, all ratepayers should share in the costs. Additionally, staff 
observes that an opt-out policy will be difficult to implement without some degree of cost 

shifting to other ratepayers. As a result, equity concerns, whether from residential customers or 
from smaller commercial and industrial customers who cannot meet the opt-out criteria, seem 

likely to aris~ from an opt-out policy. 

The four largest IOUs currently offer custom incentive programs. (TR 191, 362) Primary staff 
believes that these programs are a viable alternative to an opt-out program. Under the custom 
incentive programs, large customers can suggest energy efficiency investments and receive a 
rebate if the projects pass the RIM test. (TR 193-194) During the hearing, however, Wal-Mart 

witness Baker noted that Wal-Mart does not take advantage of these custom incentive programs 
because "the process was so burdened." (TR 74) FIPUG witness Pollack asserts that participation 

in these custom incentive programs is relatively small. .(TR 537) Primary staff recommends that 
the Commission direct the utilities to work with the petitioners to make the custom incentive 

programs less burdensome and more responsive to customer needs in order to increase customer 
participation. 

Alternative Staff Analysis 
The petitioners have stated that businesses are in the best position to know their own 
opportunities for energy conservation. (TR 27, 51 0) Therefore, the petitioners contend that they 

can increase energy savings relative to utility-sponsored programs, if they are exempt from 
paying the energy efficiency (EE) program-related costs through the Energy Conservation Cost 

Recovery (ECCR) clause. (TR 516) While the petitioners have not provided persuasive evidence 
that demand and energy savings will increase if the Commission offers an opt-out program, staff 

notes that no parties have provided contrary evidence. 

Alternative staff believes that an opt-out provision would be consistent with the intent of FEECA 
if indeed these large business customers could produce demand and energy savings, independent 
of utility programs, that were determined to be cost effective under the current Commission 
approved standard, the RIM test. The Legislature's intent of FEECA is addressed in Section 

366.81, F.S., which states: 

The Legislature finds and declares that it is critical to utilize the most efficient and 

cost-effective demand-side renewable energy systems and conservation systems in 
order to protect the health, prosperity, and general welfare of the state and its 
citizens ... The Legislature further finds and declares that ss. 366.80-366.83 and 
403.519 are to be liberally construed in order to meet the complex problems of 
reducing and controlling the growth rates of electric consumption and reducing 
the growth rates of weather-sensitive peak demand; increasing the overall 
efficiency and cost-effectiveness of electricity and natural gas production and use; 
encouraging further development of demand-side renewable energy systems; and 
conserving expensive resources, particularly petroleum fuels. [Emphasis added.] 

Alternative staff notes that if the savings from these customers' efforts are cost-effective under 
the Commission's cost-effectiveness methodology, an opt-out provision could also be beneficial 
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to the general body of ratepayers. That is,· if the energy efficiency investments made by the 

petitioners as the result of an opt-out program pass the RIM test, these investments will tend to 
put downward pressure on rates. (TR 339) Staff notes that Wal-Mart witness Baker 
acknowledged that Wal-Mart does not use the RIM test in reviewing potential energy efficiency 
investments. (TR 80) Witness Chriss, however, stated that if the Commission wishes to run a 

RIM test on an opt-out customer's programs, "I don't think we'd necessarily be opposed to that." 
(TR 128) 

As discussed previously, the petitioners have not provided compelling evidence that demand and 

energy savings will increase if the Commission offers an opt-out program. In addition, the 
petitioners have not provided evidence that any demand and energy savings that do occur would 

meet the Commission's current approved cost-effectiveness methodology, i.e., pass the RIM test 
and have a payback greater than two years. Alternative staff believes, however, that the only way 
to fully vet this supposition is through a limited scope pilot program to collect the necessary data 
on the impact of an opt-out policy on: (1) customer energy and demand savings relative to 

expected savings under utility-sponsored programs; (2) whether these demand and energy 
savings are cost-effective under the Commission's approved cost-effectiveness methodology; 

and (3) whether cost shifting occurs and, if so, by how much. 

Alternative staff believes that an opt-out policy could result in cost shifting to customers 
ineligible to opt out as well as eligible customers electing not to opt out. The IOUs and OPC 
expressed concern that an opt-out provision will result in cost shifting to customers that are 
either ineligible to opt out or choose not to. (TR 368, 391, 447; FPUC BR 4) Wal-Mart 

presented Exhibits 38 and 39 to support its position that extensive levels of cost shifting are 
unlikely to occur. Addressing the cost shifting concern, FIPUG witness Pollack advocates a pilot 

program to start slow and see the consequences of an opt-out provision. (TR 550) Alternative 
staff agrees that a limited scope pilot program can be used to determine the level, if any, of cost 

shifting or cost savings, for the general body of ratepayers. 

There is conflicting evidence in the record regarding whether the petitioners desire an opt-out 
provision which includes FPUC. Through testimony by witness Baker, Wal-Mart stated thai 
these recommendations would apply to the four largest investor-owned utilities, Florida Power & 

Light, Duke Energy Florida, Tampa Electric Company, and Gulf Power Company. (TR 46) In 

response to staff interrogatories, however, Wal-Mart indicated that the proposal could apply to 

Florida Public Utilities as well. (EXH 22, Bates 35) FIPUG states that to the extent Florida 

Public Utilities has customers who would be eligible, they should be able to participate. (EXH 
20, Bates 19) Given the relatively small customer base of FPUC, alternative staff is concerned 
that a pilot program may unnecessarily burden FPUC's ratepayers. Therefore, alternative staff 
believes it is appropriate to limit the pilot program to the four largest IOUs: DEF, FPL, Gulf, and 
TECO. These four IOUs should be sufficient to collect the needed data to evaluate an opt-out 
policy. 

Alternative staff believes there is a potential that allowing large customers to opt out of a portion 
of ECCR charges and self direct these dollars toward conservation efforts could result in higher 
demand and energy savings. If these customers can achieve higher cost-effective savings, this 
could forward the goals of FEECA and reduce costs for the general body of ratepayers, assuming 
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these costs and savings are documented. Although the petitioners did not provide fully detailed 

opt-out proposals, alternative staff believes additional details can be discussed at a staff 

workshop. FIPUG witness Pollack did suggest to "start slow, but get it started and get the 

discussion on the table about what it would take to make this work and take it from there and put 

all the right minds in the right room and we'll come up with a solution." (TR 550) Therefore, 

staff recommends that the Commission direct the IOUs to work with the petitioners to develop a 

draft limited scope pilot opt-out program for Commission review, with a desire that the utilities 

work together to develop commonality in program specifics. In order to reduce the potential risk 

of cost shifting to other ratepayers, the draft pilot program must meet the parameters discussed in 

alternative stafr s analysis in Issue 3. The purpose of the pilot program is to collect data 

regarding the impact of an opt-out policy on: (1) customer energy and demand savings relative to 

expected savings under utility-sponsored programs; (2) whether these demand and energy 

savings can be achieved under the Commission's approved cost-effectiveness methodology; and 

(3) evaluate whether cost shifting occurs and, if so, by how much. 

