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State of Florida

-3E

DATE:

TO:

FROM:

RE:

AGENDA:

Public Service Commission
Capital Circle Office Center • 2540 Siiumard Oak Boulevard

Tallahassee, Florida 32399-0850

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

December 22, 2015

Office of Commission Clerk (Stauffer)

Office of Telecommunications (S. Deas)?^©-
Office of the General Counsel (B. Lherisson, L. Ames)

Application for Certificate of Authority to Provide Telecommunications
Service

1/5/2016 - Consent Agenda - Proposed Agency Action - Interested
Persons May Participate

SPECIAL INSTRUCTIONS: None

Please place the following Application for Certificate of Authority to Provide
Telecommunications Service on the consent agenda for approval.

DOCKET

NO. COMPANY NAME

150212-TX PacOptic Networks, LLC

150206-TX Webpass Telecommunications LLC

CERT.

NO.

8883

8884

The Commission is vested with jurisdiction in this matter pursuant to Section 364.335, 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 DEC 22, 2015
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FPSC - COMMISSION CLERK



Item 2 



State of Florida 

DATE: 

TO: 

FROM: 

RE: 

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

T ALLAI1ASSEE, FLORIDA 32399-0850 

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

December 22, 20 15 

Office of Commission Clerk (Stauffer) 

. \p;f~L · (-
office ofthe General Counsel (Page-~ . \\cJ1 ~ 
Office of Consumer Assistance and Outreach (Fo_rsman,Valdez de Gonzalez) 
Division of Economics (Draper, Rome) ..--: ~1> @lrJ 
Division ofEngineering (Wooten) t/J/2 ' tJ~\fh 

• 
Docket No. 150207-EI - Petition for initiation of formal proceedings pursuant to 
Rule 25-22.036, F.A.C. , by Timothy Musser. 

AGENDA: 01/05/16 - Regular Agenda - Proposed Agency Action for Issue 2 - Interested 
Persons May Participate 

COMMISSIONERS ASSIGNED: All Commissioners 

PREHEARING OFFICER: Brown 

CRITICAL DATES: None 

SPECIAL INSTRUCTIONS: None 

Case Background 

Section 366.03, Florida Statutes (F.S.), states that each public utility shall furnish to each person 
applying for service, reasonably sufficient, adequate, and efficient service. The Commission has 
jurisdiction, as set forth in Section 366.04, F.S., to regulate and supervise each public utility with 
respect to its rates and service. 

Rule 25-22.032, Florida Administrative Code (F.A.C.), implements Chapter 366, F.S., and 
establishes informal customer complaint procedures that are designed to address disputes, subject 
to the Commission's jurisdiction, that occur between regulated companies and individual 
customers. Under this rule, any customer of a Commission regulated company may file a 
complaint with the Commission's Office of Consumer Assistance and Outreach whenever the 

FPSC Commission Clerk
FILED DEC 22, 2015
DOCUMENT NO. 07973-15
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customer has an unresolved dispute with the company regarding electric, gas, telephone, water, 
or wastewater service. 

On January 27, 2015, Timothy Musser filed an informal complaint with the Commission against 
Florida Power & Light Company (FPL).  In his complaint, Mr. Musser alleged that FPL had 
wrongfully accused him of meter tampering, had improperly back billed him, and that FPL had 
wrongfully billed him for investigative costs related to FPL’s investigation of the alleged meter 
tampering.  Mr. Musser further stated that he could not afford to pay his existing balance owed to 
FPL in the amount of $2,813.81 in order to avoid disconnection of his electric service. 

On April 2, 2015, and September 9, 2015, staff advised Mr. Musser that his informal complaint 
had been reviewed and he had an opportunity to file a petition for formal proceedings.  Mr. 
Musser filed a petition for initiation of formal proceedings on September 18, 2015.  The petition 
generally reiterates his claims set forth in his informal complaint.  In the formal complaint, Mr. 
Musser claims that the amount of his deposit was based upon usage by previous individuals who 
lived at his address and that it was “wrong.”   He also states that he is filing a formal complaint 
because FPL has falsely accused him of theft and meter tampering.  Mr. Musser further states 
that his bill has not changed and that FPL wants him to pay for something he did not do.  Mr. 
Musser contends that he “did nothing wrong” and that his “civil rights” were violated.                                                                                

On October 1, 2015, FPL filed a Motion to Dismiss the Complaint.  FPL asserts that Mr. 
Musser’s complaint fails to cite any statute, rule or order which FPL allegedly violated and 
should therefore be dismissed because it does not meet the requirements of Rule 25-22.036, 
F.A.C.  FPL contends that even when the complaint is read in a light most favorable to Mr. 
Musser, it fails to specify a cause of action and should therefore be dismissed. 

Staff notified Mr. Musser that a motion to dismiss had been filed and that he could provide a 
response to FPL’s Motion to Dismiss Complaint.  Mr. Musser has not filed a response to the 
motion to dismiss or provided any other information in support of his complaint. 

This recommendation addresses whether FPL’s Motion to Dismiss Complaint should be granted 
and the appropriate disposition of Mr. Musser’s complaint against FPL. The Commission has 
jurisdiction over this matter pursuant to Section 366.04, F.S. 
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Discussion of Issues 

Issue 1:  Should the Commission grant FPL’s Motion to Dismiss Complaint for failure to 
comply with the pleading requirements set forth in Rule 25-22.036, F.A.C.? 

Recommendation:  The Commission should grant in part, and deny in part, FPL’s Motion to 
Dismiss Complaint. (Page) 

Staff Analysis:  To sustain a motion to dismiss, the moving party must show that, accepting all 
allegations as true, the petition fails to state a cause of action for which relief may be granted. 
Varnes v. Dawkins, 624 So. 2d 349, 350 (Fla. 1st DCA 1993).  The moving party must specify 
the grounds for the motion to dismiss, and all material allegations must be construed against the 
moving party in determining if the petitioner has stated the necessary allegations. Matthews v. 
Matthews, 122 So. 2d 571 (Fla. 2d DCA 1960).  A sufficiency determination is confined to the 
petition and documents incorporated therein, and the grounds asserted in the motion to dismiss.  
Varnes at 350.  Thus, the trial court may not “look beyond the four corners of the complaint, 
consider any affirmative defenses raised by the defendant, nor consider any evidence likely to be 
produced by either side.” Id.  All allegations in the petition must be viewed as true and in the 
light most favorable to the petitioner in order to determine whether there is a cause of action 
upon which relief may be granted. See, e.g., Ralph v. City of Daytona Beach, 471 So. 2d 1173 
(Fla 4th DCA 2000); Kest v. Nathanson, 216 So. 2d 233, 235 (Fla. 4th DCA 1986); Ocala Loan 
Co. v. Smith, 155 So. 2d 711, 715 (Fla. 1st DCA 1963). 

Section 120.569(2)(c), F.S., states that the agency shall dismiss a petition for failure to 
substantially comply with the uniform rules.  Section 120.569(2)(c), F.S., provides that the 
dismissal of a petition should, at least once, be without prejudice to the petitioner to allow the 
filing of a timely amended petition curing the defect, unless it conclusively appears from the face 
of the petition that the defect cannot be cured.  However, the Commission has previously held 
pro se litigants such as Mr. Musser to a relaxed pleading standard in order to prevent delay and 
promote resolution of parties’ disputes.1  

  

                                                 
1 See, e.g.,  Order No. PSC-11-0117-FOF-PU, issued February 17, 2011, in Docket Nos. 100175-TL and 100312-EI, 
Complaint against AT&T d/b/a BellSouth for alleged violations of various sections of Florida Administrative Code, 
Florida Statutes, and AT&T regulations pertaining to billing of charges and collection of charges, fees, and taxes; 
In re: Complaint against Florida Power & Light Company for alleged violations of various sections of Florida 
Administrative Code, Florida Statutes, and FPL tariffs pertaining to billing of charges and collection of charges, 
fees, and taxes; Order No. PSC-02-1344-FOF-TL, issued October 3, 2002, in Docket No. 020595-TL, In re: 
Complaint of J. Christopher Robbins against BellSouth Telecommunications, Inc. for violation of Rule 25-
4.073(1)(c), F.A.C., Answering Time; Order No. PSC-12-0252-FOF-EI, issued May 23, 2012, in Docket No. 
110305-EI, In re: Initiation of formal proceedings of Complaint No. 1006767E of Edward McDonald against 
Tampa Electric Company, for alleged improper billing; Order No. PSC-15-05222-PAA-EI, issued November 3, 
2015, in Docket No. 150169-EI, In re: Complaint by James DiGirolamo vs. Florida Power & Light Company. 
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Rule 25-22.036, F.A.C., prescribes the criteria that must be addressed in a petition for initiation 
of formal proceedings: 

1. The rule, order, or statute that has been violated; 
2. The actions that constitute the violation; 
3. The name and address of the person against whom the complaint is lodged; 

and 
4. The specific relief requested, including any penalty sought. 

In his petition for initiation of formal proceedings, Mr. Musser alleges that FPL is requiring him 
to pay a deposit based upon electric usage by other people that have previously lived at his 
current address.    He also states that FPL has accused him of meter tampering and is backbilling 
him for electric usage that would otherwise have occurred had he not tampered with the meter.  

FPL argues in its motion to dismiss that Mr. Musser’s complaint fails to meet the pleading 
requirements for a formal complaint because it does not cite or reference with specificity “any 
rule, order, or statute” which FPL has allegedly violated. FPL argues that because the complaint 
does not allege what actions FPL did or failed to do, Mr. Musser has not met his burden to 
satisfy the criteria stated in Rule 25-22.036, F.A.C.  FPL also contends that the complaint 
“simply disagrees” with FPL’s billing of his account for services rendered. 

Staff believes that the petition states a cause of action within the Commission’s jurisdiction as 
provided in subsection 366.04(1), F.S., and should not be dismissed. Mr. Musser’s allegations 
concern the amount of and justification for his service deposit and FPL’s backbilling him for 
service not paid for due to his alleged meter tampering.  As stated by FPL in its Motion to 
Dismiss Complaint, the petition is about Mr. Musser’s disagreement with FPL’s billing of his 
account for services rendered.  Staff believes that these allegations relate to FPL’s rates and 
service for Mr. Musser’s electric account. 

Staff also believes the facts and law in this docket are sufficiently developed and a complaint in 
strict compliance with Rule 25-22.036, F.A.C., is not required for the Commission to make a 
determination on Mr. Musser’s petition.  The informal complaint files, Mr. Musser’s formal 
complaint, FPL’s Motion to Dismiss Complaint, and the record correspondence between staff 
and Mr. Musser provides relevant information about Mr. Musser’s arguments, factual assertions, 
and requested relief.  Staff believes this information is sufficient to allow the Commission to 
make a decision on the substance of Mr. Musser’s complaint, and does not believe it would be an 
effective use of the parties’ and the Commission’s resources to require Mr. Musser to amend his 
complaint to comply with technical pleading rules. 

In his formal complaint, Mr. Musser also alleges that his civil rights have been violated.  Staff 
recommends that this allegation should be dismissed with prejudice because the Commission is 
without jurisdiction under Chapter 366, F.S. to adjudicate civil rights complaints. 

Therefore, staff recommends that FPL’s Motion to Dismiss Complaint be denied in part and  
granted in part as discussed above.   
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Issue 2:  What is the appropriate disposition of Mr. Musser’s complaint? 

Recommendation:  The appropriate disposition of Mr. Musser’s formal complaint is to deny 
the complaint.  Mr. Musser’s account was properly billed in accordance with Commission 
statutes and rules and FPL’s tariffs. FPL did not violate any applicable statute, rule, company 
tariff or order of the Commission in the processing of Mr. Musser’s account.  

Staff Analysis:  Mr. Musser alleges that he was “forced to pay a deposit based upon electric 
use in the past by other people that lived” at his current address, FPL is wrongfully accusing him 
of meter tampering, and FPL is improperly backbilling him for electric usage that would have 
occurred in the absence of meter tampering.   

Meter Tampering 
On March 25, 2014, FPL initiated an investigation of meter tampering at Mr. Musser’s residence. 
The following is a summary of the investigative activity that was conducted by FPL in an effort 
to address Mr. Musser’s complaint that he was wrongfully accused of meter tampering. 

On April 27, 2014, an FPL field investigator visited Mr. Musser’s residence and documented that 
there was no meter in the meter socket, and that there was tape over the socket.  The investigator took 
photographs of the condition and documented that a central air conditioning unit located on the roof 
above the meter enclosure was operating while the meter was out of the socket.  The investigator 
reported that the meter enclosure should be inspected and a new meter installed. 
 
On July 25, 2014, an FPL meter electrician visited Mr. Musser’s residence and indicated to a man on 
the front porch that he needed to replace the electric meter.  The FPL meter electrician reported that 
while he was at the front door, he could hear activity at the meter enclosure.  When the FPL 
electrician was provided access to the meter, the electrician documented that the lid of the meter 
enclosure was lying on the ground, and that the meter had been installed upside down.  
 
On September 22, 2014, FPL’s Revenue Protection Department was requested to conduct an 
investigation of meter tampering at Mr. Musser’s residence.  The request indicated that the meter was 
being removed from the meter socket. 
 
On October 13, 2014, an FPL field investigator visited Mr. Musser’s residence.  The investigator 
documented that a board was leaning against the meter enclosure, and was flush with the electrical 
panel and the meter enclosure, allowing no clearance for a meter to be in the meter socket.  The 
investigator took photographs of the conditions found, and documented that the air conditioner unit 
was in operation and that the residence was occupied. 
 
On October 14, 2014, an FPL meter electrician visited the Musser residence and documented that the 
meter was in the meter socket; however, the meter enclosure lid was missing. A person from inside 
the residence provided the meter electrician with the missing meter enclosure lid.  The meter 
electrician documented that a new meter was installed with a green seal on the meter enclosure, and 
that a wall air conditioner unit was in operation at the time of the visit. 

 
On December 3, 2014, the FPL field investigator visited Mr. Musser’s residence and documented     
that the meter was in the socket; however, the green meter enclosure outer seal was missing. 
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Staff believes that the unauthorized conditions found at the electric meter for Mr. Musser’s residence 
and information obtained from his meters by software used by FPL, demonstrate that meter 
tampering and current diversion occurred. 
 
Backbilling 
Section 366.03, F.S., states that all rates and charges made or received by any public utility for 
service rendered by it and each rule and regulation of such public utility shall be fair and 
reasonable. Rule 25-6.104, F.A.C., authorizes electric utilities to backbill the customer for a 
reasonable estimate of the electricity consumed but not metered due to meter tampering or fraudulent 
use.  FPL’s tariff sets forth its fees, services and policies as approved by the Commission.  FPL’s 
Fourth Revised Tariff Sheet No. 6.061 Section 8.3, Tampering with Meters, states: 

Unauthorized connections to, or tampering with the Company’s 
meter or meters, or meter seals, or indications or evidence 
thereof, subjects the Customer to immediate discontinuance of 
service, prosecution under the laws of Florida, adjustment of 
prior bills for services rendered, and reimbursement to the 
Company for all extra expenses incurred on this account. 

 
Staff believes that Mr. Musser’s consumption history shows that he benefited from unauthorized 
conditions at his meter by paying less for electricity than he would have with properly working 
meters remaining in the socket at all times. It is staff’s belief that Mr. Musser is responsible for 
payment of a reasonable estimate of the electricity used but not originally billed and that FPL may 
also recover the costs of its investigation of the meter tampering.   
 
FPL calculated Mr. Musser’s backbilled amount using its Seasonal Average Percentage of Usage 
method, a backbilling methodology recognized and accepted by Commission staff.  Staff reviewed 
FPL’s backbilling calculations and determined that Mr. Musser’s account was fairly and reasonably 
backbilled. Staff believes that FPL has violated no statute, rule, company tariff, or orders in the 
investigation of Mr. Musser’s meter tampering or in the backbilling of electricity used by Mr. Musser 
but for which he did not pay. 
 
Customer Deposit 
Rule 25-6.097, F.A.C., states that for new and additional deposits the total amount of the 
required 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.”  The 
rule contemplates that prior usage may be used by the utility in calculating the amount of a new 
or additional deposit.  

When Mr. Musser’s account was established a security deposit was required, which according to 
FPL, is usually computer generated and calculated based on usage in the previous twelve 
months.2  Staff believes that because Mr. Musser’s account has been closed, and the deposit has 
been credited to his account, the issue whether the deposit is reasonable is now moot. 

 
                                                 
2The account has been closed and the deposit amount was applied to Mr. Musser’s account yielding a final balance 
of $2,442.35.  
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Conclusion 
The appropriate disposition of Mr. Musser’s formal complaint is to deny the complaint.  Mr. 
Musser’s account was properly billed in accordance with Commission statutes, rules, orders, and 
FPL’s tariffs.  FPL did not violate any applicable statute, rule, company tariff or order of the 
Commission in the handling of Mr. Musser’s account.  



Docket No. 150207-EI Issue 3 
Date: December 22, 2015 

 - 8 - 

Issue 3:  Should this docket be closed? 

Recommendation:  Issue 2 should be issued as a proposed agency action.  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. (Page)  

Staff Analysis:  Issue 2 should be issued as a proposed agency action.  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. (Page)  
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State of Florida 

DATE: 

TO: 

FROM : 

RE: 

Public Service Commission 
CAPITAL CIRCLE O FFICE CENTER • 2540 SHUMARD OAK BOULEVARD 

TALLAHASSEE, FLORIDA 32399-0850 

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

December 22, 2015 

Office of Commission Clerk (Stauffer) { 9. ~11/-0{ . 
Division of Accounting and Finance (Smith, M~l)ting) A' A LM. 
Office ofthe General Counsel (Brownless) / {D(/'fV jJ.l(.C. 