Conclusion 
Alternative staff recommends that the Commission should direct staff to conduct a workshop or 

workshops for discussion among the parties to develop program standards for a limited scope 

pilot program that meets the parameters discussed in alternative staffs analysis in Issue 3. The 

Commission should direct that within 90 days of the workshop, the four largest IOUs should 

submit pilot opt-out program standards for Commission review and approval for implementation 

January 1, 2017, consistent with the parameters established in the alternative staff 

recommendation for Issue 3. The program standards shall also reflect any additional 

implementation details that are developed at the workshop. Alternative staff also recommends 

that to the extent possible, the four largest IOUs work together to develop commonality in 

program specifics. 

The IOUs should keep staff and the petitioners engaged in fulfilling the Commission's intent as 

questions arise. The purpose of the pilot program is to evaluate customer demand and energy 

savings, whether these savings are cost-effective, and the net impact on costs recovered from 

other ratepayers through the ECCR. 

Alternative staff recommends that the parties discuss at workshop an opt-out pilot program 

design in which customers participating in the pilot program will continue to pay the entire 

ECCR charge throughout the pilot program. At the end of each year, opt-out customers could 

receive a refund/credit for a portion of ECCR charges, capped at the energy efficiency program

related ECCR costs minus any administrative costs. To receive a refund/credit, each participating 

customer would be required to provide documentation to its IOU of the qualified energy 

efficiency investments made during the year. 
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Issue 3: If the Commission allows proactive customers to opt out of participating in, and 

paying for, a utility's Energy Efficiency programs, what criteria should the Commission apply in 

determining whether customers who wish to opt out are eligible to do so? 

Primary Recommendation: If the Commission approves the primary recommendation in 

Issue 2, then Issue 3 is moot. (Harlow, Lingo, Margolis) 

Alternative Recommendation: If the Commission approves the alternative staff 

recommendation in Issue 2, the Commission should direct staff to conduct a workshop with the 

parties to develop implementation of an opt-out pilot program for the four largest IOUs. 

Following the workshop, these four IOUs should be required to file an opt-out pilot proposal, 

and the associated tariffs, within 90 days based on the framework provided in alternative staffs 

discussion of this issue, including: (1) eligible customers should be determined based on an 

annual energy usage threshold of 15 million kWh, with no account aggregation allowed; (2) any 

administrative costs associated with an opt-out policy must be paid by the customers that elect to 

opt out and (3) any energy efficiency savings from an opt-out customer counted toward utility 

DSM goals must be incremental savings that meet the same cost-effectiveness criteria that 

utility-sponsored energy efficiency savings already must meet, and must be measureable and 

verified. The resulting proposed opt-out program standards and other necessary implementation 

details would be subject to Commission approval through the P AA process. Alternative staff also 

recommends that, to the extent possible, the four largest IOUs strive for commonality in their 

opt-out programs. The Commission should also direct the IOUs to engage with staff and the 

parties in fulfilling the intent of these guidelines as questions arise. (Shafer) 

Position of the Parties: 

FIPUG: The eligibility criteria should be as set forth by FIPUG expert witness Jeff Pollock 
in his pre-filed testimony. 

Wal-Mart: The eligibility criteria should be· as set forth in the surrebuttal testimony of Mr. 
Kenneth E. Baker, filed in this docket on May 20, 2015. 

PCS: PCS agrees with the eligibility criteria described by FIPUG. 

FPL: There is insufficient evidence in the record to identify any appropriate criteria 
which the Commission could apply to determine whether customers would be 
eligible to opt out of certain ECCR charges. Only arbitrary, self-serving criteria 
have been proposed, exacerbating the potential for future customer claims of 
unfair treatment. 

DEF: Any opt-out policy should be designed to not result in any cost-shifting to 
customers who do not or cannot opt out. There is insufficient evidence in this 
record for the Commission to meet this objective and specifically determine the 
criteria for determining eligibility for opt-out customers. 

TECO: The Commission should reject the very generally described opt-out proposals of 
FIPUG and Wal-Mart and thereby render this issue moot. If the Commission did 
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FPUC: 

SACE: 

have to decide this issue, it is clear that the criteria would be difficult and costly to 
devise and administer. 

The Commission should apply criteria to ensure that the utility and the non-opt
out customers are not harmed by the customers that elect to opt out. 
Considerations could include allowing utilities to adjust their DSM goals based on 
lost energy savings or allowing utilities to count reported savings toward their 
existing goals, requiring that incremental administrative costs associated with the 
opt-out program to be borne by the cost-causers and ensuring that non-opt-out 
customers are not required to bear additional expense. 

Criteria should be established that hold all customers, as well as the utility, 
harmless. The record does not, however, provide support for the establishment of 
such criteria; thus, a subsequent proceeding would be necessary to better define 
such criteria, appropriate allocation of costs, and impact on utility conservation 
goals. 

SACE reiterates that criteria should be based on best practices from self-direct 
programs in other states. The criteria proposed by Wal-Mart do not rise to the 
level of best practices. It is not clear that the Commission can establish generally 
applicable criteria through the commission order. 

While OPC has reservations about whether the opt-out programs as presented 
should be approved, at a minimum, the interests of the general body of ratepayers 
and various rate classes should be adequately safeguarded against undue rate 
impacts while achieving the intent of FEECA and Section 366.82(2), Florida 
Statutes, and the Commission should require that any qualifying proposals m~et 
its approved cost-effectiveness test (RIM), or other Commission approved tests. 

Staff Analysis: 

Positions of the Parties 
The petitioners, Wal-Mart and FIPUG, propose criteria to determine whether customers will be 

allowed to opt out of utility-sponsored energy efficiency programs. Florida's investor-owned 

utilities argue that there is insufficient evidence in the record to support the intervenors' opt-out 

criteria. The IOUs also claim that the evidence in the record is too general to implement an opt

out policy and that Wal-Mart and FIPUG have conflicting recommended criteria. Wal-Mart 
argues that to be allowed to opt out, customers should "implement their own energy efficiency 

programs and meet certain other criteria." (TR 50) The criteria that Wal-Mart recommends for 

customers to opt out include: 

• "Aggregated consumption by a single customer of more than 15 million kWh of 
electricity per year across all eligible accounts, meters, or service locations within 
each Company's service area." (TR 53) 
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• "To be designated an eligible account that account may not have taken benefits under 
designated EE programs within 2 years before the period for which the customer is 
opting out." (TR 53) 

• "An eligible account may not opt in to participate in the designated EE programs for 
2 years after the first day of the year of the period in which the customer first opts 
out." (TR 53) 

• "The customer must certify to the Company that the customer either (a) has 
implemented, within the prior 5 years, EE measures that have reduced the customer's 
usage, measured in kWh per square foot of space, or other similar measure as 
applicable, by a percentage at least as great as the Company's energy efficiency 
reductions through its approved EE programs ... or (b) has performed an energy audit 
or energy use analysis ... and confirms to the utility, that the customer has either 
implemented the recommended measures or that the customer has a definite plan to 
implement qualifying EE programs." (TR 53-54) 

FIPUG suggests that "eligibility be limited to loads of at least I megawatt (MW) either at a 
single delivery point or through aggregation, provided that each of the aggregated facilities are 
located in the utility's service area and are under common ownership and operation." (TR 5I4) 
FIPUG also recommends that customers that opt out of the ECCR charge provide a signed letter 
to the utility declaring that the customer "has invested (or intends to invest) in energy efficiency 
or has conducted an energy audit or analysis determining that there are no cost-effective energy 
efficiency measures." (TR 5I5) Moreover, FIPUG proposes that the letter of attestation contain 
the monitorable energy savings and be signed by a certified energy manager or licensed 
professional engineer. (TR 5I6) 

PCS supports the I MW eligibility criterion described by FIPUG witnes~ Pollock. (PCS BR 6) 
However, Wal-Mart's and FIPUG's criteria also share commonalities, specifically aggregation 
across multiple delivery points and certifications from the customer to the utility. (TR 53, 5I4) 

FPL states that the proposed eligibility criteria between Wal-Mart and FIPUG conflicts. (FPL BR 
I) FPL also argues "Rule 25-6.I 02, Florida Administrative Code, prohibits billing practices 
which seek to combine, for billing purposes, the separate consumption and registered demands of 
two or more points of delivery. Both of the opt-out proposals would do exactly that." (FPL BR 
I7) Although DEF opposes an opt-out provision, DEF states that Wal-Mart's suggestion to opt
out of energy efficiency charges based on kilowatt-hours of consumption rather than megawatts 
of demand would be more appropriate. (DEF BR 9) Like FPL, DEF opposes customer 
aggregation of separate locations. (DEF BR 9) 

TECO expressed concern that the opt-out criteria are too general, insufficient, and would lead to 
ongoing controversy. (TECO BR 24) Gulf states that Wal-Mart's and FIPUG's proposed criteria 
do not ensure that the utility and the remaining customers are not harmed. (Gulf BR II) FPUC 
comments that creating any opt-out criteria that are consistent with FEECA and contribute to 
meeting a utility's conservation goals would be difficult. (FPUC BR 3, 4) 
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OPC requests that eligibility criteria "safeguard the interests of the remaining general body of 

ratepayers and various rate classes against undue rate impacts." (OPC BR 2) OPC also states that 
FEECA should guide opt-out eligibility criteria, which should include the costs and benefits to 
customers and the general body of ratepayers. (OPC BR 8) 

SACE states opt-out criteria should be based on the evaluation, measurement, and verification 

(EM&V) methodologies from other states' self-directed programs. (SACE BR 1) SACE believes 
Wal-Mart and FIPUG's proposals are "not yet fully developed to warrant approval." (SACE BR 
1) 

A significant difference in eligible participants results from the differences in the eligibility 

criteria proposed by Wal-Mart versus the FIPUG proposal. Those differences are addressed in 
the following subsections. 

Energy versus Demand Threshold 
Wal-Mart witness Baker suggested customers must meet a 15 million kWh annual aggregated 

sales threshold to opt out. (TR 53) For 2014, Wal-Mart stated it had 131 stores in FPL's, 66 in 
DEF's, 36 in TECO's, and 25 in Gulfs respective service territories. (EXH 21, Bates 31) Wal

Mart's proposal would allow for aggregation of accounts for the stores in each lOU's territory in 
order to meet the sales threshold. In contrast, FIPUG witness Pollock proposed a 1 MW demand 

threshold criterion. 

The four largest IOUs provided data on the number of accounts that could meet Wal-Mart's and 

FIPUG's threshold eligibility criteria, assuming no accounts are aggregated. The data are 
presented in Table 3-1 below. 

Table 3-1 
N b urn ero f El" "bl A ts d P IQI e ccoun un er ropose d Th h ld res o s 

Customer Accounts that Meet Customer Accounts that Meet 
Utility Wai-Mart's 15 million kWh FIPUG's 1 MW Threshold 

Threshold (Unaggregated) (U naggregated) 

FPL 131 945 

DEF 79 521 

TECO 47 212 

Gulf 30 88 

Total 287 1,766 

Sources: EXH 24, Bates 92-93; EXH 27, Bates 116-117; EXH 29, Bates 143-144; 
EXH 32, Bates 194-195 

As Table 3-1 shows, the four largest IOUs estimate that the annual sales criterion proposed by 
Wal-Mart would result in up to 287 potential opt-out customers. In comparison, the demand 
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criterion advanced by FIPUG would result in up to 1, 766 potential opt-out customers. In 

contrast, FIPUG witness Pollock stated that if you adjust Wal-Mart's 15 million kWh annual 

sales criterion to demand, the criterion would correspond to approximately 3.0 to 3.5 MW of 

demand. (TR 534) 

Wal-Mart indicated a willingness to change the specific number of annual kWh sales necessary 

to qualify for an opt-out policy and further refine its proposed criterion. (TR 22-23) Wal-Mart 

also stated that it would be open to using FIPUG's 1 MW of demand criterion provided it has a 

contiguous type of property. (TR 67) 

Table 3-2 indicates the number of accounts that could meet Wal-Mart's and FIPUG's differing 

aggregated criteria. DEF and Gulf did not provide data as part of the record. 