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 West Lakeland Wastewater, Inc .. 

AGENDA: 01/05/16 - 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 uti lity) 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 DEC 22, 2015
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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 
the resolution of land rights issues involving the utility’s 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.  
 
The Commission has jurisdiction in this case pursuant to Section 367.011, Florida Statutes. 
 

                                                 
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 
legal fees related to the resolution of land rights issues involving the utility’s ponds and spray 
fields? 

Recommendation:  Yes. The Commission should approve the petition by West Lakeland to 
defer the legal fees associated with the resolution of land rights issues involving the utility’s 
ponds and spray fields pending a final determination of whether any prudent costs incurred 
should be capitalized, amortized, or expensed. (Smith) 
 
Staff Analysis:  On April 23, 2015, West Lakeland filed a letter seeking approval to defer 
expenses associated with the resolution of land rights issues involving the utility’s 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. The costs in the instant docket 
relate to legal fees incurred by the utility in trying to resolve the land rights issues involving the 
utility’s ponds and spray fields. Since this situation is still ongoing, allowing recovery of a 
regulatory asset is not possible at this time. Upon completion of a fully executed easement, long-
term lease, or purchase of the land, the Commission can determine the appropriate accounting 
and recovery methodology for these costs. Therefore, staff recommends the Commission 
approve the petition by West Lakeland to defer the legal fees associated with the resolution of 
land rights issues involving the utility’s ponds and spray fields pending a final determination of 
whether any prudent costs incurred should be capitalized, amortized, or expensed.   
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Issue 2:  Should West Lakeland file a transfer application within 90 days from the date the 
utility resolves the land rights issues involving the utility’s ponds and spray fields? 

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 from the date the utility resolves the 
land rights issues involving the utility’s ponds and spray fields. 
 

                                                 
2 Order No. PSC-15-0420-PAA-WU, issued October 5, 2015, in Docket No. 140174-WU, In re: 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, In re: 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 

DATE: 

TO: 

FROM: 

Public Service Commission 
CAPITAL CIRCLE OFFICE CENTER • 2540 SH UMARD OAK BOULEVARD 

TALLAHASSEE, FLORIDA 32399-0850 

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

December 22, 20 15 

Office of Commission Clerk (Stauffer) 

Division of Engineering (Ell is~£~~~ 
Division of Accounting and Finance (Gal!s>X'e-Y 
Division of Economics (Thompson) \0('~-
0 ffice of the General Counsel (Janj ic) ~--t:> ... )"-

RE: Docket No. 150186-WU - Application for certificate to operate a water utility in 
Hardee County by Charlie Creek Utilities, LLC. 

AGENDA: 01105/16 - Regular Agenda - Issue 3 Proposed Agency Action - Interested 
Persons May Participate 

COMMISSIONERS ASSIGNED: All Commissioners 

PREHEARING OFFICER: 

CRITICAL DATES: 

SPECIAL INSTRUCTIONS: 

Edgar 

01 /05116 (Statutory Deadline fo r original certificate 
pursuant to Section 367.03 1, Florida Statutes, waived by 
applicant until this date) 

None 

Case Background 

The Village of Charlie Creek potable water system (Water System) is located in Hardee County 
and based on records obtained from the Florida Department of Environmental Protection (FDEP) 
was constructed in 1994 to replace a previous water system. The Water System consists of two 
four-inch wells which have the combined capacity to pump 200 gallons per minute, water 
treatment and storage facilities, and water distribution lines that have the potential to serve 266 
single family mobile home sites. 

FPSC Commission Clerk
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The Water System was sold by its prior owner, Wauchula State Bank, to Highvest Corporation in 
1998, which appears to have operated the facility without the oversight of the Hardee County 
Commission until 2009. 

On October 22,2009, the Board of County Commissioners of Hardee County adopted Ordinance 
No. 2010-02, declaring the privately owned water and wastewater facilities in Hardee County to 
be subject to the provisions of Chapter 367, Florida Statutes (F.S.), effective October 26, 2009. 
Order No. PSC-09-0820-FOF-WS, issued December 14, 2009, acknowledged Ordinance No. 
2010-02. Highvest Corporation continued to operate the Water System without authorization 
from the Commission through 2014. 

On November 11, 2014, a contract for sale of the utility facilities was executed between 
High vest Corporation and Florida Utility Services 1, LLC (FUS 1 ), which is solely owned by its 
registered agent and manager Michael Smallridge. Charlie Creek Utilities, LLC (Charlie Creek) 
was incorporated on November 24,2014 based on information from the Division of Corporations 
of the Florida Department of State. Charlie Creek is owned by FUS 1, with both entities solely 
owned by Mr. Smallridge. On November 28, 2014, the contract for sale closed and Charlie Creek 
began operations of the water facility. 

On August 21, 2015, Charlie Creek filed its application for an original water certificate in 
Hardee County. Based on its application, the utility is currently providing water service to 
approximately 160 residential customers and one general service customer. As of December 22, 
2015, no Annual Reports have been filed and no Regulatory Assessment Fees have been paid by 
Charlie Creek. 

Pursuant to Section 367.031, F.S., the Commission shall grant or deny an application for a 
certificate of authorization within 90 days after the official filing date of the completed 
application. The application was deemed complete on October 5, 2015, which is considered the 
official filing date. Mr. Smallridge has waived the 90 day deadline through January 5, 2016, or 
approximately 92 days from the official filing date. 

This recommendation addresses the application for an original water certificate, the appropriate 
rates and charges for the utility, approval of a new convenience charge, and whether the utility 
should be show caused for failure to timely apply for a certificate. The Commission has 
jurisdiction pursuant to Sections 367.031 and 367.045, F .S. 
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Discussion of Issues 

Issue 1 

Issue 1: Should the application of Charlie Creek Utilities, LLC, for a water certificate be 
approved? 

Recommendation: Yes. Charlie Creek Utilities, LLC, should be granted Certificate No. 668-
W to serve the territory described in Attachment A, effective the date of the Commission's vote. 
The resultant order should serve as Charlie Creek's water certificate and it should be retained by 
the utility. (Ellis, Galloway) 

Staff Analysis: On August 21, 2015, Mr. Smallridge filed an application for an original water 
certificate for Charlie Creek in Hardee County. Upon review, staff determined the original filing 
was deficient and sent a data request to the utility seeking additional information. Charlie Creek 
corrected the noted deficiencies on October 5, 2015, which is considered the official filing date 
for the application. The utility's application is in compliance with the governing statutes, 
Sections 367.031 and 367.045, F.S. 

Notice 
On September 15, 2015, Charlie Creek filed proof of compliance with the noticing provisions set 
forth in Rule 25-30.30, Florida Administrative Code (F.A.C.). On October 8, 2015, two 
customers responded to the application notice and provided comments, which are discussed 
further below. On October 30, 2015, staff wrote a letter to the customers and requested 
clarification on whether they intended to pursue an objection and request a formal hearing, with a 
response requested by November 13, 2015. As of December 22, 2015, no response has been 
received. No other person or entity objected to the application and the time for filing such 
objections has expired. 

Land Ownership and Service Territory 
Charlie Creek submitted a recorded executed warranty deed in the name of the utility as required 
by Rule 25-30.034(e), F.A.C. Charlie Creek provided adequate service territory system maps and 
a territory description as required by Rule 25-30.034(h),(i), and G), F.A.C. The legal description 
of the service territory is appended to this recommendation as Attachment A. 

Financial and Technical Ability 
Pursuant to Rule 25-30.034(1)(d), F.A.C., the utility provided statements describing its financial 
and technical ability to provide water service. Included in the application was the current 
owner's personal financial statements, as well as, the financial statements of Florida Utility 
Services 1, LLC. As referenced in the 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 Governor's 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 personally owns three utilities; Crestridge Utilities, LLC, 
Holiday Gardens Utilities, LLC, and Pinecrest Utilities, LLC. Mr. Smallridge also serves as the 
appointed circuit court receiver for three utilities; Four Points Utility Corporation, Bimini Bay 
Utilities, and West Lakeland Wastewater, Inc. FUS1, which is owned and operated by Mr. 
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Issue 1 

Smallridge, also owns East Marion Utilities, LLC. In total, Mr. Smallridge is the manager, 
owner, or receiver of a total of eight water and wastewater utilities, seven of which are regulated 
by the Commission. 

Staff has reviewed the personal financial statements along with the fmancial statements of FUS 1 
and believes the current owner appears to show adequate resources to support the utility's water 
operations. Recently, in 2015, the Commission found that Mr. Smallridge had the fmancial 
ability and approved the transfers for three sister companies. 1 

Regarding technical ability, as stated above FUS1 and Mr. Smallridge have experience with 
operating multiple water and wastewater utilities. FUS 1 notes that its staff engages in billing, 
customer service, meter reading, and some field work, and has contracted with a licensed plant 
operator for the Charlie Creek system. Charlie Creek has no outstanding compliance issues with 
FDEP and is up to date with its monitoring require~ents. 

Based on the above, Mr. Smallridge has demonstrated the technical and fmancial ability to 
provide service to the existing service territory. Staff also recommends that the current owner has 
demonstrated financial ability to operate the utility consistent with Chapter 367, F.S. 

Customer Comments 
As discussed above, staff received a letter containing a customer complaint regarding the system. 
The complaint addressed multiple concerns, including high system costs, failure to notify 
properly regarding a boiled water notice, long duration of outages, concerns of lack of treatment 
of the Water System, odor concerns, and poor customer service. In addition, the utility states it 
has received four written complaints concerning failure to receive a bill (electronically or by 
mail) and odor issues. The Commission's Consumer Activity Tracking System indicates a 
customer complaint was filed against the utility for improper disconnection on August 10, 2015. 

While the customers did not request a formal hearing, staff reviewed each of the complaints. 
Staff contacted the utility and requested additional information to investigate the claims made. In 
addition, staff reviewed data from FDEP regarding the history of the Water System to determine 
if environmental and health concerns were recurring from previous owners or are unique to 
Charlie Creek's operation of the system. 

Regarding concerns associated with the utility's cost of service, Charlie Creek's rates and 
charges appear to be reasonable based on the size of the utility and the type of treatment. As 
discussed in Issue 2, staff is not recommending any rate changes at this time. 

Regarding boiled water notices and outages, staff determined that four events were reported to 
FDEP by Charlie Creek during the operating period. Two events (in December 2014 and 
October 2015) were the result of line breaks and two events (in March 2015 and June 2015) were 

1 Docket No. 140174-WU, In re: Application for approval oftransfer ofCertiflcate No. 117-W from Crestridge 
Utilities Corporation to Crestridge Utilities, LLC, in Pasco County; Docket No. 140176-WU, In re: Application for 
approval of transfer of Certificate No. I I 6-W from Holiday Gardens Utilities, Inc. to Holiday Gardens Utilities, 
LLC, in Pasco County,· Docket No. 150091-WS, In re: Application for approval of transfer ofCertiflcate Nos. 490-
W and 425-Sfrom East Marion Sanitary Systems, Inc. to East Marion Utilities, LLC, in Marion County. 
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Issue 1 

the result of loss of pressure caused by power failures. Two of these events resulted in long 
duration outages for all customers on the distribution system. The utility states that it provides 
boiled water notices through a combination of door hangers and an email to customers. 

Staff did not find any boiled water notices for the two years prior to Charlie Creek acquiring the 
Water System. However, based on the last Sanitary Survey conducted by the Florida Department 
of Environmental Protection (FDEP), on February 2, 2014, the previous owners, Highvest 
Corporation, violated rules for monitoring and reporting bacterial contamination to FDEP and 
notifying customers. The previous owners corrected issues associated with the Sanitary Survey 
to the satisfaction ofFDEP as of May 6, 2014. 

Regarding treatment and odor concerns, the utility states that it has maintained the water source 
and water treatment equipment from the former owner. In addition to chlorine treatment, the 
utility also uses a sequestrant for hydrogen sulfide. Monthly operating reports filed with FDEP 
confirm the usage of chlorine for water treatment. Charlie Creek is also up to date on meeting its 
monitoring requirements with FDEP, and based on testing conducted in July 2015, the utility has 
met or was below the maximum contaminant levels for primary and secondary drinking water 
standards. 

Lastly, regarding the improper disconnection, the utility responded that it was unaware of the 
outage and restored service after it was notified. The utility states the outage was caused by 
vandalism of the utility's property. 

Conclusion 
Based on the information above, Charlie Creek Utilities, LLC, should be granted Certificate No. 
668-W to serve the territory described in Attachment A, effective the date of the Commission's 
vote. The resultant order should serve as Charlie Creek's water certificate and it should be 
retained by the utility. 
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Issue 2: What rates and charges should be set for Charlie Creek Utilities, LLC? 

Issue 2 

Recommendation: The utility's existing rates and charges should remain in effect until a 
change is authorized by the Commission in a subsequent proceeding. These rates are shown on 
Schedule No. 1. The tariff pages should be effective on or after the stamped approval date on the 
tariff sheets pursuant to Rule 25-30.475(1), F.A.C. (Galloway, Thompson) 

Staff Analysis: The rates and charges Charlie Creek had in effect prior to the current owner 
acquiring the Water System should be approved as the appropriate rates and charges for the utility. 
The utility's rates have never been reviewed or approved by any regulatory authority. Staff 
requested and received copies of customer bills to verify the rates. The utility's rates and charges are 
shown on Schedule No. 1. Because these rates were in effect at the time of application, staff 
recommends that they should be approved. 

As mentioned in Issue 1, Charlie Creek's rates and charges appear to be reasonable based on the 
size of the utility and the type of treatment. In addition, the utility's miscellaneous service 
charges, customer deposits, and service availability charges appear to be reasonable. Further, the 
Commission has in place procedures for determining whether a utility is in a potential 
overearnings position each year during the annual report review process. The 2015 Annual 
Report for this utility is due to be filed with the Commission on March 31, 2016. 

The utility's existing rates and charges should remain in effect until a change is authorized by the 
Commission in a subsequent proceeding. These rates are shown on Schedule No. 1. The tariff 
pages should be effective on or after the stamped approval date on the tariff sheets pursuant to 
Rule 25-30.475(1 ), F.A.C. 
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Issue 3 

Issue 3: Should the Commission approve Charlie Creek's request to implement a convenience 
charge for customers who opt to pay their water bill by debit or credit card? 

Recommendation: Yes. Charlie Creek's request to implement a convenience charge of$3.00 
for customers who opt to pay their water bill by debit or credit card should be approved. The 
charge should be effective for services rendered on or after the stamped approval date on the 
tariff pursuant to Rule 25-30.475, F.A.C. In addition, the approved charge 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: Section 367.091, F.S., authorizes the Commission to establish increase, or 
change a rate or charge if the utility provides cost-justification. The utility is requesting a $3.00 
convenience charge to recover the cost of supplies, administrative labor, and equipment. As 
required by Section 367.091, F.S., the utility's cost analysis breakdown for its requested charge 
is shown below. 

Table 3-1 
c onven1ence Ch C t J "fi f n arge OS ust1 1ca 10 

Activity Cost 
Labor $.54 
Supplies $.06 
Credit Card Machine·.., $2.54 
Total $3.00 

Source: Utility Correspondence 

The Commission recently approved a charge of $2.60 for customers who opt to pay their bill 
with debit or credit cards for Brevard Waterworks, Inc., LP Waterworks, Inc., and Lakeside 
Waterworks, Inc., among others. 2 In those cases, the charges were designed to recover the cost of 
supplies, administrative labor, and equipment. The Commission has also approved charges in 
other industries for customers who opt to pay their bill by debit or credit card. An electronic bill 
payment charge of $3.50 was approved for Florida Public Utilities Company's (FPUC) gas 
customers in 2004.3 In that case, the Commission found the charge was necessary to recover the 
additional costs incurred by FPUC to facilitate payments by credit card, debit card, or electronic 
check. The Commission also approved a charge of $3.50 for residential customers and 3.5 

20rder Nos. PSC-15-0188-TRF-WU, issued May 6, 2015, in Docket No. 150065-WU, In re: Application for 
approval of miscellaneous service charges in Brevard County, by Brevard Waterworks, Inc.; PSC-15-0180-TRF­
WS, issued May 6, 2015, in Docket No. 150063-WS, In re: R~quest for approval of amendment to tariff sheets for 
miscellaneous service charges in Highlands County by LP Waterworks, Inc.; PSC-15-0184-TRF-WS, issued May 6, 
20 15, in Docket No. 150061-WS, In re: Request for approval of amendment to tariff sheets for miscellaneous 
service charges in Lake County by Lakeside Waterworks, Inc. 
30rder No. PSC-04-1110-PAA-GU, issued November 8, 2004, in Docket No. 040216-GU, In re: Application for 
rate increase by Florida Public Utilities Company. 
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percent of the total bill amount for all other FPUC electric customers in 2005.4 The charge was 
designed to recover the costs incurred for customer contact, supervision, and bank and credit 
card processing. 

Staff believes that the utility's requested charge of a $3.00 convenience charge is reasonable for 
customers who opt to pay their water bill by debit or credit card. The utility's requested charge 
benefits the customers by allowing them to expand their payment options. Furthermore, this 
charge will ensure the utility's remaining customers do not subsidize those customers who 
choose to pay using this option. 