Utility 

FPL 

DEF 

TECO 

Gulf 

t fA mpac o ccoun 
Table 3-2 

tA f ~ggrega 1on on 

Customer Accounts that meet 
Wai-Mart's 15 million kWh 

Threshold (Aggregated) 

71,000 

Not Specified 

9,957 

Not Specified 

El" "bl A igl e ccounts 

Customer Accounts that meet 
FIPUG's 1 MW Threshold 

(Aggregated) 

84,000 

Not Specified 

Not Specified 

Not Specified 

Sources: EXHs 24, 27, 29, 32; Bates 92, 93, 116, 117, 143, 144, 194, 195 

Table 3-2 shows that aggregation of accounts significantly increases the number of customers 

that could potentially opt out under the proposed thresholds. For example, FPL estimates that 

FIPUG's unaggregated criterion could result in 945 eligible accounts. (Table 3-1) In 

comparison, FPL estimates that FIPUG's aggregated criterion could result in 84,000 eligible 

accounts. (Table 3-2) TECO estimates that Wal-Mart's unaggregated criterion could result in 47 

eligible accounts (Table 3-1). In comparison, TECO estimates that Wal-Mart's aggregated 
criterion could result in 9,957 eligible accounts. (Table 3-2) 

Account Aggregation 
The parties disagreed about whether the aggregation of customer accounts should be allowed in 
meeting the suggested thresholds. FIPUG's witness argues for account aggregation. (TR 514) 

Wal-Mart similarly advocates that in order to meet the proposed opt-out thresholds, customers 

should be allowed to aggregate all customer accounts within a utility's service territory. (TR 51) 
For example, with aggregation, all Wal-Mart accounts within a utility's service territory could 
count toward Wal-Mart's suggested 15 million kWh sales threshold. 
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FPL witness Deaton testifies that aggregation would be discriminatory and contrary to Section 
366.03, F.S. (TR 202) According to witness Deaton, "Individually-owned retail stores would be 

at a competitive disadvantage if a chain store such as Wal-Mart were allowed to opt out of 
certain electric charges based on the aggregate load over multiple customer accounts, while 

customers with similar loads could not because they do not happen to be part of a chain." (TR 
202) DEF witness Duff states that aggregation would be costly, hard to verify, and illogical. (TR 
23 8) TECO witness Deason expresses some skepticism, saying "there are questions about 

whether it should or should not be aggregated." (TR 47I) 

Potential Changes to Commission Proceedings and Rules 
Current Commission and utility processes would require change in order to implement an opt-out 
provision. FPL states that it "would need to create a separate set of ECCR clause factors for opt

out customers. This will basically require duplicating the current ECCR processes including 
projection and true-up filings and the resulting FPSC audit." (EXH 24, Bates 89) DEF remarks 
that it would need to modify the Commission's annual goals. (EXH 27, Bates II3) 

TECO states that its forecasting practices would need to be modified. (EXH 29, Bates I38) Gulf 

comments that it would have to identify opt-out customers in its DSM annual reports and the 
whole FEECA process could be affected. (EXH 32, Bates I9I) Gulf declares "Removing large 
sets of customers from the potential list of participants upsets the design of both the (FEECA) 

goals and the plan and impacts utilities' ability to meet the established goals." (EXH 32, Bates 

I9I) 

Staff notes that in order to implement an opt-out policy, the following Commission activities 
would be affected and potentially require change: (I) DSM goals, (2) the annual ECCR filings 
and proceedings, and (3) each utility's annual DSM report. All of these processes are governed 

by Commission rules. Staff observes that changing these processes in order to implement an opt
out provision would potentially require rulemaking. 

The first rule that may require modification is Rule 25-I7.002I, F.A.C., Goals for Electric 
Utilities. This rule states that the Commission must set conservation goals for each utility every 

five years and that the utility must propose goals for ten years. Additionally, Rule 25-
I7.002I(4)(d), F.A.C., requires that the utility submit for approval a DSM plan with "the total 

number of customers or appropriate unit of measure in each class of customer (i.e. residential, 
commercial, industrial, etc.) for each year in the p Ianning horizon." Therefore, Rule 25-I7. 002I, 
F.A.C., may need to be modified to account for opt-out customers in the goals proceeding. Third, 
Rule 25-I7.002I, F.A.C., also contains the requirements for each utility's annual FEECA 
reports. These reports are required to be filed with the Commission each year by March I to 
provide information on each utility's efforts to meet its DSM goals. In order to implement an 
opt-out provision, the reporting requirements specified in the rule may have to change if savings 
from opt-out customers are counted toward the utilities' goals. 

Another rule that would likely be impacted is Rule 25-I7.0I5, F.A.C., Energy Conservation Cost 
Recovery. This rule states that each utility shall file an annual final true-up filing showing ECCR 
costs and revenues for the most recent twelve month historical period, an annual estimated/actual 
true-up showing eight months actual and four months projected ECCR costs and revenues, an 
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annual projection showing twelve months projected costs, and ECCR factors for the twelve 

month period beginning January 1 following the hearing. As discussed in Issue 1, staff believes a 

permanent opt-out provision, as proposed by the petitioners, may require rulemaking to modify 

Rule 25-17.015, F.A.C., because utilities will have to create a different set of ECCR factors for 

opt-out customers. 

Potential for Cost Shifting 
The parties disagree about whether an opt-out provision can be designed that avoids cost-shifting 

to customers, such as residential customers or smaller commercial and industrial customers, who 

do not meet the opt-out thresholds or elect not to participate in an opt-out program. 

Wal-Mart argues that opt-out customers' energy savings would exceed the cost shift. (Wal-Mart 

BR 13). Wal-Mart argues that a single large commercial or industrial customer that opted out 

would shift only 0.03 percent' of ECCR costs for FPL, 0.04 percent for DEF, 0.17 percent for 

TECO, and 0.65 percent for Gulf while contributing energy savings in excess of the cost shift. 

(EXH 38) Counting the benefits from energy saving~ as exceeding the lost revenues from opt-out 

customers, Wal-Mart witness Chriss does not expect an opt-out to cause any cost shifting. (TR 

122) 

FIPUG believes an opt-out customer will not create a cost shift because energy efficiency 

investment by an opt-out customer "is no different in concept from the utility directing its own 

cost-effective EE program for the benefit of its customers." (TR 520) FIPUG witness Pollock 
states "if the power and energy savings of an opt-out customer can also be counted by the utility 

toward meeting its conservation goals, the utility can reduce its expenditures. In other words, 

appropriately, there would be no costs to shift." (TR 511) Finally, FIPUG states that the only 

circumstance in which non-opt-out customers could be impacted is if the utility ignores the 

documented savings from the opt-out customers while still incurring the same level of energy 

efficiency program costs. (TR 521) 

FPL, however, believes that an opt-out would result in cost shifting. (FPL BR 3) FPL witness 

Koch testifies that the result of the petitioners' proposals is the same, "to shift prudently incurred 

energy conservation costs from "large" business customers, such as the companies they 

represent, to residential and small business customers." (TR 142-143) 

DEF comments that it is presently unclear whether cost shifting would occur; DEF believes 

implementation and opt-out customer behavior will determine whether cost shifting occurs. (TR 

258) DEF asserts "any opt-out policy must be designed so that no one, including the utility 

and/or any customer who does not or cannot opt out, is harmed by any customer opting out of 
paying for their share of particular charges." (TR 230) 

TECO asserts that an opt-out program would result in shift costs. (TECO BR 24) Witness 

Deason states, "if you take a segment of the customers which are currently being allocated costs, 

and they are taken out of that allocation, and the amount of cost stays the same, well, then it's 
going to increase costs for the remaining customers. That's just a mathematical certainty." (TR 

474) TECO witness Roche states that the value of energy savings from opt-out customers as well 

as the equity impacts to customers who do not opt out would be difficult to determine. (TR 419) 

Gulf insists that the opt-out "proposals would result in shifting of DSM-related costs to 

residential and small commercial customers who do not qualify to opt-out." (Gulf BR 2) Gulf 
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disputes Wal-Mart's and FIPUG's claim that program costs would fall enough to equal the 

decrease in program revenues. (Gulf BR 2) Gulf comments that commercial and industrial 

programs would continue to operate, and although variable program costs for commercial and 

industrial customers may decline, "Gulf would continue to incur fixed program costs in the form 

of labor, overhead, vendor contracts, etc. and variable costs in the form of incentive payments to 

non-opt-out customers." (GulfBR 3) 

FPUC believes "the record further reflects that, due to program fixed costs, there will likely be 

little or no savings produced through the implementation of an "opt out" program; thus, cost 

shifting to the remaining body of ratepayers would occur, contrary to the Petitioners' assertions." 

(FPUC BR4) 

OPC is concerned about cost shifting, stating "the information provided by the utilities in 

response to OPC discovery tends to indicate that cost shifting may well take place ... Further, 

Hearing Exhibit 38 introduced by Walmart during redirect appears to indicate that cost shifting 

could take place without a change in the programs." (OPC BR 4) SACE does not express a belief 

on the likelihood of an opt-out resulting in cost shifting. 

Recovery of Administrative Costs 
Table 3-3 shows Gulfs projected expenses from implementing an opt-out provision. Gulf notes 

the reasons for the increased administrative costs include its estimate of the need to acquire a 

customer tracking system, generate enrollment forms, create processes and documentation 

regarding an opt-out program, and verify energy and demand savings from customers. (EXH 32, 

Bates 190-191) 

Table 3-3 
P . t dAd .. t f E rojec e m1n1s ra 1ve xpenses- G If u 

One Time Expenses Annual Ongoing Expenses 

Low Range High Range Low Range High Range 

$250,000 $400,000 $100,000 $180,000 

Source: EXH 3 2, Bates 192 

Wal-Mart witness Baker questions whether administrative costs will increase due to an opt-out 

provision. Witness Baker states, "Wal-Mart does have serious questions about whether the 

administrative costs would increase or decrease because there would be less ... data to have to 

deal with given that there will be opt-out customers." (TR 76) Witness Baker also stated that 

Wal-Mart would be willing to pay administrative costs "within reasonable bounds." (TR 76) 

FIPUG witness Pollack notes there is a significant variance in the administrative cost estimates 

provided by the four largest IOUs. (TR 549; EXH 24, Bates 90; EXH 27, Bates 122; EXH 29, 

Bates 140; EXH 32, Bates 192) 

FPL expects billing system changes through "identification of ECCR opt-out customers and the 

creation of additional charge(s) in the rates and billing tables; new charge(s) to be added to all 

billing screens, data warehouse, rate and revenue report, and other financial reports .... " (EXH 

24, Bates 89) 
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DEF expects an opt-out option to create new administrative costs. These costs include 

determining eligibility by listing accounts, analyzing energy audit results, and reviewing the 

certifications of a license engineer or certified energy manager. (EXH 27, Bates 112) DEF also 

expects to inspect a sample of the facilities and track costs attributable to the opt-out program as 

a result of implementation. (EXH 27, Bates 112-113) 

Gulf anticipates that implementing an opt-out policy would lead to ECCR true-up, audit, and 

projection filing changes. This would include FEECA filing changes through modified ECCR 

schedules and identification of impacts of opt-out customers on Gulfs DSM program 

accomplishments. (EXH 3 2, Bates 190-191) 

It is evident that there will be administrative costs to implement an opt-out provision. These costs 

will include both up-front costs, such as billing changes, and recurring costs, such as verification 

that opt-out customers meet the eligibility thresholds. (EXH 27, Bates 112-113) The utilities 

contend that opt-out customers should pay these administrative costs. (TR 427) 

Implementation and DSM Goals 
The utilities and the parties are divided as to whether to count energy efficiency savings by opt

out participants toward DSM goals. The utilities contend that such savings should only count if 

opt-out customer savings pass the RIM and free rider criterion established by the Commission in 

the most DSM Goals docket. The petitioners believe all savings should be counted. OPC 

recommends that any savings by opt-out customers be counted only if subject to the same criteria 

established in the most recent DSM Goals docket. 

Wal-Mart suggests that the Commission allow the utilities to count projected or actual energy 

savings from opt-out customers towards the utilities' DSM goals. (TR 59) Wal-Mart does not list 

in its testimony or briefs any conditions that should apply to counting the energy savings towards 

DSM goals. Without running cost-effectiveness tests, Wal-Mart does say that "large customers 

who have undertaken their own conservation and energy efficiency programs provide these 

benefits to all customers at no cost to those customers." (TR 47) 

FIPUG recommends that the Commission allow the utilities to count energy and demand savings 

from opt-out customers towards the utilities' DSM goals under the condition that the energy and 

demand savings are measured and verified. (TR 506, 521, 523, 529) FIPUG states that individual 

companies, when evaluating an energy efficiency investment, use differing criteria to analyze 

whether the benefits to the company of investing in energy efficiency exceed the costs. (EXH 19, 

Bates 5) FIPUG also comments that "eligible opt-out customers .. .invest based on projected 

energy efficiency measures and corresponding energy savings." (EXH 20, Bates 17 -18) 

FPL does not elaborate on conditions that should apply to counting savings towards goals. FPL 

witness Koch does state "[t]he discussion in the testimony of the Wal-Mart witnesses about its 

independent implementation of DSM is nothing more than a good illustration of free ridership. 