Based on the above, staff recommends that Charlie Creek's request to implement a convenience 
charge of $3.00 for customers who opt to pay their water bill by debit or credit card should be 
approved. The charge should be effective for services rendered on or after the stamped approval 
date on the tariff pursuant to Rule 25-30.475, F.A.C.In addition, the approved charge 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. 

4
0rder No. PSC-05-0676-TRF-EI, issued June 20, 2005, in Docket No. 050244-EI, In re: Request to establish 

charge for customers paying by credit card. debit card or electronic check, by the Florida Public Utilities Company. 
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@P 
Issue 4: Should the Commission order Charlie Creek Utilities, LLC, to show cause, in writing 
within 21 days, why ~~':Jhould not be fined for operating:water utility without a certificate of 
authorization in apparent violation of Chapter 367.031, F.S., for failure to file annual reports in 
violation of Rule 25-30.110(3), F.A.C., and for failure to remit its regulatory assessment fees 
(RA.Fs) in violation of Section 367.145, F.S. and Rule 25-30-120, F.A.C.? 

Recommendation: No, Charlie Creek Utilities, LLC should not be ordered to show cause for 
operating a water utility without a certificate of authorization, for failing to file annual reports 
and for failure to pay RAFs. (Janjic) 

Staff Analysis: Section 367.031, F.S., notes that "each utility subject to the jurisdiction of the 
commission must obtain from the commission a certificate of authorization to provide water or 
wastewater service." In addition, Section 367.161(1), F.S., authorizes the Commission to assess a 
penalty of not more than $5,000 for each offense, if a utility is found to have knowingly refused 
to comply with, or to have willfully violated any provision of Chapter 367, F.S. Utilities are 
charged with the knowledge of the Commission's Rules and Statutes. Additionally, "it is a 
common maxim, familiar to all minds that 'ignorance of the law' will not excuse any person, 
either civilly or criminally." Barlow v. United States, 32 U.S. 404, 411 (1833). Thus, any 
intentional act, such as Charlie Creek Utilities providing water service to public for 
compensation, without first obtaining a certificate of authorization from the Commission, would 
meet the standard for a willful violation of Section 367.161(1), F.S. In Commission Order No. 
24306, issued April 1, 1991, in Docket No. 890216-TL, titled, In Re: Investigation Into the 
Proper Application of Rule 25-14.003, Florida Administrative Code, Relating to Tax Savings 
Refund for 1988 and 1989 for GTE Florida, Inc., the Commission, having found that the 
company had not intended to violate the rule, nevertheless found it appropriate to order the utility 
to show cause why it should not be fined, stating that "[i]n our view, ' willful' implies an intent to 
do an act, and this is distinct from an intent to violate a statue or rule." 

Although Charlie Creek's failure to obtain certificates of authorization from the Commission 
prior to charging the public for service is an apparent violation of Section 367.031, F.S., there are 
mitigating circumstances. The Utility purchased the Water System on November 28, 2014, and 
the new owner sent its first bills to customers in January 2015. Charlie Creek was under the 
assumption that the system was regulated by Hardee County and after learning that that was not 
the case, and the system was indeed regulated by the Public Service Commission, it filed an 
application for an Original Certificate. The last application deficiency was corrected on October 
5, 2015. In light of these circumstances, and the fact that Charlie Creek has been cooperative in 
moving forward with Commission certification, staff does not believe that the apparent violation 
of Section 367.031, F .S., rises to the level of warranting a show cause. 

Rule 25-30.11 0(3), F.A.C., provides that: 

Each utility shall file with the Commission' annual reports on forms prescribed by 
the Commission. The obligation to file an annual report for any year shall apply to 
any utility which is subject to this Commission's jurisdiction as of December 31 
of that year, whether or not the utility has actually applied for or been issued a 
certificate. 
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As previously stated, the purchase agreement between the seller and buyer was executed on 
November 11, 2014, and finalized on November 28, 2014. While the Water System has been 
subject to the Commission's jurisdiction since October 26, 2009 when Hardee County passed 
and adopted an ordinance declaring privately-owned water and wastewater facilities in Hardee 
County to be subject to the provisions of Chapter 367, F.S, staff does not believe the current 
owner should be responsible for the annual reports prior to 2015. The purchase agreement was 
finalized with only one month remaining in year 2014. The current owner also filed this 
application a few months after taking over ownership of the utility, an indication that the current 
owner is trying to comply with Commission rules and regulations. 

The Utility's 2014 Annual Report is 280 days late. Consistent with Rule 25-30.110, F.A.C., the 
penalty of $3 per day for 280 days results in a total penalty of $840.00. The associated interest is 
immaterial. But under these circumstances, staff believe that due to mitigating circumstances, the 
current owner should not be required to show cause for the utility's failure to file its 2014 
Annual Report and the associated late fees should be waived. 

Pursuant to Sections 350.113(3)(e) and 367.145, F.S., and Rule 25-30.120(1), F.A.C., each water 
and wastewater utility shall remit annually RAFs in the amount of 0.045 of its gross operating 
revenue. Pursuant to Rule 25-30.120(2), F.A.C., "[t]he obligation to remit the [RAFs] for any 
year shall apply to any utility which is subject to [the] Commission's jurisdiction on or before 
December 31 of that year or for any part of that year, whether or not the utility has actually 
applied for or has been issued a certificate." The primary purpose of paying RAFs is to defray 
costs incurred by the Commission in regulating jurisdictional utilities. Staff notes that the 
Commission has not expended any resources or dollars regulating Charlie Creek until 2015, the 
year the utility filed for its original certificate. In addition, while the purchase agreement was 
finalized in late November 2014, according to the utility, the current owner did not take over 
customer billing until January 2015. Staff believes the utility should not be required to show 
cause for the utility's failure to file its RAFs prior to 2015. The current owner is responsible for 
filing the 2015 Annual Report and all future annual reports, and 2015 RAFs. 
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Issue 5: Should this docket be closed? · 

Issue 5 

Recommendation: If no timely protest to the proposed agency action portion of this 
recommendation with respect to rates and charges is filed with the Commission by a 
substantially affected person within 21 days of the date of the order, a Consummating Order 
should be issued. Following the expiration of the protest period with no timely protest, the 
issuance of a Consummating Order, and once staff verifies that the notice of the convenience 
charge has been given to customers; the docket should be closed administratively. (Janjic) 

Staff Analysis: If no timely protest to the proposed agency action portion of this 
recommendation with respect to rates and charges is filed with the Commission by a 
substantially affected person within 21 days of the date of the order, a Consummating Order 
should be issued. Following the expiration of the protest period with no timely protest, the 
issuance of a Consummating Order, and once staff verifies that the notice of the convenience 
charge has been given to customers the docket should be closed administratively. 
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Charlie Creek Utilities, LLC 
Description of Water Service Territory 

Hardee County 

Attachment A 
Page 1 of2 

A Parcel Of Land Lying In Section 31, Township 33 South, Range 27 East, Hardee County, 
Florida, Being More Particularly Described As Follows: 

Beginning at the Northeast Comer of the Southeast 114 of the Northeast 1/4 of said Section 31; 
thence S00°37'50"W, along the East Line of said Southeast 114 of the Northeast 1/4, 1,320.77 
feet, to the Southeast Comer of said Southeast 1/4 of the Northeast 114; thence continue 
S00°37'50"W, along the East Line of the Northeast 114 of the Southeast 114 of Said Section 31, 
1,131.53 Feet, to its intersection with the Northwesterly Right-Of-Way Line of State Road No. 
64 (100 Feet Wide); thence S75°42'39"W, along said Northwesterly Right-Of-Way Line, 770. 
11 Feet, to its intersection with the South Line of the Northeast 1/4 of the Southeast 1/4 of said 
Section 31; thence S89°56'02"W , along said South Line, 583.16 Feet, to the Southwest Comer 
of the Northeast 114 of the Southeast 114 of said Section 31; thence N00°37'21 "E, Along the 
West Line of said Northeast 1/4 of the Southeast 114, 1321.68 Feet, to the Northwest Comer of 
said Northeast 114 of the Southeast 1/4; thence continue N00°37'21 "E, along the West Line of 
the South East 1/4 of the Northeast 114 of said Section 31, 1321.08 Feet, to the Northwest Comer 
of said Southeast 114 of the Northeast 1/4; thence N89°59'14"E, along the North Line of said 
Southeast 1/4 of the Northeast 1/4, 1327.72 Feet, to the Point of Beginning. 
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Attachment A 
Page 2 of2 

FLORIDA PUBLIC SERVICE COMMISSION 

authorizes 

Charlie Creek Utilities, LLC 
pursuant to 

Certificate Number 668-W 

to provide water service in Hardee 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 Date Issued Docket Number Filing Tvoe 

* * 150186-WU Original Certificate 

*Order Number and date to be provided at time of issuance. 
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Charlie Creek Utilities, LLC 
Monthly Water Rates 

Residential and General Service 

Base Facility Charge by Meter Size 

5/8" X 3/4" 
3/4" 
1" 
1-112" 
2" 
3" 
4" 
6" 

Charge per 1,000 gallons 
0 - 3,000 gallons 
Over 3,000 gallons 

Initial Customer Deposits 

Schedule 1 
Page 1oft 

$15.00 
$22.50 
$37.50 
$75.00 

$120.00 
$240.00 
$375.00 
$750.00 

$3.50 
$4.50 

Residential- 5/8" X 3/4" 
Residential- All other meter sizes 
General Service - All Meters 

$65.00 
2 times average estimated bill 

Initial Connection Charge 
Normal Reconnection Charge 
Violation Reconnection Charge 
Premises Visit Charge (in lieu 
of disconnection) 
Late Payment Charge 
NSF Charge 

Meter Installation Charge 
5/8" X 3/4" 
1" 
1 1/2" 
2" 
Over 2" 

Plant Capacity Charge per ERC 

2 times average estimated bill 

Miscellaneous Service Charges 

Business Hours 

$20.00 
$10.00 
$20.00 
$10.00 

Service Availability Charges 

- 1 -

$5.00 

After Hours 

$40.00 
$20.00 
$20.00 
$20.00 

Pursuant to Statute 832.08(5) 

$125.00 
$150.00 
$300.00 
$350.00 

Actual Cost 

$750.00 
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A. Public Service Commission
Capital Circle Office Center • 2540 Shumard Oak Boulevard

Tallahassee, Florida 32399-0850
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RE:

December 23, 2015

Office of Commission Clerk (Stauffer)

Division of Engineering (G
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Division of Economics (McNulty, Stratis, Wu)
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Docket No. 150196-EI - Petition for determination of need for Okeechobee Clean

Energy Center Unit 1, by Florida Power & Light Company.

AGENDA: 01/05/2016 -Regular Agenda - Post Hearing Decision - Participation is Limited
to Commissioners and Staff.

COMMISSIONERS ASSIGNED: All Commissioners

PREHEARING OFFICER: Brise

CRITICAL DATES: 01/19/16-Final Order

SPECIAL INSTRUCTIONS: None

Case Background

On September 3, 2015, Florida Power & Light (FPL or Company) filed a Petition and supporting
testimony to determine need for the construction of a combined cycle generating unit in
Okeechobee County. Construction would also include associated facilities, including
transmission lines and substation facilities. The petition is pursuant to Sections 366.04 and
403.519, Florida Statutes (F.S.), and Rules 25-22.080, 25-22.081, 25-22.082, and 28-106.201,
Florida Administrative Code (F.A.C.). According to FPL's Petition, the proposed Okeechobee
Clean Energy Unit 1 (OCEC Unit 1) will be a natural gas, combined cycle power plant, with an

FPSC Commission Clerk
FILED DEC 23, 2015
DOCUMENT NO. 08000-15
FPSC - COMMISSION CLERK
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Date: December 23, 2015

expected summer peak rating of about 1,622^ megawatts (MW). OCEC Unit 1 will be built at a
greenfield site in northeast Okeechobee County owned by FPL. FPL asserts the OCEC Unit 1
will enable FPL to meet a projected need for additional generation resources that begins in 2019,
continues into 2020, and increases each year thereafter.

On September 11, 2015, the Commission issued a Notice of Commencement of Proceedings
pursuant to Rule 25-22.080(3), F.A.C. An Order Establishing Procedure, including a list of
tentative issues, was issued on September 16, 2015.^ Florida Industrial Power Users Group
(FIPUG), the Office of Public Counsel (OPC), the Southern Alliance for Clean Energy (SACE),
and the Environmental Confederation of Southwest Florida (ECOSWF) were granted
intervention inthis proceeding.^

On November 17,2015, a prehearing conference was held. At the prehearing conference, SACE,
ECOSWF and FPL, proposed additional issues for inclusion in this proceeding, which were
denied by the Prehearing Officer."* On November 30, ECOSWF filed a Motion for
Reconsideration and Clarification of Order No. PSC-15-0540-PCO-EI which denied additional

issues proposed by SACE and FPL. On December 1, 2015, FPL filed a response to ECOSWF's
Motion for Reconsideration and Clarification.

A formal hearing was held December 1- 2, 2015. At the start of the hearing, ECOSWF and FPL
were given an opportunity to present oral arguments on the Motion for Reconsideration and
Clarification. After consideration of the arguments, the Commission denied ECOSWF's Motion
for Reconsideration and Clarification, finding no mistake of fact or law in Order No. PSC-15-
0540-PCO-EI.

The Commission has jurisdiction over the subject matter of this proceeding pursuant to Sections
366.042 and 403.519, F.S.

^Filings subsequent to FPL's petition indicate that the total capacity ofthe proposed OCEC Unit 1has been
increased to 1,633 MW.
^Order No. PSC-15-0394-PCO-EI, issued September 16,2015.
^ Orders Granting Intervention: Order No. PSC-15-0408-PCO-E1, issued September 25, 2015, (OPC); Order No.
PSC-15-0411-PCO-EI, issued September 28, 2015, (FIPUG); Order No. PSC-15-0424-PCO-EI, issued October 8,
2015, (SACE); Order No. PSC-15-0494-PSC0EI, issued October 22,2015, (ECOSWF).

Order No. PSC-15-0540-PCO-EI, issued November 20, 2015 (Order denying additional issues proposed by SACE
and FPL); and Order No. PSC-15-0547-PHO-E, issued November 24, 2015, (Prehearing Order denying issues
proposed by ECOSWF).
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Discussion of Issues

Issue 1: Is there a need for the proposed Okeechobee Clean Energy Center Unit 1, taking into
account the need for electric system reliability and integrity, as this criterion is used in Section
403.519(3), F.S.?

Recommendation: Yes. Based on a reasonable load forecast and a 20 percent reserve margin
criterion, FPL has demonstrated a need for new generation starting in 2019. (Graves, Wu,
McNulty, Stratis)

Position of the Parties

FPL: Yes. There is a need for the Okeechobee Unit, taking into account the need for electric
system reliability and integrity. FPL employs three reliability criteria to maintain its system
reliability and integrity: a 0.1 Loss of Load Probability ("LOLP"), a 20% Reserve Margin
("RM"), and a 10% Generation Only Reserve Margin ("GRM"). After accounting for all
reasonably achievable, cost-effective conservation and renewable resources available, FPL has a
need for generation capacity beginning in 2019 under two of its three reliability criteria (RM and
GRM). The Okeechobee Unit is the most cost-effective option available to meet all of FPL's
reliability criteria.

OPC: No. Using the 15% minimum reserve margin in Rule 25-6.035, Florida Administrative
Code, OCEC Unit 1, is not needed for the proposed in-service date of June 1, 2019. In addition,
FPL's proposed 10% GRM criterion is unnecessary for the Commission's determination of
reliability and integrity. Further, FPL's proposed 10% GRM should not be adopted or approved
by the Commission in making this need determination.

SACE: No. FPL relies on two unsubstantiated reliability criterion in order to create an
appearance of need for the proposedOCEC Unit 1: (1) a 20% reserve margin criterionthat is not
only inapplicable to this proceeding as a matter of law, but moreover is outdated and
unsubstantiated; and (2) an FPL-contrived 10% generation-only reserve margin criterion that is
unnecessary, skewed towards generation, and further is not a generally accepted utility planning
criterion. Tlierefore, the proposed OCEC Unit 1 would result in a system with excess capacity
that exceeds the need for electrical system reliability and integrity.

ECOSWF: No. FPL's system will meet appropriate reliability and integrity standards without
the proposedunit. The loss of load probabilitycriterionprojections, prove that the proposed unit
is not needed to maintain system reliability. FPL has a history of over-stating its load projections
five-years out, but even if true, FPL will maintain a more than 15% reserve margin in 2019,
which the evidence shows will maintain sufficient reliability. Additionally, the Commission
should reject FPL's request to add the generation-only reserve criterion, as it is not necessary and
does not assist in determining whether FPL has additional reliability needs.