Their corporate objectives, as provided in the testimony, appear to require implementation of 

DSM." (TR 145) 

DEF believes a RIM test is a key condition for counting opt-out customers' energy savings 

towards DSM goals because "when you're talking about an individual customer, they might 
include costs that wouldn't be included in the RIM test in their evaluation. And they might 
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include benefits that wouldn't be included in the RIM test evaluation." (TR 293) In addition to a 

RIM test, DEF recommends energy savings have less than a two-year payback. (TR 284-285) 

DEF also suggests a condition that opt-out customers not count "savings that had been achieved 

up to five years previously." (TR 297) DEF's witness thinks this condition is reasonable because 

"the (DSM) goals are prospective. Utilities don't take-don't get to take credit for things that 

have been done in the past." (TR 297) 

TECO is in favor of a two-year payback as a minimum condition to count opt-out customer 

energy savings towards DSM goals. (TECO BR 12) TECO notes that its DSM programs "are 

measurable and verifiable ... (and) meet the Commission's cost-effectiveness test." {TR 388) In 

contrast, TECO believes that the energy savings from opt-out proposals are not measurable and 

verifiable. (TR 388) 

TECO also states that customer actions that reduce energy, with little reduction in demand, may 

not pass a RIM test. (TR 491-492) TECO comments, "Wal-Mart's No. 1 project for energy

efficiency .. .is they installed 1,657 meters in U.S. stores. Those sub-meters will not pass cost

effectiveness. In fact, it will not pass RIM." (TR 412) TECO believes that cost-effectiveness 

tests are key because "if the opt-out customers have taken such measures to remain competitive 

and improve their bottom-lines ... such action does not necessarily result in lower costs through 

the ECCR." {TR 452) 

Gulf states that if an opt-out were to occur, the Commission should set conditions for counting 

goals to "ensure that customer implemented energy efficiency measures produce savings which 

are cost-effective and reliable (i.e. RIM-passing or some other objective metric)." (Gulf BR 12) 

In addition to being cost-effective through the RIM test, Gulf also believes opt-out customers' 

energy savings must be obtainable and able to be verified. (TR 343) 

OPC recommends a cost-effectiveness test such as the RIM test to ensure that opt-out customers' 

energy savings meet the same requirements that the Commission uses to set DSM goals. (OPC 

BR8) 

TECO witness Deason states that "it is important for all customers, not just opt-out customers, 

to look for ways to conserve and to take beneficial action where appropriate. If the opt-out 

customers have taken such measures to remain competitive and improve their bottom-lines, they 

have certainly acted rationally and appropriately. However, such action does not necessarily 

result in lower costs through the ECCR." (TR 452) 

Rule 25-17.0021 (3), F.A.C., Goals for Electric Utilities states "each utility's projection shall 

reflect consideration of ... free riders." The Commission approved the two-year payback 

methodology in its most recent goals orders as an appropriate mechanism for addressing 

potential free riders. 14 Conversely, if opt-out energy efficiency savings are not counted towards 

goals, staff notes that cost shifting may occur between opt-out participants and opt-out non

participants. In this case, utilities would not be expected to experience reduced program costs. 

14 Order No. PSC-14-0696-FOF-EU, issued December 16, 2014, in Dkt. Nos. 130199-EI, 130200-EI, 130201-EI, 

130202-EI, 130203-EM, and 130204-EM; In re: Commission review of numeric conservation goals of FPL, Duke, 

TECO, Gulf, FPUC, JEA, and OUC, pg. 43. 
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Wal-Mart recommends that there should be a sufficient time period during which an opt-out 

account may not have taken benefits under designated energy efficiency programs before opting 

out. (TR 53) Wal-Mart also recommends that there should be a sufficient amount of time after 

opting out before a customer can opt into an energy efficiency program. (TR 53) 

Wal-Mart's recommendations are a way to address the potential for some customers to game the 

system by opting out or into energy efficiency programs at will in order to reduce ECCR charges 

one year while receiving rebates by the utility the next year. FIPUG witness Pollock did not 

seem to disagree with Wal-Mart's opt-out window proposal, calling it "a little more detailed" 

and expressing no significant objections to an opt-out window. (TR 534) 

Verification of Energy Savings 
Wal-Mart's proposed method for verification of energy savings is that "the customer certify to 

the company (utility) that the customer has either (a) has implemented, within the prior 5 years, 

EE measures that have reduced the customer's usage, measured in kWh per square foot of 

space ... by a percentage at least as great as the company's (utility's) energy efficiency reductions 

through its approved EE programs ... or (b) has performed an energy audit or analysis within the 

three year period preceding the customer's opt out request and confirms to the utility, that the 

customer has either implemented the recommended measures or that the customer has a definite 

plan to implement qualifying EE programs within 24 months." (TR 53-54) 

FIPUG's suggests that savings verification be done by a letter from the opt-out customer to the 

utility. "In addition to attesting that the customer has determined (as a result of an audit or 

analysis) that there are no cost-effective energy efficiency measures or has invested in energy 

efficiency measures, the letter should include a certification of the verifiable power and energy 

savings. The certification should be signed by a licensed professional engineer or certified 

energy manager." (TR 516) 

FPL states that verification for its Business Custom Incentive program is handled by each 

customer providing engineering information on kW and kWh savings and the costs to the utility. 

(TR 152) Then, FPL runs cost-effectiveness tests before handing out rebates. (TR 152) 

Duke prefers FIPUG's suggested certification signed by a licensed professional engineer to Wal

Mart's proposal. (TR 239) Duke states that in Duke Energy Ohio, customers can self-certify, but 

the process is "very rigorous." (TR 273) In Duke Energy South Carolina and North Carolina, 
Duke must rely upon the customer's attestation of energy savings. (TR 275) However, unlike 

Florida, South Carolina and North Carolina lack DSM goals. (TR 275) Duke believes a state like 

Florida with DSM goals should "have a more rigorous requirement for measurement verification 
from a customer who would elect to opt out." (TR 276) 

TECO states that measurement and verification is very important because TECO is accountable 
to the Commission for annual DSM goals. (TR 402-403) Much like FPL, for TECO's current 

commercial and industrial DSM rebate program, TECO determines if it needs to "do 

measurement verification beforehand or ... take the word of ... customers." (TR 431) Then TECO 
runs cost-effectiveness tests before approving the project to qualify for the commercial and 
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industrial DSM program. (TR 431) Finally, "after the customer actually does the project, 

depending on the kW savings, the threshold of it, then (TECO will) issue the check either in one 

part after 90 days of successful operation, and then the second portion of that check after a year." 
(TR431) 

Primary Staff Analysis and Conclusion 
If the Commission approves primary staffs recommendation in Issue 2, then Issue 3 is moot. 