FIPUGrNo.
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StaffAnalysis:

Parties' Arguments

FPL

FPL employs three reliability criteria: (1) 0.1 day per year maximum LOLP; (2) 20 percent
reserve margin; and (3) 10 percent generation-only reserve margin. (FPL BR 5) FPL argues that
each of these criteria addresses different aspects of system reliability. FPL additionally contends
that the use of any one of the three criteria by itself would not guarantee reliable service for
FPL's customers. (FPL BR 7)

FPL claims that its reliability assessments, based on updated load forecasts, show a resource
need beginning in 2019 of 904 MW under its 10 percent generation only reserve margin criterion
and 826 MW under its 20 percent reserve margin criterion. FPL asserts that the Commission
should have confidence in its updated load forecast given that its variance over the past three
years has been -0.1 percent. (FPL BR 8)

FPL asserts that the 20 percent reserve margin criterion, approved by the Commission in 1999^,
has been employed by FPL in numerous proceedings since initial adoption. (FPL BR 5-6) FPL
adds that the Commission has previously held that it will not revisit the 20 percent reserve
margin criterion in a determination of need proceeding but will only consider an alternative
reserve margin criterion in a generic proceeding because such a consideration affects peninsular
Florida's other lOUs.^ (FPL BR 11-12) FPL additionally adds that it has reviewed its use of the
20 percent reserve margin and continues to believe it should be applied in its reliability analyses
to ensure system reliability. (FPL BR 12)

FPL asserts that in 2011, it began considering a generation only reserve margin metric, and in its
2014 and 2015 Ten-Year Site Plans (TYSPs), FPL employed the generation only reserve margin
as a third reliability criterion. (FPL BR 7) FPL adds ±at its 10 percent generation only reserve
margin is designed to complement, not replace, its other criteria. FPL further adds that the
generation only reserve margin criterion provides guidance regarding what mix of DSM and
generation resources should be added to maintain system reliability. (FPL BR 14) FPL continues
that a generation only reserve margin reliability criterion is desirable because it can lower system
LOLP projections and thereby increase system reliability. (FPL BR 15) FPL expresses that its
minimum generation only reserve margin value of 10 percent is based on a recommendation
firom its system operations department. (FPL BR 16)

FPL contends that it understands what is required to maintain reliable service based on its
experience with significant weather and other unforeseen events over the years. (FPL BR 17-18)
FPL concludes that in order to maintain adequate reliability to serve its customers through such
events, it must maintain its three reliability criteria. (FPL BR 18-19)

^The 1999 Stipulation referred to herein was a stipulation approved bytheCommission byOrder No. PSC-99-2507-
S-EU, issued December 22, 1999, in Docket No. 981890-EU, In Re: Generic investigation into the aggregate
electric utility reserve margins plannedfor Peninsular Florida.
^Order No. PSC-01-0029-FOF-E1 issued January 5,2001, in Docket No. 001064-EI, In re: Petitionfor
determination ofneedfor Mines Unit 2 Power Plant by Florida Power Corporation.
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OPC

OPC asserts that LOLP and reserve margin are commonly used as accepted resource planning
criteria or reliability criteria throughout the utility industry. OPC adds that the 10 percent
generation only reserve margin criterion is not a commonly accepted resource planning criterion.
OPC states that it does not take issue with the use of an LOLP analysis to determine whether a
particular generation unit is needed. (OPC BR 5-6)

OPC submits that the 20 percent reserve margin used by FPL is excessively high, and should be
re-visited by the Commission in a generic proceeding. OPC further submits that the Commission
should require FPL to utilize a minimum ISpercent reserve margin set forth in Rule 25-6.035,
F.A.C. (OPC BR 7-8) OPC claims that planning to the minimum 15percent reserve margin
would avoid overbuilding of generation and the resulting increase in rates to ratepayers. (OPC
BRIO)

OPC contends that the 10 percent generation only reserve margin criterion is unnecessary
because FPL has not demonstrated that the LOLP and reserve margin criteria are insufficient.
OPC adds that the 10 percent generation only reserve margin criterion is duplicative of the 25
percent spirming load requirement established by Commission Rule, and will likely contribute to
uneconomic and unnecessary overbuilding of generation. (OPC BR 13)

OPC concludes that FPL has failed to demonstrate that the OCEC Unit 1 plant is needed for
reliability and integrity in June 2019. OPC elaborates that without OCEC Unit 1 being placed in
service in 2019 FPL will meet its LOLP criterion and a 15 percent reserve margin. (OPC BR 14)

SACE

SACE argues that FPL's 20 percent reserve margin and 10 percent generation only reserve
margin criteria are unsubstantiated and should be rejected by the Commission. (SACE BR 4)
SACE contends that the Commission cannot properly rely on a 20 percent reserve margin
because the stipulation,^ which the 20 percent reserve margin was based on, is inapplicable to
need determinations. (SACE BR 5) SACE further asserts that the 1999 stipulation's 20 percent
reserve margin is significantly outdated. (SACE BR 6) SACE continues that the 1999 stipulation
was based on conditions that no longer reflect reality, including the improved reliability of FPL
power plants. (SACE BR 6-7)

With respect to FPL's 10 percent generation only reserve margin, SACE argues that the
Company has presented no evidence that the criterion is necessary. SACE additionally asserts
that FPL's own analyses demonstrate that this criterion is not necessary from an LOLP
perspective. (SACE BR 9) SACE adds that the generation only reserve margin is not a generally
accepted reliability criterion and that the Corrmiission should reject FPL's 10 percent generation
only reserve margin, because it is not needed. (SACE BR 11-12)

' The Stipulation referred to bySACE isa Stipulation approved by the Commission byOrder No. PSC-99-2507-S-
EU, issued December 22, 1999, in Docket No. 981890-EU, In Re: Generic investigation into the aggregate electric
utility reserve margins plannedfor Peninsular Florida.
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SACE recommends that the Commission should review FPL's petition using a 15 percent
reserve margin and no generation only reserve margin. Therefore, SACE recommends ihaX the
Commission should deny FPL's petition and require the Company to hire a third-party consultant
to conduct a comprehensive reserve margin study. (SACE BR 3-4)

ECOSWF

ECOSWF asserts that by relying on the total reserve margin, rather than the LOLP criterion, as a
driver of deciding to build more power plants, generation growth has outpaced the growth of
demand. (ECOSWF BR 8) ECOSWF suggests that the Commission should rely on FPL's 2014
LOLP Projections in this proceeding. (ECOSWF BR 11) Based on FPL's 2014 LOLP
projections ECOSWF asserts that it is not until 2022 that the LOLP criterion is violated,
assuming no new generation sources being brought on-line. (ECOSWF BR 12) ECOSWF also
argues that a good basis of comparison for the desired reliability of the generation system is the
reliability of the distribution and transmission system. ECOSWF asserts that FPL characterizes
its assessment of its distribution and transmission system as strong. (ECOSWF BR 7)

ECOSWF asserts that since the Commission last examined the 20 percent reserve margin, the
electricity industry has made improvements in load management, load control, and demand
response, along with improvements in distributed generation and storage. (ECOSWF BR 20)
ECOSWF further suggests that because of the reliability FPL has achieved for its system, there is
no need for FPL to maintain a 20 percent total reserve margin. (ECOSWF BR 20)

ECOSWF also contests FPL's load forecast. ECOSWF asserts that that since 2005, FPL has, on
average, over-projected summer peak load five years out by 1,725 MW. (ECOSWF BR 12)
ECOSWF contends that the over-forecasts demonstrate that the Commission should not rely on
these load forecasts. (ECOSWF BR 13)

ECOSWF recommends that even with a 15 percent reserve margin, FPL could lose 1,980 MW of
capacity, and still sell at least 458 MW ofpower to another utility while maintaining all firm load
for its customers during its highest peak ever is proof that it does not need a new power plant in
2019. (ECOSWF BR15)

FIPUG

FIPUG took a position opposed to FPL's; however, FIPUG did not provide arguments directly
related to the information discussed in this issue.

Analysis
FPL witnesses Sim and Feldman provided testimony and exhibits concerning FPL's projected
reliability need, including its load forecast, for the proposed OCEC Unit I. As described in the
testimony of witness Sim, FPL utilizes three reliability criteria to project the timing and
magnitude of its future resource needs. The three reliability criteria are: (1) a 20 percent reserve
margin (2) a 10 percent generation only reserve margin; and (3) an LOLP criterion. (TR 53)
Witness Sim testified that if one or more of these criteria is projected to not be met in a given
future year, then additional resources are needed in that year. (TR 54)

FPL's 10 percent generation only reserve margin criterion and 20 percent reserve margin
criterion provide an indication of the adequacy of capacity resources compared to load during



Docket No. 150196-EI Issue 1
Date: December 23,2015

peak periods. (EXH 2, p. 104) Both of these criteria are discussed in greater detail later in this
analysis. The LOLP criterion looks at the daily peak demands, while taking into consideration
events such as the xmavailabilityof individual resources due to maintenance or outages. (EXH 2,
p. 104)

Witness Sim testified that FPL's projections, after accounting for demand-side management
(DSM), show that neither the 20 percent reserve margin, nor the 10 percent generation only
reserve margin, criterion will be met in 2019 based on total capacity and projected summer peak
load. Consequently, FPL has a need for generation capacity in 2019 based on FPL's reserve
margin criteria. (TR 49 and TR 54) Based on FPL's projected LOLP, the Company does not
have a need until 2022, (TR 86-87, EXH 64, Attachment 1, Tab 1)

Staffs analysis of FPL's projected reliability need is organized as follows:

• a review ofFPL's load forecast;
• a review ofthe 20 percent reserve margin; and
• a review ofthe 10 percent generation only reserve margin reliability criteria.

Load Forecast

FPL's load forecasts in this proceeding are the same forecasts FPL presented in its 2015 TYSP.
(TR 54 and 230; EXH 2) Tliese forecasts are generated using econometric models,® including
customer models, summer and winter peak demand per customer models, and a net energy for
load (NEL) per customer model. FPL witness Feldman maintains that the Commission has
consistently relied on these models for various forecasting purposes, and the modeling resuhs
have been reviewed and accepted by the Commission in past proceedings.^ (TR 235, 236 and
253)

Customer growth is a primary driver of the growth of peak demand and net energy for load. (TR
234) To forecast its customer base, FPL's customer model includes statewide population growth
as the most influential variable. (EXH 5) FPL used July 2014 population estimates and
projections from the Bureau of Business and Economic Research of the University of Florida
(BEBR) and the Office of Economic and Demographic Research (EDR). (TR 233-234) Staff
inquired as to the rationale for FPL relying upon projections of statewide population growth,
rather than projections of growth in the 35 counties in FPL's service area, which could more
accurately reflect growth in FPL's customer base. In response to staffs inquiry, witness Feldman
stated that FPL had not considered the use of historical county population data in favor of
statewide population data, citing: a high historical customer forecast accuracy using statewide
population data; statewide EDR population forecasts are more current than county forecasts; and,
in some of the counties in its service territory, FPL serves only a small portion of the population.
(TR 274) FPL further justified its use of statewide population forecasts by citing good statistical
results in its customer model. (TR 235,274,279, and 280)

^ An econometric model is a numerical representation, obtained through statistical estimation techniques, of the
degree of relationship between a dependent variable (e.g. summer peak per customer) and the independent, or
explanatory, variables (e.g. heating degree days and energy price). A change in any of the independent variables will
result in a corresponding change in the dependent variable.
' Docket No. 130198-EI, InRe: Petitionforprudence determination regarding new pipeline system, and Docket No.
110309-EI, In Re: Petition to determine needfor modernization ofPort Everglades Plant.
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Concerning the accuracy of its customer model, witness Feldman stated that FPL's one-year out
customer forecast error rates are generally within "a couple of tenths of a percent." (TR 276)
Witness Feldman agreed, however, that FPL had a large variance in its 2008 TYSP forecast of
2012 total customers of 6.65 percent, due to the unusual set ofconditions posed by the recession
of 2007- 2009. (TR 277) Witness Feldman indicated that FPL's most recent customer forecast
error rates were below the four-year error rate of its 2011 TYSP's forecast of 2014, which was
0.72 percent. (TR 278) Since the recession, witness Feldman reported that modeling adjustments
and improvements have led to smaller forecast errors. (TR 284).

Staff initially had reservations regarding FPL's forecasts due to potential forecast errors
attributable to disparities between statewide and service area population growth rates. If those
two grov^h rates diverge, systematic forecast errors may result. In the instant case, however,
witness Feldman reported that the population growth rate at the county level is similar to the
population growth rate at the state level over a ten year horizon, about 1.3 percent. (TR 279-280).
FPL's customer forecasts indicate that FPL expects continued growth in its customer base with
an annual average increase in total customers of 1.3 percent from 2014-2024. (TR 234; EXH 7)
Upon further review, staff believes FPL's customer forecast is reasonable for purposes of this
proceeding. None of the intervening parties presented substantial evidence to challenge FPL's
customer forecast.

FPL's long-term summer peak demand forecasts include a base case forecast and a risk-adjusted
forecast. The base case forecast presents the most likely forecast in that there is an equal
probability of over-forecasting as under-forecasting. The risk-adjusted forecast is designed to
reflect the higher values of peak demand that could occur in the future given past differences
between actual and forecasted values of demand. FPL's risk-adjusted forecast thus reflects a
reduction in the risk of under-forecasting future load growth. The capacity need addressed in this
proceeding is based on the base case forecasts and not on the risk-adjusted forecasts. (TR 244,
471, and 473)

FPL presented both a summer peak demand base case forecast, which is 25,045 MW by 2019,
(TR 242; EXH 11) and a winter peak demand forecast, which is 21,792 MW by 2019. (TR 248;
EXH 13) Staff's analysis focused on FPL's summer peak demand forecast since it is the key
driver for the need in this proceeding. The preliminary forecast of summer peak demand is
derived by using the output from summer peak per customer model multiplied by the forecasted
number of customers discussed above. Staff reviewed the model specification, inputs,
assumptions, and statistical analysis. Staff believes the summer peak demand model is
reasonable.

The output of the summer peak per customer model is multiplied by the number of customers to
derive a preliminary estimate of the forecasted summer peak. FPL then made adjustments to the
forecasted summer peak to reflect the impacts from various incremental and new loads resulting
from wholesale contracts, plug-in vehicles. Economic Development and Existing Facility
Economic Riders, and distributed solar generation. These adjustments, except the one related to
distributed solar generation, have been incorporated into FPL's forecasts presented in its prior
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petitions before the Commission. (TR 242) Staff reviewed the out-of-model adjustments and
believes that the adjustments are appropriate for use in this proceeding.

ECOSWF questioned FPL's summer peak demand, claiming that FPL has a history of over-
projecting load five-years into the future (i.e. "five years out"). (ECOSWF BR 13, TR 264).
ECOSWF argues that FPL consistently over-forecasts its summer peak demand five-years into
the future, citing the over-forecast of summerpeak demand for the years following the recession.
(ECOSWF BR 12-13) The direct testimony of ECOSWF witness Rabago did not address this
issue.

Staff reviewed FPL's historic forecasting accuracy of past summer peak demand forecasts. The
review methodology involves comparing actual summer peak for a given year to summer peak
forecasts madeone, two, three, four, and five yearsprior. This methodology has beenpreviously
used by the Commission to review the Florida utilities' historic forecasting accuracy of past
retail energy sales forecasts presented in the recent years' TYSPs.'® These differences, expressed
as an average percentage error rate, were used to determine FPL's historic forecast accuracy. An
average (AVG) error with a negative value indicates an under-forecast, while a positive value
represents an over-forecast. An absolute (ABS) average error provides an indication of the total
magnitude of error, regardless of the tendency to under or over forecast. The results are
presented in Table 1-1, below.

Table 1-1: Accuracy of FPL's Summer Peak Demand and Forecasts

•...AV<gL]
3i L'u-JbTijiji EEniSsiiil [..jErrbCl)

f 2001-2005 TYSPs -9:44% -2.91% -0.83% ::-232% -^3:33% -3.74% 3.74%

2002-2006 TYSPs -2.99% -7.93% -1J8% ; 0;4$% -o>fis% -2.49% 2.69%

2003-2007 TYSPs 4J1% i2l29% i '^7J1% -1.22% 0.53% -2.20% 2.41%

2004-2008 TYSPs 5;5i% -0;51% -2.29% r7.51% -1.22% -1.20% 3.41%

2005-2009 TYSPs ; 253% -.5:59% ; -0.89% -3.03% i;i:-8;47% -0.89% 4.06%

2006-2010 TYSPs 8j69% ;6:02% iJ: 9.14% ; 2:58% iiiJo;44% 5J7% 5J7%

2007-2011 TYSPs 12.16^0 . 7;28% 14:63% 7.51% 1.33% 6.58% 6.58%

2008-2012 TYSPs 10.^3% 5.51% 1.93% ; :iJ5i80% 7.51% 7.51%

2009-2013 TYSPs 3.02% 2225% : -1.17% ::-5i24% ih;;;45;8i% -1J9% 3.50%

2010-2014 TYSPs 2171% : 3j39% 3.16% ;; 0.78% >j;4i.52% 1.70% 2J1%

2011-2015 TYSPs . _

2012-2016 TYSPs .

2013-2017 TYSPs . - . _

2018Q . " „ 2014-2018 TYSPs . - . .

; 2015-2019 TYSPs r-i.rr..:---: . -

~ iAVGiBFrfig:-- ^3 3.52% 2.15% 0.82% ii-OJ59% -1.27%

agSAW'itfdr 6.10% 4.88% 3.67% 325% ••2.89%

3 4 6 5 6 6

7 6 4 5 4 4

Note:

• Source data:EXH 36.page 201, EXH 37,page 45;EXH 38,page 45;EXH 39,page 44;EXH 40,page 45;EXH 41,page48; EXH 42,
page46,EXH 43,page 50;EXH 44,page55;EXH 45,page54;EXH 46,page 59;EXH 47,page52;EXH 48,page 53;EXH 49,page 48;
and EXH 50, page 48.
•• 2014 5-Year Prior Error Rate is based on 2010 TYSP Forecast of 2014 Summer Peal<Demand.

*** Actual data isnot available startingfromthisyear.
**•* 2019 5-Year Prior Error Rate willbe based on 2015 TYSP Forecast of 2019 Summer Peak Demand.

This methodology has been previously used by the Commission to review Florida utilities' historic forecast
accuracy of retail energysales forecasts presented in reporting utilities 2013-2015 TYSPs.
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As shown in Table 1-1 above, beginning with planning year 2009, FPL's forecasting error was
significantly reduced, and the variance between the projected and actual summer peak demand
start to show both over and under forecasting. Staff notes that three out of ten of the "five years
out" forecasts, for the period of 2005 through 2014, were under-forecasts (shown at the bottom
of Table 1-1), which demonstrate that FPL's "five years out" forecasts are not consistently over-
forecasts, as asserted by ECOSWF. The cumulative number of over- and under- forecasts for one
to five years out, at liie bottom of Table 1-1, also indicate that FPL's overall summer peak
demand forecasts show almost an equal chance of an over-forecast or an imder-forecast, which
staff believes further demonstrates Aat no systematic over-forecasting or under-forecasting is
taking place. Therefore, based on staffs review of FPL's summer peak demand model, inputs,
assumptions, statistical analysis, and the out-of-model adjustments, staff believes that FPL's
summer peak demand forecast is appropriate for use in the instant proceeding.

To develop the econometric model to forecast net energy for load, FPL considered the principal
influencing factors including the customer base, weather, the economy, and codes and standards.
(TR 250) Accordingly, FPL's net energy per customer model has been developed incorporating
these variables. The output of the model is multiplied by the number of customers to derive a
preliminary net energy for load forecast. FPL then made adjustments to the preliminary estimate
similar to those made to its summer peak demand model. The final forecast shows that FPL is
projecting a 1.2 percent annual growth rate in net energy for load, resulting in a cumulative
increase of 13,563 GWh by 2024. (TR 252; EXH 14) Staff believes that the variables used by
FPL in developing the model and the adjustments made to the forecast are appropriate. None of
the intervening parties presented substantial evidence challenging FPL's net energy for load
forecast.

In summary, staff analyzed FPL's load forecasting models and believes the models to be
appropriate for forecasting purposes in the instant proceeding. Staff also reviewed the forecast
assumptions of anticipated economic and demographic conditions, as well as the adjustments
FPL made to its estimates produced by the forecasting models. Staff believes the assumptions
and adjustments used by FPL are appropriate. In addition, staff notes that there is nothing in the
record to indicate that any of the intervenors in this proceeding proffered any forecasting model
or forecasts of FPL's customers, summer peak demand, and net energy for load. No intervenor
challenged FPL's methodology, input data, assumptions, or out-of-model adjustments used to
project load. Based on the record as well as staffs analysis and review, staff recommends that
FPL's load forecasts are appropriate for consideration in this proceeding.

Twenty Percent Reserve Margin
As previously discussed FPL's projected need is based on its 20 percent reserve margin criterion
and 10 percent generation only reserve margin criterion. Staff addresses FPL's two reserve
margin criterions below. Based on a 20 percent reserve margin and FPL's previously discussed
load forecast FPL has demonstrated a need for new generation in order to maintain electric
system reliability and integrity. Table 1-2, below, summarizes FPL's projected need, assuming
no new capacity additions through 2020.

10
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Table 1-2: Summer Reserve Margin Calculations

Reserve Margin MW Shortage

2016 21.2% (259)

2017 20.4% (91)

2018 20.0% (1)

2019 16.4% 826

2020 15.0% 1,144

Issue 1

Source: EXH 3, updated on 11/18/2015

FPL's 20 percent reserve margin criterion is based on the relationship between firm peak load
and total capacity available to serve that load. (TR 54) FPL's reserve margin criterion accounts
for projected DSM capability (energy efficiency and load management) which reduces the
company's projected peak load. (EXH 3) As discussed in Issue 3 herein, staff believes FPL has
accounted for all reasonably available DSM measures in its projection of resource needs.

Both SACE witness Wilson and ECOSWF witness Rabago expressed trepidation v^dth regard to
the cost associated with dependence on a 20 percent reserve margin. Witness Wilson testified
that if FPL's 20 percent reserve margin is excessive then FPL's proposed OCEC Unit 1 does not
come at a reasonable cost. (TR 403-404) In a similar vein, witness Rabago testified that
adherence to the 20 percent reserve margin has resulted in costly overbuilding. (TR 454) In
response to a staff interrogatory, FPL provided an economic evaluation assuming the in-service
date of OCEC Unit 1, and all subsequent capacity additions were delayed by one-year. (TR 580-
581) The scenario requested by staff, which caused FPL's projected reserve margin to fall below
20 percent in a number ofyears, demonstrated a potential savings ofapproximately $235 million.
(TR 581-582) FPL's response additionally noted that its response did not account for short-term
capacity purchases and the projected decrease in the cumulative present value revenue
requirement (CPVRR) is likely overstated. (EXH 63) While staff recognizes the potential
savings associated vnih reducing FPL's 20 percent reserve margin criterion as discussed in detail
below, staff is concerned that a reduced reserve margin would impact system reliability.

FPL witness Sim testified that the starting point for FPL's use of a 20 percent reserve margin
was a stipulation approved by the Commission in 1999. (TR 125) To this point, SACE witness
Wilson argued that circumstances, such as generation outage rates, have changed since 1999 and
continued reliance upon a 20 percent reserve margin will lead to overbuilding. (TR 409 and 427)
Witness Wilson recommended that the Commission evaluate FPL's petition using the FRCC 15
percent reserve margin until such time as FPL, or the FRCC, provides analysis for the
Commission to consider. (TR 409-410) ECOSWF witness Rabago also testified that
circumstances have changed since the 1999 stipulation and added that low LOLP assessments
suggest a need to reexamine the 20 percent reserve margin. (TR 451)

OPC similarly suggests that FPL should adhere to a 15 percent reserve margin criterion as
outlined in Rule 25-6.035, F.A.C., which requires peninsular Florida utilities to maintain a
minimum 15 percent planned reserve margin in order to maintain an equitable sharing of energy
reserves. The language of Rule 25-6.035(1), F.A.C., clearly provides that the Rule is not

11
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intended to set a prudent level of reserves for long-term planning or reliability purposes. Rule 25-
6.035, F.A.C., states in part:

The planned and operating reserve margin standards established herein are
intended to maintain an equitable sharing of energy reserves, not to set a prudent
level of reserves for long-term planning or reliability purposes.

Witness Sim testified that FPL did not include justification, in its initial filing, for continued use
of a 20 percent reserve margin because the company does not believe such a justification is
required in a need determination filing. (TR 512) Witness Sim cited to Commission Order No.,
PSC-03-0175-FOF-EI, to support his testimony. In that Order, the Commission stated that "[t]he
proper forum to address what minimum reserves are necessary should be in a generic docket, as
was previously done, and not in a particular utility's power plant need determination docket."
(TR504;EXH66, p. 4)

Staff agrees that a need determination proceeding is not the appropriate forum to address what a
utility's minimum reserves should be. The 20 percent reserve margin was established in a docket
that involved multiple utilities as well as the FRCC, in which the planned reserve margins of
peninsular Florida were considered. Furthermore staff has concerns that reducing the reserve
margin for a single utility may have unintended adverse consequences on the reliability of the
individual utility as well as peninsular Florida. Staffbelieves that a high load event that occurred
on January 11, 2010, highlights this concern. During that event, FPL sold more than 500 MW of
emergency power to Duke Energy Florida, which also utilizes a 20 percent reserve margin. (TR
553; EXH 67, p. 1)

As part of his rebuttal testimony, FPL witness Sim testified that, on January 11, 2010, load was
higher than expected, and a higher-than-normal amount of FPL generation was either out-of-
service or operating at less than full capacity. (TR 494) Witness Sim further explained that "other
utility systems in Florida were also experiencing difficulties, and FPL provided support by
implementing a significant portion of its load management capability to assist at least one other
utility." (TR 494) In contrast, SACE Witness Wilson opined that FPL would have had sufficient
resources under a 15 percent reserve margin to meet its load during the discussed high load
event. (TR 438-439)

Witness Sim provided an analysis considering the potential impacts a 15 percent reserve margin
planning criterion would have had on system reliability during the January 11, 2010 high load
event. (EXH 69, p. 2) In order to reflect a 15 percent reserve margin planning criterion v^tness
Sim reduced FPL's total capacity by approximately 1,200 MW. (EXH 69, p. 2) Staff believes
that this reduction reasonably reflects a resource plan based on 15 percent reserve margin
criterion. Based on FPL's analysis and assumptions, which considered more than 1,700 MW of
load management that was available during the event, FPL would have been 68 MW short of
meeting firm load while providing assistance to another utility. (TR 584)

Based on staffs review of the January 11, 2010 high load event, if FPL had been planning to a
15 percent reserve margin criterion, FPL would have had sufficient capacity to serve its
customers during the high load event assuming that it did not sell emergency power to Duke
Energy Florida. During the hearing in this matter, witness Sim testified that, if FPL recalled its
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emergency power. Duke Energy Florida customers would have faced blackouts. (TR 584) Staff
believes that this amplifies the point that minimum reserves should not be addressed in the
vacuum of an individual utility's need determination proceeding, but rather in a generic
proceeding that allows input from other peninsular Florida utilities and the FRCC. To clarify,
staff is not suggesting that FPL should ensure the reliability of other utilities. Rather, staff
recommends that the 20 percent reserve margin criterion utilized by FPL was established giving
consideration to peninsular Florida and, thus, should not be changed absent similar
consideration.

Staff concludes that the 20 percent reserve margin remains appropriate for identifying the timing
of resource needs. As part of his rebuttal testimony, FPL witness Sim also provided an exhibit
identifying 13 need determination proceedings, since the 1999 Stipulation, which were evaluated
by the Commission based on a 20 percent reserve margin. (EXH 66, pp. 1-14) Therefore, staffs
recommendation to determine reliability based on reliance on a 20 percent reserve margin, is
consistent with prior Commission decisions.

Ten Percent Generation Only Reserve Margin
Similar to its 20 percent reserve margin, FPL's 10 percent generation only reserve margin is
based on the relationship between peak load and total capacity available to serve that load.
Unlike its 20 percent reserve margin, FPL's 10 percent generation only reserve margin does not
account for projected DSM capability. (EXH 2, p. 105) FPL first implemented the 10 percent
generation only reserve margin in its resource planning in 2014. (TR 92-93) Witness Sim
testified that two occurrences caused FPL to take another look at its reliability planning criteria.
One of those occurrences was the Commission's 2009 DSM goals order and the other occurrence
was the January 11,2010, high load event discussed above. (TR 145-146)

With respect to the Commission's 2009 DSM goals order, witness Sim testified that the order
demonstrated a potential for FPL to be more heavily dependent upon DSM. Witness Sim further
testified that the 2009 goals were never implemented and the goals set in 2014 were quite a bit
lower than 2009, and in large part has reduced the generation only reserve margin impact in this
case. (TR 147,154)

Regarding the January 11,2010, high load event, FPL evaluated the event assuming a 10 percent
generation only reserve margin and a 5 percent generation only reserve margin. (EXH 70, p. 2)
For this analysis FPL contemplated scenarios with and without Turkey Point Unit 4, which
tripped hours after the high load event. (EXH 70, p. 17; TR 515) Assuming a 5 percent
generation only reserve margin without Turkey Point Unit 4, FPL would have had to shed firm
load after implementing available load management. However, assuming FPL's actual
generation only reserve margin on that day (8.4 percent), FPL would not have had to shed firm
load even without Turkey Point Unit 4. (EXH 70, p. 17) Therefore, a 10 percent generation only
reserve margin would not have been necessary in order to allow FPL to reliably serve its
customers during that event.

Although, SACE witness Wilson and ECOSWF witness Rabago provided testimony refuting
FPL's need for a 10 percent generation only reserve margin criterion, FPL's own analyses
demonstrate that a generation only reserve margin is not the primary driver for its projected need
in 2019. FPL Witness Sim testified that the 10 percent generation only reserve margin is not a
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significant factor in this case. (TR 499) Staff believes that there is value in evaluating reliability
from different perspectives, such as a generation only reserve margin, as it can provide useful
information regarding the assurance that FPL's 20 percent reserve margin will be achieved.
However, because both generation and DSM are considered resources, staff recommends that a
reserve margin criterion that includes both of these resources is a more fitting criterion for
overall reliability analyses.

Conclusion

Based on a reasonable load reasonable load forecast and a 20 percent reserve margin criterion
FPL demonstrates a need for additional generation beginning in 2019.
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Issue 2: Are there any renewable energy sources and technologies or conservation measures
taken by or reasonably available to Florida Power & Light, which might mitigate the need for the
proposed Okeechobee Clean Energy Center Unit 1?

Recommendation: No. FPL's forecast of resource needs takes into account all projected
DSM from cost-effective programs approved by the Commission. No additional cost-effective
DSM has been identified in this proceeding which could mitigate the need for new generation.
Similarly, all existing firm generating capacity from renewable resources and qualifying facilities
through 2024 is already reflected in FPL's forecast of resource needs. (Wooten)

Positions of Parties

FPL: No. In determining its customers' resource needs, FPL accounted for all FPL and
Commission-identified cost-effective and reasonably achievable renewable energy and
conservation measures reasonably available to FPL that might mitigate the need for the
Okeechobee Unit. After accounting for over 200 MW of additional solar PV scheduled to be on
FPL's system by 2016 and the level of FPL DSM the Commission has previously determined is
reasonably achievable and cost-effective, FPL still has a resource need of over 900 MW in 2019
that grows in subsequent years. The Okeechobee Unit is the best alternative available to meet
that need.

OPC: Yes. There may be renewable energy sources and technologies or conservation measures
that could have been taken by or reasonably available to Florida Power & Light, which might
mitigate the need for the proposed Okeechobee Clean Energy Center Unit 1. However, FPL's
DSM and PV solar evaluations were insufficient to determine whether there were ways to
increase DSM and PV solar to meet a portion of any need. The introduction of a 10% GRM
criterion creates an unlawful bias against finding ways to increase DSM and PV solar to meet a
portion of any need.

SACE: Yes. FPL has failed to utilize renewable energy sources and technologies, in particular
solar PV resources, as well as conservation measures, namely energy efficiency, reasonably
available to it which might mitigate the need for the proposed OCEC Unit 1. Specifically, FPL
did nothing more than pay lip service to solar PV as an alternative to the proposed OCEC Unit 1,
and has failed to capitalize on countless opportunities to pursue much hi^er levels of energy
efficiency.

ECOSWF: Yes, renewable energy and conservation measures could obviate whatever alleged
need would be met by the proposed unit. FPL should be expanding its demand response program
in order to maintain reliability during freak weather events. By reducing payments, FPL has
artificially reduced the number of customers who volunteer to participate in demand response
programs. Rather than investing well over a billion dollars of ratepayer money in a new power
plant, FPL should be increasing payments to participants in its demand response programs. Such
participation will obviate any capacity need in FPL's system for the foreseeable future.

FIPUG: Yes.
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StaffAnalysis:

Parties' Arguments

FPL

FPL argues that it has relied upon the Commission's determination in the 2014 DSM Goals
proceeding for making its decisions. FPL contends that none of the intervenors have shown
additional cost-effective DSM reasonably available to FPL and that lowering FPL's reserve
margin as advocated by the intervenors would make the approved 2014 DSM amounts less cost-
effective. FPL further states, that nothing in the record supports any additional DSM measures
that it did not already account for in the need determination request. (FPL BR 20) FPL maintains
that there are no additional cost-effective renewable generation resources available that would
mitigate the need for the OCEC Unit 1 in 2019. FPL additionally asserts that no intervenor
provided any other cost-effective renewable generation to meet its 2019 need. (FPL BR 21)

OPC

OPC agrees with ECOSWF and SACE that FPL did not conduct significant analysis to evaluate
if renewable energy sources were reasonably available to FPL to meet need. (OPC BR 14)

SACE

SACE argues that FPL did not adequately explore reasonably available renewable energy
sources and determined from the outset that it wanted to construct the OCEC Unit 1. (SACE BR
12) SACE contends that, since FPL had pre-filed testimony citing gas fired units as "most likely"
candidates to meet the 2019 need and eliminated solar photovoltaic (PV) in the first stage of the
need analysis, renewable energy sources never received real consideration. (SACE BR 13)
Finally, SACE contends that FPL did not complete the analysis in a way that satisfactorily met
the burden ofproof needed. (SACE BR 14)

ECOSWF

ECOSWF maintains that FPL has not incentivized cost-effective load management programs
v^dth their customers that would eliminate the need for the OCEC Unit 1. ECOSWF states that air

conditioner load management could be useful during summer peak since FPL is using summer
load projections to justify their reserve margin for this need determination. ECOSWF also argues
that FPL provides incomplete information relating to additional analyses that could be performed
for PV that would meet need. (ECOSWF BR 21)

FIPUG

FIPUG disputes that FPL met the burden of proof to show that its proposed OCEC Unit 1 is
needed and should be denied or deferred. (FIPUG BR 3)

Analysis
FPL considered multiple options when considering what types of generating facilities and
technologies would be viable for 2019 self-build options. (TR 58) With regard to renewable
energy sources, FPL considered and evaluated solar energy as a potential source for meeting all
or a portion of its 2019 resource need. (TR 64) According to Witness Sim, the evaluation of
FPL's forecast of resource needs takes into account all projected DSM from cost-effective
programs approved by the Commission. (TR 49)
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ECOSWF asserts that FPL did not properly incentivize cost-effective load management
programs that would eliminate the need for the new OCEC Unit 1, but did not provide an
analysis to support its claim. FPL Witness Sim argued that by solely following the 20 percent
total reserve margin criterion, an additional 823 MW of cost-effective DSM would be needed in
less than four years. (TR 55) This would equate to 206 MW per year of additional cost-effective
DSM. Witness Sim testified that FPL would have to enroll more than 70 percent of its total
residential customers in the load management program in order to obtain this level of savings.
(TR 55-57) In Order Number PSC-14-0696-FOF-EG,^^ the Commission found that the total
amount of achievable, cost-effective DSM for FPL over a 10 year period was about 53 MW per
year on average.