Alternative Staff Analysis and Conclusion 
If the Commission determines in Issue 2 to direct the parties to develop and implement an opt

out pilot program, specific implementation items addressed at hearing should be approved as 
recommended below. Where record support in this case does not provide a sufficient basis for an 

affirmative decision, a workshop or workshops should be conducted to address remaining 
implementation details. The following analysis addresses those implementation details and 
processes. As discussed in the alternative staff analysis to Issue 2, the purpose of the pilot 

program is to collect data regarding the impact of an opt-out policy on~ ( 1) customer energy and 
demand savings relative to expected savings under utility-sponsored programs; (2) whether these 
demand and energy savings can be achieved under the Commission's approved cost

effectiveness methodology; and (3) whether cost shifting occurs and, if so, by how much. 

Participation Threshold and Account Aggregation 
As shown in Table 3-1, the Wal-Mart proposed opt-out participation threshold of 15 million 
kWh yields the lowest eligible number of participants for the four largest IOUs. For the purposes 

of a pilot program, minimizing the number of eligible participants will also minimize total 
implementation and program administrative costs. Thus, alternative staff recommends that for 
the purposes of a pilot program, the Wal-Mart recommended 15 million kWh threshold is 

appropriate. 

Table 3-2 shows customer eligibility based on Wal-Mart's proposed account aggregation 
methodology for both the 15 million kWh energy threshold and FIPUG's proposed 1 MW 

demand threshold. Account aggregation significantly increases the number of eligible customers. 
For the purposes of a pilot program, minimizing the number of eligible participants will also 

minimize total implementation and program administrative costs. Thus, alternative staff 
recommends that for the purposes of a pilot program, the Wal-Mart 15 million kWh threshold 

unaggregated is appropriate. 

Cost Shifting 
Alternative staff believes that customers who are not eligible or elect not to participate in an opt
out program should be held harmless from an opt-out provision. The record reveals that two 
elements in the design of an opt-out provision are necessary to prevent cost shifting. First, any 
administrative costs associated with an opt-out provision must be paid by the customers that elect 
to opt out. Second, savings from opt-out customers must either be counted towards utility DSM 
goals, or utility DSM goals must be adjusted for the impact of lost conservation from opt-out 
customers. In its most recent goals Order, the Commission approved goals based on the RIM test 
coupled with the Participants' Test to ensure that utility-sponsored energy efficiency programs 
will benefit the general body of ratepay~rs. Therefore, alternative staff recommends that only 
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those energy efficiency measures that pass RIM and have a minimum two-year pack period be 
eligible for ECCR opt-out credits. 15 

Recovery of Administrative Costs 
In order to protect customers that do not meet the opt-out threshold or elect not to participate, 
alternative staff recommends that opt-out customers should pay any utility administrative costs 

associated with implementing and maintaining an opt-out provision. The Commission has a long 

history of requiring the cost-causer to pay- for the increased costs. In this case, the opt-out 
customers would cause utilities to incur additional costs, which FPL estimates to be between 

$3.3 million and $7.8 million for one-time costs and $150,000 to $950,000 for annual recurring 
costs. (EXH 24, Bates 90) TECO estimates one time costs of $140,000 and annual recurring 
costs of$141,000. (EXH 29, Bates 140) Staff notes that customers who do not opt out receive no 

benefit from the additional administrative costs that utilities expect to incur to implement an opt

out provision. Alternative staff recommends that to the extent possible, administrative costs 
associated with implementation of an opt-out program be borne by the opt-out participants. 

DSMGoals 
Alternative Staff agrees with OPC that any opt-out customer savings that are counted toward 
goals should be required to meet the same tests required by the Commission in setting goals. 
(OPC BR 8-9) That is, in order for an opt-out customer to qualify for an offset to its ECCR 

energy efficiency related costs, the individual customers' investment must meet both the RIM 
test and the two-year payback criterion. In that way, the savings will count toward the utilities 

DSM goals as determined by the Commission. Alternative staff also agrees with TECO witness 
Deason's contention that cost-effective conservation decisions by individual customers may not 
always result in lower costs through the ECCR. (TR 452) Pursuant to the Commission's recent 

decision in the approvals of utility demand side management plans, utility sponsored progran1s 
that count to DSM goals must be monitorable and verifiable. Thus, alternative staff recommends 

that energy efficiency investments by opt-out customers must meet the Commission approved 
RIM test and two-year payback criterion. In addition, in order for opt-out customer savings to 
count to utility DSM goals the savings must be monitorable and verifiable. 16 

Opt-out Timing and Verification of Savings 
Alternative staff believes that record is incomplete regarding an opt-out/opt-in window and any 
other timing issues. The record is likewise inconclusive relating to the appropriate method for 

verification of energy savings under an opt-out program. Such details shall be addressed in 

work~hop. 

Workshop Framework 
As discussed in the alternative staffs recommendation to Issue 2, alternative staff believes a 
pilot program is appropriate to collect data regarding the impact of an opt-out provision on 
demand and energy savings and ECCR costs. FIPUG and Wal-Mart have provided suggested 
criteria and the IOUs have raised the need for additional information to present criteria for the 

15 Order No. PSC-14-0696-FOF-EU, issued December 16, 2014, in Dkt. Nos. 130199-EI, 130200-EI, 130201-EI, 

130202-EI, 130203-EM, and 130204-EM; In re: Commission review of numeric conservation goals of FPL, DEF, 

TECO, Gulf, FPUC, JEA, and OUC, pg. 13, 24. 
16 Order No. PSC 15-0323-FOF-EG, isssud August 11, 2015, in Dkt. No. 150081-EG, In Re: Petition for approval 

of demand-side management plan of Tampa Electric Company, p. 4. 
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Commission's review. Further details can be developed through a staff workshop and through 

the four largest IOUs' working with the parties. The Commission should direct staff, the IOUs, 

petitioners, and the other parties to address the implementation details enumerated below, plus 

any additional details needed to implement an opt-out pilot program. In addition, the 

Commission should direct the four largest IOUs, within 90 days of the workshop, to file pilot 

opt-out program standards for Commission review and approval. The resulting proposed opt-out 

program standards and other necessary implementation details would be subject to Commission 

approval through the P AA process. 