Staff notes that raising incentives for DSM lowers cost-effectiveness for non participants. FPL's
most recent DSM plan approved by this Commission in Order No., PSC-15-0331-PAA-EG,
included cost-effective load management, and was not appealed by any intervenor in that
proceeding. No additional cost-effective DSM has been identified in^s proceeding that could
mitigate FPL's need for new generation. Furthermore, no evidence has been presented to suggest
that FPL is not meeting the DSM goals set by this Commission.

Similarly, all existing firm generating capacity from renewable resources and qualifying facilities
through 2024 is already reflected in FPL's 2015 TYSP. (EXH 50) FPL focused on several
concerns PV presented for the amount of capacity needed in 2019, namely timely and reasonably
affordable acquisition of land, PV costs, and the ability to deliver firm capacity. (TR 64)
Specifically, FPL would need to acquire approximately 21,000 acres of land, with only a
relatively small percentage of that being currently owned by FPL, to accommodate a solar PV
generating solution. (TR 187) Despite the aforementioned concern, staffnotes that this is the first
time FPL included existing and planned solar as a firm resource in a need determination filing.
(TR212)

Conclusion

FPL's forecast of resource needs takes into account all projected DSM from cost-effective
programs approved by the Commission. No additional cost-effective DSM has been identified in
this proceeding that could mitigate the need for new generation. Similarly, all existing firm
generating capacity from renewable resources and qualifying facilities through 2024 is already
reflected in FPL's forecast of resource needs.

'' Order No. PSC-15-0331-PAA-EG, issued December 16,2014, in Docket No. 130199-EI, In re: Commission
review ofnumeric conservation goals (Florida Power & Light Company).
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Issue 3: Is there a need for the proposed Okeechobee Clean Energy Center Unit 1, taking into
account the need for adequate electricity at a reasonable cost, as this criterion is used in Section
403.519(3), F.S.?

Recommendation: Yes. Staff recommends that FPL's assumptions and forecasts in its
analysis of proposed OCEC Unit 1 are reasonable for evaluation purposes. (Mtenga, Archer,
McNulty)

Position of the Parties:

FPL: Yes. The projected cost of the 1,633 MW Okeechobee Unit is $1,231,700,000 or $754/kW.
The Okeechobee Unit has outstanding projected operational parameters: an EAF of 95.5%; a
POF 3.5% and a FOF of 1.0%. It is projected to have an exceptionally low heat rate of 6,249
BTU/kWh at 75°F. This low projected heat rate will make the Okeechobee Unit the most fuel-
efficient CC unit on FPL's already highly efficient system. Having this highly efficient
generating unit, available to serve customers over 95% of the time will generate significant fuel
savings for FPL's customers.

OPC: No. using a margin reserve greater than 15% with a 10% GRM criterion will lead to
uneconomic and unnecessary overbuilding of generation and result in unreasonable rate
increases for FPL's ratepayers.

SACE: No. FPL's 20% reserve margin criterion is excessive, and its 10% generation only
reserve margin criterion is unnecessary. Therefore, the proposed OCEC Unit 1 would result in
the uneconomic overbuilding of generation capacity at an unreasonable cost for FPL ratepayers
under the guise of reliability.

ECOSWF: No. As stated in Issue 1, and as shown by the evidence, there is no need for the
proposed unit in order to maintain adequate reliability. FPL's own calculations show that under
current conditions, only one rolling blackout would be expected to occur from lack of generating
resources in the next 3,000 years. Adding this unit will simply add an unnecessary cost to FPL
customers, adding over $17 to each residential customer's bills each year. FPL ahready provides
a more than adequate amount of electricity. Adding this unit will simply make the cost of
providing electricity less reasonable.

FIPUG: No.

StaffAnalysis:

Parties Arguments:

FPL

FPL asserts that the total cost of the plant, including funds used during construction and
transmission costs is $1,232 billion. (FPL BR 22) FPL's analyses shows that OCEC Unit 1 is
projected to save FPL's customers between $72 million to $153 million CPVRR. (FPL BR 3)
FPL attests that the low projected heat rate of 6,249 Btu/kWh will make OCEC Unit 1 the most
fuel efficient in FPL's system. (FPL BR 22)
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OPC

OPCargues that the 20 percent reserve margin is excessive. OPC adds that FPL did not consider
the risks and impact of overbuilding and that FPL's proposal fails to properly address the
requirement for adequate and affordable service. (OPC BR 17)

SACE

SACK argues that FPL's 20 percent reserve margin is excessive and FPL already provides
adequate electricity and therefore any cost associated with building OCEC Unit 1 should be
considered unreasonable. (SACE BR 14)

ECOSWF

ECOSWF like SACE argues that FPL's 20 percent reserve margin is excessive. ECOSWF
requests that the Commission closely examine FPL's reliability on natural gas asserting FPLhas
moved to vertically integrate its entire natural gas structure and should be viewed with
skepticism. (ECOSWF BR 19)

FIPUG

FIPUGtook a position in oppositionto FPL, but did not providearguments directly related to the
information discussed in this issue.

Analysis
FPL's OCEC Unit 1 is a proposed 1,633 MW power plant located in Okeechobee County. As
proposed the Okeechobee Plant v^ll include three combustion turbines, three heat recovery
steam generators, and one single-reheat steam turbine. (TR 292)

The proposed OCEC Unit 1 would be located on 2,842 acres of land that FPL acquired in 2011
in northeast Okeechobee County. Once operational, OCEC Unit 1 would comprise
approximately 250 acres of the site. (TR 299) The OCEC Unit 1 will be interconnected to the
FPL transmission grid through an existing transmission line. (TR 305) FPL attests that the
transmission lines will not adversely impact the reliability of the FRCC transmission system. (TR
305)

FPL has experience building combined-cycle units on time and under budget. (EXH 17) Cost
estimates of the new unit are based off of previous project experience with adjustments for
project scheduling, specific site conditions and anticipated market conditions during period of
project execution. (EXH 61) FPL's analysis projects OCEC Unit 1 will save customers between
$72 million to $153 CPVRR as compared to other available self-build alternatives. Staffs
analysis of FPL's assumptions used to evaluate OCEC Unit 1 is discussed below.

Financial Assumptions
FPL used a capital structure consisting of 59.62 percent equity at a cost rate of 10.50 percent and
40.38 percent debt at a cost rate of 5.14 percent. (EXH 61) FPL applied an after-tax discount rate
of 7.54 percent based on the effective income tax rate of 38.58 percent. (EXH 61) None of the
intervening parties presented substantial evidence to dispute the reasonableness of these financial
assumptions. Staff, therefore, concludes that the financial assumptions used by FPL for its
evaluation are reasonable.
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Generation Cost Estimates and Projected Performance
The installed cost of OCEC Unit 1 is projected to be approximately $1,232 billion. (TR 19)
FPL's witness Kingston presented testimony and exhibits regarding cost estimates and
performance projections of the proposed OCEC plant. OCEC Unit 1 is projected to have a heat
rate of 6,249 Btu/kWh at full capacity and is expected to have an availability factor of 95.5
percent. (EXH 22) The cost estimates, heat rate, and equivalent availability parameters for
OCEC Unit 1 are comparable with similar projects approved by the Commission.

Fuei Costs

FPL relies upon leading industry fuel forecasting experts for its fuel price forecasts used in its
evaluation of OCEC Unit 1. (TR 356) The fuel price forecasts FPL used in the evaluation were
its November 3, 2014, and October 7, 2013, long-term fuel price forecasts. (TR 352) FPL
witness Stubblefield stated that FPL's fiiel price forecasts reflect the projected commodity and
transportation costs for fuel oil, natural gas, and coal. (TR 351)

FPL's methodology for developing its natural gas and fuel oil forecasts are structured according
to the time period of the forecast. For years 1 and 2 of the natural gas price forecast, the
methodology is based on the Henry Hub forward curve. Years 3 and 4 of the forecast are based
on a 50/50 blend of the forward curve and the most current projections from the PIRA Energy
Group. Years 5 through 20 of the forecast are based on the annual projections of the PIRA
Energy Group. Years 21 through 35 are based on the real rate of escalation from the U.S. Energy
Information Administration (EIA). FPL's fuel oil forecast is based on the same methodology,
except years 1 and 2 of the forecast are based on the New York Harbor 0.7 percent sulfur heavy
oil and ultra low diesel fuel oil. Natural gas and fiiel oil transportation forecasts are added to
these commodity forecasts to arrive at delivered fuel forecasts. Coal prices are based on cost
information provided by JD Energy, Inc. for both commodity and transportation. FPL witness
Stubblefield testified that this basic fuel forecasting methodology has not changed since at least
2008. (TR 364) None of the intervening parties presented substantial evidence challenging FPL's
fuel price forecasts or methodologies.

Staff compared FPL's natural gas price forecast (commodity only) to the EIA's 2015 Reference
Case obtained from the EIA's Annual Energy Outlook 2015 for the period 2015 through 2024.
(EXH 61) While each natural gas forecast (i.e. FPL's, EIA's) was developed independently, staff
believes the forecasts were reasonably comparable for all years based on both unit and percent
differences for the years 2015 through 2024.

Witness Stubblefield testified that Sabal Trail, Florida Southeastern Connection (FSC) and the
OCEC Unit 1 gas lateral pipeline transportation costs have been included in the evaluation of the
OCEC Unit 1 project. (TR 354-355) Witness Stubblefield explained that the pipelines' capacity
costs are included in the gas transportation demand charge collected via the fuel clause. (TR 377-
378)

In response to staff discovery requests seeking to test the robustness of FPL's purported cost
savings of the proposed generating unit compared to other generating alternatives, FPL provided
its July 27, 2015, update to its natural gas fuel price forecast for the years of the planned in-
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service period of OCEC Unit 1. (EXH 59) A comparison of the current FPL natural gas price
forecast to FPL's November 3, 2014, natural gas price forecast reveals that FPL's more current
forecast is relatively lower in 2019; nearly the same from 2020 to 2035, then trends higher at a
constant rate from 2036 to 2049. The timing of these comparative changes in the forecast can be
understood by considering the methodology FPL uses to construct its natural gas price forecasts,
including the impact of the EIA escalation factor for years 21-35, or 2036 to 2049. (EXH 27;
EXH 59)

Staff has reviewed FPL's fiiel price forecasts and the methodologies FPL used to prepare the
forecasts. Based on staffs review of the methodology and sources used to prepare FPL's fiiel
price forecasts, staff believes FPL's fuel price forecasts are reasonable for purposes of evaluating
FPL's OCEC Unit 1. None of the intervening parties presented substantial evidence to dispute
FPL's fuel price forecasts.

Environmental Costs

FPL relied on ICF's International National Emission Price forecasts for the projected
environmental compliance cost for SO2,NOx and CO2 in its analyses of its self-build options. In
FPL's first stage ofanalyses, CO2 costs were projected to start in 2023, for the second stage costs
started in 2020. The change in start dates reflect the projected start year in the draft rules for the
EPA's Clean Power Plan. (EXH 61)

Changes in SO2 and NOx values from the first to second stage were due to the United States
Supreme Court's 2014 ruling to stay the EPA's Cross-State Air Pollution Rule which resulted in
changes for compliance costs projections for both SO2and NOx. (EXH 61)

FPL's use of ICF's international National Emission Price forecasts is consistent with past
analyses that have performed by the Company and reviewed by the Commission. Staff believes
that the changes made by the Company, from its first stage of analyses to its second stage of
analyses, are reasonably based on current events. Staff recommends that FPL's emission price
forecast is reasonable for evaluation purposes. Additionally, no party challenged FPL's
environmental cost assumptions in this proceeding.

Conclusion

Based on the summation of staff's analyses discussed above, staffconcludes that the assumptions
and forecasts used by FPL in its analysis of the proposed OCEC Unit 1 are reasonable for
evaluation purposes in this proceeding. Furthermore, staff believes that FPL has demonstrated
that the proposed OCEC Unit 1 would provide adequate electricity at a reasonable cost.
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Issue 4: Is there a need for the proposed Okeechobee Clean Energy Center Unit 1, taking into
account the need for fuel diversity, as this criterion is used in Section 403.519(3), F.S.?

Recommendation: No. While the OCEC Unit 1 will not improve FPL's overall fuel
diversity, the efficiency of OCEC Unit 1 allows FPL to reduce the total amount of natural gas
needed to serve the need of its customers. In addition, overall fuel supply reliability will be
enhanced because the OCEC Unit 1 will use light oil as a backup fuel. (Mtenga)

Position of the Parties

FPL: Yes. While the Okeechobee Unit will not improve FPL's fuel diversity, it will not
significantly increase FPL's reliance on natural gas, given other capacity additions and
retirements, plus the high level of fuel efficiency of this new unit In terms of utilizing other
energy sources for its generation portfolio, FPL is actively pursuing additional solar and nuclear
energy. This project will improve fuel supply reliability with its use of the new Sabal
Trail/Florida Southeast Connection natural gas pipeline.

OPC: No, the OCEC Unit 1 is a natural gas unit which will needlessly increase FPL's reliance
on natural gas.

SACE: No. FPL has, for a number of years, cited "maintaining/enhancing fiiel diversity in the
FPL system" as an ongoing concern in the Company's resource planning. However, construction
and operation of the OCEC Unit 1 will only exacerbate FPL's and its customers' already
precarious overreliance on natural gas.

ECOSWF: No. The proposed unit will increase FPL's over-reliance on natural gas when FPL
should be investing in clean energy to diversify its fuel portfolio. Instead, FPL is proposing to
continue its natural gas vertical integration. While investing in the production of natural gas,
FPL's parent company has also invested in pipelines to transport that gas. Natural gas prices are
inherently uncertain, and by increasing FPL's reliance on natural gas to nearly 70% of its fuel-
mix, the construction of this plant leaves FPL's customers more vulnerable to future price-
swings in natural gas prices.

FIPUG: No

StaffAnalysis:

Parties Arguments

FPL

FPL states that while the Okeechobee unit will not improve FPL's fuel diversity but it will not
significantly increase FPL's reliance on natural gas, given other capacity additions and
retirements. (FPL BR 24) FPL contends that a large part of its fuel diversity efforts consist of
improving system efficiency. FPL elaborates that the OCEC Unit 1 will be one of the most fuel-
efficient combined-cycle units built and will improve FPL's overall system fuel efficiency. (FPL
BR 24) FPL further expresses that OCEC's ability to bum light oil as a backup fuel further
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enhances FPL's reliability in the event of disruption in the supply or delivery of natural gas.
(FPL BR25)

OPC

OPC argues that the OCEC Unit 1 will not be fuel diverse and that such a dependence on natural
gas will be at a significant risk for FPL's customers. (OPC BR18)

SACE

SACE states that FPL is seeking Commission approval on another power plant that will increase
reliance on natural gas after expressing concern in FPL's 2014 TYSP about maintaining and
enhancing fuel diversity. (SACE BR 15)

ECOSWF

ECOSWF echoes SACE in arguing that OCEC Unit 1 will exacerbate FPL's reliance on natural
gas. (ECOSWF BR18)

FIPUG

FIPUG took a position in opposition to FPL, but did not provide arguments directly related to the
information discussed in this issue.

Analysis
FPL's proposed OCEC Unit 1 will be fueled by natural gas, and to enhance fuel supply
reliability, it will use light oil as a backup fuel. (TR 352) FPL has contracted firm gas
transportation on the Sabal Trail pipeline beginning by 2018. (TR 352) With the Sabal Trail
pipeline in place FPL will have sufficient natural gas transportation rights to meet the
requirements of OCEC Unit 1 (TR 352). Light fuel oil will be stored in sufficient quantities to
allow OCEC Unit 1 to operate at full capacity for seventy-two (72) hours of continuous
operation and can be resupplied with truck deliveries. (TR 352).

While it is true that the addition of the OCEC Unit 1 will increase FPL's dependence on natural
gas, adding OCEC Unit 1 will improve FPL's overall heat rate. (TR 295) The efficiency of
OCEC Unit 1 allows FPL to reduce the total amount of natural gas needed to serve the needs of
its customers. (TR 296) For example, when comparing actual gas usage, and generation in 2014,
to projected usage and generation in 2020, (the first full year of operation for the OCEC Unit 1),
FPL projects that its gas usage, in millions of cubic feet will increase approximately 14.6
percent. However, generation from natural gas, in gigawatt-hours is projected to increase 16.8
percent. (EXH 60, pp. 90 and 91)

Conclusion

While the OCEC Unit 1 will not improve FPL's overall fuel diversity, the efficiency of OCEC
Unit 1 allows FPL to reduce the total amount of natural gas needed to serve the need of its
customers. In addition, overall fuel supply reliability will be enhanced because the OCEC Unit 1
will use light oil as a backup fuel.
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Issue 5: Will the proposed Okeechobee Clean Energy Center Unit 1 provide the most cost-
effective alternative, as this criterion is used in Section 403.519(3), Florida Statutes?

Recommendation: Yes. The analyses in the record demonstrate that the OCEC Unit 1 is
projected to save customers approximately $72 million on a net present value basis when
compared to the next best alternative. Therefore, the OCEC Unit 1 is the most cost-effective
option to meet FPL's projected needs starting in 2019. (Graves)

Position of the Parties

FPL: Yes. The Okeechobee Unit is the most cost-effective alternative to meet FPL's customers'

reliability needs. FPL's analyses accounted for all cost-effective, reasonably achievable DSM
and renewable energy. The Okeechobee Unit is projected to save FPL's customers $72 million
CPVRR in electricity costs (current base case fuel forecast) over the next best self-build
alternative analyzed. It is more cost-effective than any solar PV alternative analyzed. A market
assessment was done under the Commission's Bid Rule, and no market alternatives were
available to FPL. There is no option that is projected to result in lower electric rates for FPL's
customers.

OPC: No. Since there is no need to build generation to meet a need in 2019, the most cost effect
alternative is not to self-build any new generation.

SACE: No. FPL has had countless opportunities to pursue much higher levels of energy
efficiency at a much lower cost that building new power plants, like the proposed OCEC Unit 1,
but has failed to take advantage of these opportunities. FPL also continues to xmderutilize
renewable energy sources and technologies, in particular solar PV resources, which are more
cost-effective than the proposed OCEC Unit 1.

ECOSWF: No. First, no alternative is needed because FPL's system will stay reliable without
the addition of the proposed plant. Second, to the extent there is any need, energy efficiency,
clean energy, demand response and load management are more cost-effective alternatives. FPL's
proposed plant should be subject to the same cost-effectiveness tests that the Commission
imposes on energy efficiency measures and demand response programs - the RIM test. Under
the RIM test, this plant is far fi:om being cost-effective.

FIPUG: No.

StaffAnalysis:

Parties' Arguments

FPL

FPL asserts that it examined feasible self-build generation options, including combined-cycle
units, combustion-turbine units, and solar PV facilities in order to meet its projected 2019
resource need. FPL adds that it removed coal-fired technologies and new nuclear capacity from
consideration due to environmental and timing concerns. (FPL BR 25-26)
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FPL explains that its first stage of analysis identified combined-cycle technology as the most
cost-effective option over combustion-turbine, PV, and hybrid PV/combined-cycle or
combustion-turbine generation options. FPL additionally asserts that PV alternatives were
determined to have considerable uncertainties regarding cost and reliability. (FPL BR 26) FPL's
second stage of analysis determined that the OCEC Unit 1 was the best, most economic self-
build option. FPL also expresses that no viable market alternatives were presented in response to
theRFP.(FPL BR 26-27)

FPL asserts that updated analyses demonstrate that the OCEC Unit 1 with the enhanced 1,633
MW design remains the most cost-effective alternative to meet its projected resource need in
2019. FPL elaborates that the OCEC Unit 1, with the updated assumptions, will save $72 million
CPVRR over the next best self-build alternative. (FPL BR 27-28)

OPC

OPC argues that a one year delay of the proposed OCEC Unit 1, as well as future capacity
additions, would result in significant CPVRR savings. OPC further adds that the total CPVRR
for a delay of one year is at a minimum $237 million. (OPC BR 19)

SACE

SACE contends that if FPL properly conducted its analyses the results would have demonstrated
that the utilization of solar PV and/or more energy efficiency, whether alone or in conjunction
with a smaller version of the proposed OCEC Unit 1, would be a more cost-effectivealternative.
(SACE BR 15)

ECOSWF

ECOSWF's post-hearing brief largely discussed the cost-effectiveness of the proposed plant in
the context ofDSM programs. Staffs review of achievable DSM is discussed in Issue 3 above.

FIPUG

FIPUG argues that deferral of the proposed plant should be considered as being more
advantageous to consumers. FIPUG additionally asserts, that the process for providing
consumers with the most cost-effective option to meet FPL's alleged needs, was harmed by
having only one party offer a competing bid to OCEC Unit 1. (FIPUG BR 2-3)

Analysis
FPL witness Sim's direct testimony provided an overview of FPL's process to determine its best
self-build option to meet its projected need in 2019. FPL's evaluation of self-build options was a
multi-stage process, which resulted in the OCEC Unit 1, a 1,622 MW combined-cycle power
plant located in Okeechobee County, being identified as the most economic self-build option to
meet FPL's future resource need. FPL initially considered gas-fired combined-cycles, simple
cycle combustion-turbines, and PV facilities as generation options. As discussed in Issue 2
above, FPL did not consider additional solar PV capacity as a replacement for the OCEC Unit 1
due to land requirements and cost constraints. Therefore, FPL continued its economic analyses
giving additional consideration to combined-cycle and combustion-turbine options.

FPL's first stage analyses were performed during 2014, and used then current forecasts (such as
load and fuel cost forecasts). The first stage of FPL's analyses identified the best site and
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generation type (combined-cycle or combustion-turbine). FPL evaluated sites located in
Okeechobee, Putnam, and Hendry counties. The results of FPL's first stage ofanalyses identified
the Okeechobee County site as the most economic site for new generation. The first stage of
analyses additionally indicated that resource plans with combined-cycle units, placed in-service
in 2019, were more cost-effective than resource plans with combustion-turbine units placed in-
service that same year. FPL's original filing showed the OCEC Unit 1 as the most cost-effective
option followed by six different combined-cycle combinations. The additional costs of the
alternatives ranged from $33 million to $322 million net present value. (EXH 5) At the hearing
in this proceeding, witness Sim described how FPL evaluated other alternatives and stated the
following:

Exhibit SRS-4 then presents the results of the first stage of FPL's analyses
of these generating options. From these results, two conclusions were
drawn. First, the best resource plan with a CC unit at the Okeechobee site
was projected to be $65 million CPVRR more economic than the best
resource plan vwth a CC unit sited at Putnam. Therefore, the Putnam site
was then removed from further consideration. Second, the best resource plan
containing only simple cycle CT units was projected to be $124 million
CPVRR more expensive than the best CC resource plan. At that point,
simple cycle CT-only generation options were removed from further
consideration."

(TR62)

Therefore, FPL's on-going analyses focused on refining the specific characteristics of its
combined-cycle options.

FPL's second stage analyses, performed in the second half of 2014 and in early 2015,
incorporated updated assumptions and forecasts. FPL also received refreshed cost and
performance vdues from the three vendors that were candidates to supply the combustion-
turbine component of its combined-cycle power plant options. The results of FPL's second stage
analyses identified a combined-cycle based on GE technology as the most economic option.
Additional refinements, including changes in the capacity and heat rate resulted in a 1,622 MW
combined-cycle, with peak firing and wet compression, being identified as the most economic
self-build option to meet FPL's future resource need. (TR 66-67)

On March, 16, 2015, FPL issued a Request for Proposals (RFP) to solicit non-FPL generation
options that could be evaluated as an alternative to OCEC Unit 1. Witness Sim testified that a
total of46 parties registered for the RFP. As described by witness Sim, one registrant objected to
aspects ofthe RFP in a filing to the Commission. (TR 69) In Order No., PSC-15-0171-PCO-EI,^^
the Commission determined that no changes to the RFP were needed.

Of the 46 bid registrants, FPL received one submittal in response to the RFP. Witness Sim
explained that the submittal was a power purchase agreement based on an existing combined-

Order No. PSC-15-0171-PCO-EI, issued May 5,2015, in Docket No. 150100-EI, In re: DeSoto County
Generating Company, LLC's objections to Florida Power & Light Company's 2015 requestfor proposals.
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cycle unit located in Alabama. Witness Sim also testified that the submittal failed to meet
numerous minimum requirements, including that it did not agree to guarantee the availability and
reliability values contained in the submittal. (TR 69-71) As such, FPL could not analyze
purchased power options compared to the OCEC Unit 1 in this proceeding. (TR 71)

In response to a staff interrogatory provided on November 10, 2015, FPL provided updated
analyses of OCEC Unit 1 and other self-build options. FPL's updated analyses incorporated
updated load and fuel cost forecasts and its most current planning assumptions, such as a delayed
in-service date for Turkey Point Units 6 and 7. The updated analyses additionally reflect an
enhanced version of OCEC Unit 1 (1,633 MW versus 1,622 MW) as well as enhanced
combustion-turbine designs for combustion-turbine resource plans. Based on FPL's updated
analyses, a resource plan that includes the OCEC Unit 1 in 2019 continues to remain the lowest
cost option on a CPVRR basis. However, the addition of six combustion-turbine units are now
the next best alternative, projected to cost an additional $72 million CPVRR when compared to
the proposed OCEC Unit 1 addition. (EXH 62; TR 208-209).

In FPL's original need filing, the option of six combustion-turbine units was projected to cost an
additional $259 million CPVRR when compared to the OCEC Unit 1 addition. (TR 207-208)
The updated analyses project the overall customer savings of the proposed OCEC Unit 1
increasing from $33 million to approximately $72 million on a CPVRR basis. However, the
updated analyses also has a different capital risk profile from a customer's perspective due to the
lower capital costs associated with combustion-turbine units, $672 million for the combustion-
turbines versus $1.2 billion for the OCEC Unit 1. (EXH 63) In contrast v^th FPL's original
filing, where the next best alternative was another combined-cycle unit, the updated analyses
suggest that the lower fuel costs associated with the OCEC Unit 1 may take several years to
offset the initial capital cost difference when compared to combustion-turbine units. Such results
are not surprisingwhen comparing technologies v^th different capital to fuel cost ratios.None of
the intervening parties presented substantial evidence to challenge FPL's initial or updated
economic assumptions or CPVRR results.

The intervenors argue for the Commission to deny FPL's need determination based on changing
FPL's planning reserve margin criterion from 20 percent to 15 percent. The intervenors claim
that the reduced need for additional capacity will maintain reliability and improve the cost-
effectiveness to customers. (TR 404, 409, 453, and 460) As discussed in Issue 1, the 20 percent
reserve margin was established in a docket that involved multiple utilities as well as the FRCC
and gave consideration to planned reserve margins in peninsular Florida. Staff has concerns that
reducing the reserve margin for a single utility may have unintended adverse consequences on
the reliability of the individual utility as well as peninsular Florida.

If the Commission were to deny FPL's requested need, witness Sim testified that FPL would
likely build combustion-turbine units. (TR 79) FPL acknowledged that both combustion-turbine
models being considered are "capable of operating in simple cycle mode as a stand-alone
combustion-turbine or as part of a combined cycle." (EXH 63) Therefore, it appears FPL could
first construct combustion-turbine units and later convert them to combined-cycle units to
improve fuel efficiency. Such a phased-in approach allows capacity to be added in smaller
increments and preserves the option of converting to a more fuel efficient generating unit at a
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later date. The reliability of the system would remain virtually identical and the initial capital
cost to customers should be reduced compared to adding the proposed OCEC Unit 1 in 2019. As
discussed above, this phased-in approach was not presented at the hearing.

Staff has reviewed the input assumptions as discussed in Issue 2 and believes them to be
reasonable. Likewise, the CPVRR an^yses were performed ina consistent manner and no party
presented substantial evidence disputing either the input assumptions or the CPVRR analyses.

Conclusion

The analyses in the record demonstrate that the OCEC Unit 1 is projected to save customers
approximately $72 million on a net present value basis when compared to the next best
alternative. Therefore, the OCEC Unit 1 is the most cost-effective option to meet FPL's
projected needs starting in 2019.
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Issue 6: Based on the resolution of the foregoing issues, should the Commission grant Florida
Power & Light's petition to determine the need for the proposed Okeechobee Clean Energy
Center Unit 1?

Recommendation: Yes. Pursuant to Rule 25-22.082(15), F.A.C., if the public utility selects a
self-build option, costs in addition to those identified in the need determination proceeding shall
not be recoverable unless the utility can demonstrate that such costs were prudently incurred and
due to extraordinary circumstances. FPL should file an annual report regarding the status of the
OCEC Unit 1, including any enhancements made to the unit, to the Commission's Director of the
Division ofAccounting and Finance. (Graves, Mtenga, Wooten, Archer, Wu, McNulty, Stratis)

Position of ttie Parties

FPL: Yes. The Okeechobee Unit is the best, most cost-effective alternative to maintain reliable
electric service for FPL's customers beginning in 2019. This unit was determined to be the most
cost-effective option through extensive analyses and a market assessment pursuant to the
Commission's Bid Rule, while taking into account all reasonably available, cost-effective
renewable energy and DSM. Therefore, the Commission should grant an affirmative
determination of need for the Okeechobee Unit with an in-service date of June 1,2019, based on
a finding that this project is the best, most cost-effective choice to meet the needs of FPL's
customers in 2019.

OPC: No. Using the 15 percent minimum reserve margin in Rule 25-6.035, Florida
Administrative Code, OCEC Unit 1, is not needed for the proposed in-service date of June 1,
2019.

SACE: No. The Commission should deny FPL's Petition, and require FPL to hire a third-party
consultant to conduct a comprehensive reserve margin study for titie company. If the results of
that study support the need for additional generation, FPL can submit a new Petition,while in the
one-year interim saving its ratepayers hundreds of millions of dollars and not sacrificing
reliability.

ECOSWF: No. The Commission should deny the petition based on the evidence adduced at the
hearing and the findings that should be made under Issues 1-5. The plant is not needed, it
increases FPL's reliance on natural gas, and the plant is not cost-effective.

FIPUG: No.

StaffAnalysis:

Parties' Arguments

FPL

FPL opines that OCEC Unit 1 is the most cost-effective alternative with which to maintain
reliable electric service for its customers beginning in 2019, taking into account the need for
electric system reliability and integrity, the need for adequate electricity at a reasonable cost, the
need for fuel diversity and supply reliability, cost-effectiveness, and the availability ofrenewable
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or conservation altematives. For these reasons FPL contends that the Commission should grant
an affirmative determination of need for OCEC Unit 1. (FPL BR 28-29)

OPC

OPC contends that the Commission should not grant FPL's petition for determination of need for
OCEC Unit 1 for its reasons discussed in Issues 1 through 5. OPC further asserts that OCEC Unit
1 is not needed for the proposed in-service date ofJune 1,2019. (OPC BR 19-20)

SACE

SACE assert that the Commission should review FPL's Petition using a 15 percent reserve
margin which would result in the Commission denying FPL's Petition, as FPL would have no
need for new generation in 2019 and no need for any significant new capacity in 2020. SACE
additionally provides that the Commission should require FPL, in the context of a generic
proceeding or otherwise, to hire a third-party consultant to conduct a comprehensive reserve
margin study for FPL. (SACE BR 16)

ECOSWF

ECOSWF recommends that OCEC Unit 1 is not needed, and FPL's system will continue to be
reliable without it and the Commission should deny FPL's petition for determination of need.
(ECOSWF BR22)

FIPUG

FIPUG argues that FPL did not meet its burden of proof to show that OCEC Unit 1 is needed in
the summer of 2019 and its need determination should be denied. (FIPUG BR 2)

Analysis
Pursuant to Section 403.519, F.S., the commission is the sole forum for the determination of
need for major new power plants. In making its determination, the Commission must take into
account the need for electric system reliability and integrity,the need for adequateelectricity at a
reasonable cost, the need for foel diversity and supply reliability, and whether the proposed plant
is the most cost-effective altemative available. Tlie Commission must also expressly consider
whether renewable generation or conservation measures taken by or reasonably available to the
utility might mitigate the need for the proposed plant. The Commission's decision on a need
determination petition must be based on the facts as they exist at the time of the filing with the
underlying assumptions tested for reasonableness.

Staffs analyses in Issues 1 through 5 support the need for OCEC Unit 1 in 2019. The following
summarizes staffs review ofthe proposed plant:

1. FPL's load forecast and use of a 20 percent reserve margin in this proceeding is
reasonable.

2. No cost-effective DSM or renewable resources have been identified that could mitigate
the need for OCEC Unit 1.

3. OCEC Unit 1 is expected to provide adequate electricity at a reasonable cost to FPL's
customers.
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4. Although OCEC Unit 1 will not enhance fuel diversity, FPL has taken steps to ensure
supply reliability.

5. Analyses indicate that OCEC Unit 1 is the most cost-effective alternative compared to
other self-build alternatives.

Based on the summary above, staff recommends that the Commission grant FPL's requested
determination ofneed.

It is prudent for a utility to continue to evaluatewhether it is in the best interests of its ratepayers
for a utility to participate in a proposed power plant before, during, and after construction of a
generating unit. If conditions change from what was presented at the need determination
proceeding, then a prudent utility would be expected to respond appropriately. In addition, the
Commissionhas an ongoing authority and obligation to ensure fair, just, and reasonable rates for
Florida's utilities and ratepayers. Pursuant to Rule 25-22.082(15), F.A.C., if the public utility
selects a self-build option, costs in addition to those identified in the need determination
proceeding shall not be recoverable unless the utility can demonstrate that such costs were
prudently incurred and due to extraordinary circumstances. FPL should file an annual report
regarding the status of the OCEC Unit 1, including any enhancements made to the unit, to the
Commission's Director of the Division ofAccounting and Finance.
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Issue 7: Should this docket be closed?

Recommendation: Yes. Upon issuance of an order on FPL's petition to determine the need
for the proposed OCEC Unit 1, this docket shall be closed after the time for filing an appeal has
run. (Corbari, Ames)

Position of the Parties

FPL: Yes. Upon issuance of an order granting FPL's petition to determine the need for OCEC
Unit 1, this docket should be closed. FPL will honor its commitments to report annually on
construction costs and to make an informational filing for any cost-effective Power Train
Components design improvements. Accordingly, FPL has no objections to the Commission
including in the final need determination order those commitments.