1. As recommended in the alternative recommendation to Issue 1, a topic of the workshop 

should be the appropriate methodology to identify and separate energy efficiency ECCR 
costs for opt-out customers. The workshop should also address: (1) the appropriate 
allocation of common costs, and (2) the identification and treatment of any administrative 
costs related to an opt-out provision. The appropriate treatment of these costs within the 

utilities' ECCRjilings was not fully addressed in the petitioners' proposals. 

2. Alternative staff suggests an opt-out pilot program of at least three-years long to capture 
the timing of the ECCR process, plus time to evaluate the results. The appropriate length 

of an opt-out pilot program was not addressed during the hearing. 

3. Eligibility threshold: 

a. Alternative staff recommends that the eligibility threshold should be set at 15 
million kWh annual energy usage, as suggested by Wal-Mart. (TR 53) The IOUs 
provided an estimate that this will result in 287 total eligible customers in the four 
largest IOUs' territories. (EXH 24, Bates 92-93; EXH 27, Bates 116-117; EXH 
29, Bates 143-144; EXH 32, Bates 194-195) 

b. Alternative staff recommends that account aggregation should not be allowed for 
a pilot program in order to meet the sales threshold. Further, account aggregation 
for purposes of an opt-out policy appears to violate the Commission's conjunctive 
billing rule, Rule 25-6102, F.A.C. 

4. Counting energy efficiency savings from opt-out customers: 

a. Alternative staff recommends that such savings meet the Commission's required 
cost-effectiveness criteria from its most recent goal setting order. Approved 
energy efficiency savings must pass the RIM test and have a payback greater than 
two years to minimize the number of free riders, as the Commission ordered in its 
review of the IOUs' most recent conservation goals. 17 

b. Alternative staff recommends that savings be measurable and be verified by the 
utility, which can include information provided by an independent engineer 

17 Order No. PSC-14-0696-FOF-EU, issued December 16, 2014, in Dkt. Nos. 130199-EI, 130200-EI, 130201-EI, 

130202-EI, 130203-EM, and 130204-EM; In re: Commission review of numeric conservation goals of FPL, DEF, 

TECO, Gulf, FPUC, JEA, and OUC, pg. 43. 
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contracted by the customer. The details of appropriate evaluation, measurement, 

and verification were not addressed in the hearing. 

5. Alternative staff recommends that any reasonable and prudent administrative costs 
associated with implementing an opt-out provision should be recovered from opt-out 
customers. Evidence was presented to support opt-out customers paying reasonable 

administrative costs relating to an opt-out provision. 

6. As discussed previously, alternative staff believes the participating opt-out customers 

should continue to pay the entire ECCR charge throughout each year of the pilot 

program. This item was not addressed during the hearing. 

7. Alternative staff suggests as a framework that at the end of each year, opt-out customers 
could receive a refund/credit for a portion of ECCR charges, capped at the energy 

efficiency program-related ECCR charges minus any administrative costs. To receive a 
refund/credit, each participating customer would be required to provide documentation to 
its IOU of the qualified energy efficiency investments made during the year. This process 

was not addressed during the hearing. 

8. Alternative staff believes it is appropriate for utilities to consider an opt-in window, i.e., a 
specified time period in which interested customers must indicate they wish to participate 

in the pilot program. Wal-Mart addressed an opt-in window as well as the ways to 
prevent gaming of an opt-out provision during the hearing. (TR 53) Alternative staff does 

not believe the record is sufficient to make a recommendation on an opt-in/opt-out 

window and suggests further discussion of this concept at workshop. 

In conlusion, the Commission should direct Commission staff to conduct a workshop(s) to 

determine any other details necessary to implement an opt-out pilot program. The details include, 

but are not limited to: 

o Methodology to avoid and/or minimize cost shifting 
o Methodology to identify and recover administrative costs 
o Methodology for evaluation, measurement, and verification of opt-out savings 
o Appropriate time duration of pilot program 
o Appropriate methodology to identify energy efficiency program-related costs in 

the ECCR clause for the purpose of calculating the opt-out customer's refund cap. 
o Necessary data and reporting to facilitate evaluation of the pilot program. 
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Recommendation: If staffs primary recommendation in Issue 2 is approved, the docket 

should be closed after the time for filing an appeal has run. If the Commission denies staffs 

primary recommendation in Issue 2, this docket should remain open pending further Commission 

action. 

Staff Analysis: The docket should be closed 32 days after issuance of the order, to allow the 

time for filing an appeal to run. If the Commission denies stafrs primary recommendation in 

Issue 2, this docket should remain open pending further Commission action. 
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Wai-Mart 

Basic Proposal- Would allow customers that meet 
Energy Efficiency defined criteria and satisfy their 
Programs EE responsibilities to opt out of 

participating in utility-sponsored 
EE programs. These customers 
would be exempt from paying 
costs associated withEE programs 
through the ECCR charge. 

Basic Proposal - Customers that elect to opt out of 
Demand Response utility-sponsored EE programs 
Programs could still participate in utility-

sponsored demand response 
programs and would pay the 
associated demand response 
ECCR charges. 

EE Commitments Customer must certify that it: (1) 
has implemented within the prior 
5 years, EE measures that have 
reduced the customer's usage by 
percentage at least as great as 
utility's EE programs, or (2) has 
performed an energy audit within 
the previous 3 years and has 
implemented the recommended 
measures or has a plan to do so 
within 2 years. 

Eligibility Threshold Customer energy usage of 
15 million kWhs per year 

Account Aggregation Yes. Across all eligible accounts, 
meters, or service locations within 
each utility's service territory 

Other Criteria Eligible account may not have 
taken benefits under EE programs 
within 2 years before (or 2 years 
after) the opt-out period 

Sources: TR 46, 51, 53, 54, 505, 506, 514-516 
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Attachment A 

roposa s 
FIPUG 

Would allow certain customers 
that have implemented (or plan to 
implement) EE measures to be 
exempt from paying ECCR 
charges for the costs associated 
with the EE services the utilities 
provide. 

Customers that elect to opt out of 
utility-sponsored EE programs 
could still participate in utility-
sponsored demand response 
programs and would pay the 
ECCR charges associated with 
demand response programs. 

Customer must provide a letter to 
utility stating that the customer 
has invested (or intends to invest) 
in EE or has conducted an energy 
audit or analysis determining that 
there are no cost-effective EE 
measures. 

Non-residential customers with 
demand of at least 1 MW 

Yes. Provided that each of the 
aggregated facilities is located in 
the utility's service area and under 
common ownership and operation. 

Opt-out letter has a term of not 
less than 3 years. 
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