OPC: Yes,

SACE: Yes.

ECOSWF: Yes.

FIPUG: Yes.

Staff Analysis: Upon issuance of an order on FPL's petition to determine the need for the
proposed OCEC Unit 1 this docket shall be closed after the time for filing an appeal has run.
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Docket No. 130265-WU - Application for staff- ssisted rate case in 
County by Little Gasparilla Water Utili ty, Inc. 

Charlotte 

AGENDA: 1/5/ 16- Regular Agenda- Interested Persons May Participate 

COMMISSIONERS ASSIGNED: All Commissioners 

PREHEARING OFFICER: Edgar 

CRITICAL DATES: None 

SPECIAL INSTRUCTIONS: None 

Case Background 

Little Gasparilla Water Utility, Inc., (Little Gaspari lla or uti lity) is a Class B water utili ty serving 
approximately 37 1 customers on Little Gaspmi lla Island in Charlotte County. The utility' s 
service area is on a private island, which consists primarily of vacation homes. Little Gasparilla ' s 
service territory is located in the Southern Water Use Caution Area (SWUCA) within the 
Southwest Florida Water Management District (SWFWMD). 

The utility filed its application for a staff-assisted rate case on November 4, 20 13. By Order No. 
PSC-1 4-0626-PAA-WS, issued October 29, 2014, in this instant docket, the Commission 
approved a Phase I revenue requirement and rates. Further, the aforementioned order stated that a 
final decision on a Phase II revenue requirement and rates would be determined after the 
completion of Phase II pro fom1a plant items, consisting of the construction of a new bui ldi ng 
and meter replacements, and the evaluation of costs. The utility was given 12 months from the 
effective date of the consummating order to complete the Phase II pro forma plant items. 
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Consummating Order No. PSC-14-0672-CO-WU was issued on December 3, 2014. Therefore, 
the pro forma plant items were to be completed before December 3, 2015. Moreover, Order No. 
PSC-14-0626-PAA-WS provided that if the utility encountered any unforeseen events that would 
impede the completion of the Phase II pro forma plant items, the utility was to immediately 
notify the Commission in writing. 

On November 13, 2015, the utility notified staff indicating that it would not be able to meet the 
deadline for completing the Phase II pro forma plant items. On December 8, 2015, the utility 
requested that it be granted an extension of six months to complete the Phase II pro forma plant 
items. The Commission has jurisdiction pursuant to Sections 367.081, 367.0814, and 367.121, 
Florida Statutes. 
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Discussion of Issues 

Issue 1 

Issue 1: Should the Commission approve Little Gasparilla's request for extension of time to 
complete its required Phase II pro forma plant items consisting of the construction of a new 
building and meter replacements? 

Recommendation: Yes. The Commission should approve Little Gasparilla's request for an 
extension of time to complete its required Phase II pro forma construction of a new building and 
meter replacements. The pro forma plant items should be completed before June 3, 2016. (Bruce, 
Murphy) 

Staff Analysis: As mentioned in the case background, pursuant to Order No. PSC-14-0626-
PAA-WU, Little Gasparilla was given until December 3, 2015 to complete Phase II pro forma 
plant for the construction of a new building and meter replacements. Once the pro forma plant 
items were completed, staff was to evaluate the costs to determine the appropriate Phase II 
revenue requirement and rates. The utility indicated that during the construction permit process it 
encountered costly time delays, but it will have a permit soon. The utility indicated that it also 
encountered financing issues. However, those issues have been resolved and funding should be 
available in February. Therefore, with the requested extension, the utility states that it will have 
the funds necessary to complete the pro forma plant items. Staff recommends that the 
Commission should approve Little Gasparilla' s request for an extension of time to complete its 
required pro forma plant items consisting of the construction of a new building and meter 
replacements. The pro forma plant items should be completed by June 3, 2016, which is six 
months from the previous Phase II pro forma completion date. Furthermore, the utility is 
required to submit a copy of the final invoices and cancelled checks for the Phase II pro forma 
plant items. 
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Issue 2: Should this docket be closed? 

Issue 2 

Recommendation: No. The docket should remain open for a final decision by the 
Commission on the appropriate Phase II revenue requirement and rates. (Murphy) 

Staff Analysis: No. The docket should remain open for a final decision by the Commission on 
the appropriate Phase II revenue requirement and rates. 
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Docket No. 150215-WU - Request for approval of tariff amendment to include 
miscellaneous service charges for the Earlene and Ray Keen Subdivisions, the 
Ellison Park Subdivision and the Lake Region Paradise Island Subdivision in Polk 
County, by Keen Sales, Rentals and Utilities, Inc. 

AGENDA: 0 I /05/ 16 - Regular Agenda - Tariff Filing- Interested Persons May Participate 

COMMISSIONERS ASSIGNED: All Commissioners 

PREHEARING OFFICER: Administrative 

CRITICAL DATES: 01 /05/ 16 (60-Day Suspension Date - waived to the 
I /5116 Agenda) 

SPECIAL INSTRUCTIONS: None 

Case Background 

Keen Sales, Rentals and Utilities, Inc. (Keen or utility) is a Class C water utility operating in 
Polk County. Keen currently owns and operates two water systems in Polk County: Lake Region 
Paradise Island (Paradise Island) and Earlene and Ray Keen and Ellison Park Subdivisions (Keen 
subdivisions). This tariff filing is for all of the above mentioned systems. Keen provides water 
service to approximately 225 customers. The utility's 2014 annual report shows a consolidated 
net operating loss of $3 1,256. On October 7, 2015, the utility filed an application to increase 
miscellaneous service charges and add late payment and non-sufficient funds charges. On 
November 13, 2015, Keen filed its waiver of the Commission ' s 60-day deadline, as set forth in 
Section 367.091 (6), through January 5, 2016. This recommendation addresses the utility' s 
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requests. The Commission has jurisdiction pursuant to Section 367.091(6), Florida Statues 
(F.S.). 

-2-



Docket No. 150215-WU 
Date: December 22, 2015 

Discussion of Issues 

Issue 1: Should Keen's request to amend its miscellaneous service charges be approved? 

Issue 1 

Recommendation: Yes. Keen's request to amend its miscellaneous service charges should be 
approved. Keen should be required to file a proposed customer notice to reflect the Commission­
approved charges. The approved charges 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.). In 
addition, the approved charges should not be implemented until staff has approved the proposed 
customer notice. The utility should provide proof of the date notice was given no less than 1 0 
days after the date of the notice. (Thompson) 

Staff Analysis: Section 367.091, F.S., authorizes the Commission to establish, increase, or 
change a rate or charge other than monthly rates or service availability charges. Rule 25-30.460, 
F.A.C., defines miscellaneous service charges as initial connection, normal reconnection, 
violation reconnection, and premises visit charges. The utility is requesting an amendment to its 
existing miscellaneous service charges as reflected below. 

Table 1-1 
ISCe II aneous S Ch erv1ce arges 

Charge Current Proposed 
Paradise Island Keen Subdivisions All 

Initial Connection $15 $0 $25 
Normal Connection $15 $0 $25 
Violation Connection $15 $25 $25 
Premises Visit $10 $0 $15 

Source: Utility Tariff and Utility Correspondence 

The utility's request was accompanied by its reason for requesting the amendment, as well as the 
cost justification required by Section 367.091, F.S. as reflected in Tables 1-2 and 1-3 below. 

Table 1-2 
Initial Connection, Normal Reconnection, and Violation Reconnection 

Cost Justification 

Activity Normal Hours Cost 
Labor 
($20/hr X .75hr) $15.00 
Transportation 
($.575/mile x 20 miles) $11.50 
Total $26.50 

Source: Utility Correspondence 
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Table 1-3 
Premises Visit Cost Justification 

Activity Normal Hours Cost 
Labor 
($20/hr X .15hr) $3.00 
Transportation 
($.575/mile x 20 miles) $I1.50 
Total $I415Q 

Source: Utility Correspondence 

Issue I 

The utility's proposed charges are reasonable and similar to or lower than charges previously 
approved by the Commission for similar utilities. 1 Additionally, Commission practice has been 
to place the burden of such charges on the cost causer rather than the general body of ratepayers. 
This is consistent with one of the fundamental principles of rate making-ensuring that the cost 
of providing service is recovered from the cost causer. 2 

Based on the above, Keen's request to amend its miscellaneous service charges should be 
approved. Keen should be required to file a proposed customer notice to reflect the Commission­
approved charges. The approved charges should be effective on or after the stamped approval 
date on the tariff sheets pursuant to Rule 25-30.475(I), F.A.C. In addition, the approved charges 
should not be implemented until staff has approved the proposed customer notice. The utility 
should provide proof of the date notice was given no less than I 0 days after the date of the 
notice. 

10rder No. PSC-11-0199-PAA-WU, issued April 22, 2011, in Docket No. 100149-WU, In re: Application for 
increase in water rates in Lee County by Ni Florida, LLC; Order No. PSC-08-0827-PAA-WS, issued December 22, 
2008, in Docket No. 070694-WS, In re: Application for increase in water and wastewater rates in Orange County 
by Wedgefield Utilities, Inc. 
20rder No. PSC-03-1119-PAA-SU, issued October 7, 2003, in Docket No. 030106-SU, In re: Application for staff­
assisted rate case in Lee County by Environmental Protection Systems of Pine Island, Inc.; Order No. PSC-96-1409-
FOF-WU, issued November 20, 1996, in Docket No. 960716-WU, In re: Application for transfer of Certificate No. 
123-W in Lake County from Theodore S. Jansen d/b/a Ravenswood Water System to Crystal River Utilities, Inc. 
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Docket No. 150215-WU 
Date: December 22, 2015 

Issue 2: Should Keen be authorized to collect Non-Sufficient Funds (NSF) charges? 

Issue 2 

Recommendation: Yes. Keen should be authorized to collect NSF charges for both systems. 
Staff recommends that Keen 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 1 0 days of the date of the notice. 
(Thompson) 

Staff Analysis: Section 367.091, F.S., requires rates, charges, and customer service policies to 
be approved by the Commission. The Commission has authority to establish, increase, or change 
a rate or charge. Staff believes that Keen 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. 3 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. As such, Keen should 
be authorized to collect NSF charges for both systems. Staff recommends that Keen revise its 
tariff sheet 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 sheet 
pursuant to Rule 25-30.475(1 ), F.A.C. Furthermore, 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. 

30rder No. PSC-14-0198-TRF-SU, issued May 2, 2014, in Docket No. 140030-SU, In re: Request for approval to 
amend Miscellaneous Sen1ice charges to include all NSF charges by Environmental Protection Systems of Pine 
Island, Inc.,· Order No. PSC-13-0646-PAA-WU, issued December 5, 2013, in Docket No. 130025-WU, In re: 
Application for increase in water rates in Highlands County by Placid Lakes Utilities, Inc. 
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Docket No. 150215-WU 
Date: December 22, 2015 

Issue 3 

Issue 3: Should Keen's request to implement a $5 late payment charge for the Keen 
subdivisions be approved? 

Recommendation: Yes. Keen's request to implement a $5 late payment charge for the Keen 
subdivisions should be approved. Keen should be required to file a proposed customer notice to 
reflect the Commission-approved charge. The approved charge should be effective 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 charge should not be implemented until staff has approved the proposed customer 
notice. The utility should provide proof of the date notice was given no less than 10 days after 
the date of the notice. (Thompson) 

Staff Analysis: The utility is requesting a $5 late payment charge for Keen subdivisions to 
recover the cost of supplies and labor associated with processing late payment notices. The 
utility already has a $5 late payment charge for Paradise Island. The utility's request for a late 
payment charge was accompanied by its reason for requesting the charge, as well as the cost 
justification required by Section 367.091, F.S. 

The utility has a total of 125 customer accounts in the Keen subdivisions and, according to the 
utility, there is a substantial amount of customers that do not pay by the due date each billing 
cycle. Based on historical data and the monthly billing cycle, the utility anticipates it will prepare 
late payment notices for approximately 40 accounts per billing cycle for these subdivisions. In 
the past, the Commission has allowed 1 0-15 minutes per account per month for clerical and 
administrative labor to research, review, and prepare the notice.4 The utility indicated it will 
spend approximately 10 hours per billing cycle processing late payment notices, which results in 
an average of approximately 15 minutes per account (600 minutes/40 accounts) and is consistent 
with past Commission decisions. The late payment notices will be processed by the account 
manager, which results in labor cost of $5.00 ( 1 Ox$20/40) per account. The cost basis for the late 
payment charge, including the labor, is shown below. 

Table 3-1 
Cost Basis for Late Payment Charge 

Labor $5.00 

Printing $0.20 

Postcard/Postage 

Total Cost 

40rder No. PSC-11-0204-TRF-SU, in Docket No. 1 00413-SU, issued April 25, 2011, In re: Request for approval of 
tariff amendment to include a late fee of$14.00 in Polk County by West Lakeland Wastewater.; Order No. PSC-08-
0255-P AA-WS, in Docket No. 070391-WS, issued April 24, 2008, In re: Application for certificates to provide 
water and wastewater service in Sumter County by Orange Blossom Utilities, Inc.; Order No. PSC-01-2101-TRF­
WS, in Docket No. 011122-WS, issued October 22, 2001, In re: Tariff filing to establish a late payment charge in 
Highlands County by Damon Utilities, Inc. 
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Docket No. 150215-WU 
Date: December 22, 2015 

Issue 3 

Based on staffs research, since the late 1990s, the Commission has approved late payment 
charges ranging from $2.00 to $7.00.5 The purpose of this charge is not only to provide an 
incentive for customers to make timely payment, thereby reducing the number of delinquent 
accounts, but also to place the cost burden of processing delinquent accounts solely upon those 
who are cost causers. 

Based on the above, staff recommends that Keen's request to implement a $5 late payment 
charge for the Keen subdivisions should be approved. Keen should be required to file a proposed 
customer notice to reflect the Commission-approved charge. The approved charge 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 approved charge should not be implemented until staff has approved the 
proposed customer notice. The utility should provide proof of the date notice was given no less 
than 1 0 days after the date of the notice. 

50rder Nos. PSC-01-2101-TRF-WS; Order No. PSC-08-0255-PAA-WS; Order No. PSC-09-0752-PAA-WU, in 
Docket No. 090185-WU, issued November 16, 2009, In re: Application for grandfather certificate to operate water 
utility in St. Johns County by Camachee Island Company, Inc. d/b/a Camachee Cove Yacht Harbor Utility.; Order 
No. PSC-10-0257-TRF-WU, in Docket No. 090429-WU, issued April 26, 2010, In re: Request for approval of 
imposition of miscellaneous service charges, delinquent payment charge and meter tampering charge in Lake 
County, by Pine Harbour Water Utilities, LLC.; Order No. PSC-11-0204-TRF-SU; Order No. PSC-14-0105-TRF­
WS, in Docket No. 130288-WS, issued February 20, 2014, In re: Request for approval of late payment charge in 
Brevard County by Aquarina Utilities, Inc. 
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Date: December 22, 2015 

Issue 4: Should this docket be closed? 

Issue 4 

Recommendation: The docket should remain open pending staffs verification that the 
revised tariff sheets and customer notice have been filed by the utility and approved by staff. If a 
protest is filed within 21 days of the issuance date of the Order, the tariff sheets should remain in 
effect with the charges held subject to refund pending resolution of the protest. If no timely 
protest is filed, a consummating order should be issued and, once staff verifies that the notice of 
the charges has been given to customers, the docket should be administratively closed. (Leathers) 

Staff Analysis: The docket should remain open pending staffs verification that the revised 
tariff sheets and customer notice have been filed by the utility and approved by staff. If a protest 
is filed within 21 days of the issuance date of the Order, the tariff sheets should remain in effect 
with the charges held subject to refund pending resolution of the protest. If no timely protest is 
filed, a consummating order should be issued and, once staff verifies that the notice of the 
charges has been given to customers, the docket should be administratively closed. 
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RE: Docket No. 150234-EU - Joint petition for approval of amendment to territorial 

agreement in Manatee County, by Florida Power & Light Company and Peace 

River Electric Cooperative, Inc. 

AGENDA: 01105116 - Regular Agenda - Proposed Agency Action - Interested Persons May 

Participate 

COMMISSIONERS ASSIGNED: All Commissioners 

PREHEARING OFFICER: Patronis 

CRITICAL DATES: None 

SPECIAL INSTRUCTIONS: None 

Case Background 

On October 30, 20 15, Florida Power and Light Company (FPL) and Peace River Electric 

Cooperative, Inc. (Peace River) fil ed a joint petition for approval of an amendment to their 
existing territorial agreement in Manatee County. 1 The proposed amendment wou ld alter the 

ten·itory so that a new housing development would lie entirely within Peace River's territory 

rather than be divided between FPL and Peace River' s service terTitories, as it is now. The 

proposed amendment is Exhibit A to the petition, whi le the maps and written description are 
provided in Attachments A-C to the peti tion. The petitioners responded to Staffs First Data 

Request on November 25, 20 15. The Commission has jurisdiction over this matter pursuant to 

Section 366.04, Florida Statutes (F.S.). 

1 Order No. 18322, issued October 22, 1987, in Docket No. 870816-EU, In re: Joint petition for approval of 

territorial agreeme111 between Florida Power & Light Company and Peace River Electric Coop erative, Inc. 

FPSC Commission Clerk
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Docket No. 150234-EU 
Date: December 22, 2015 

Discussion of Issues 

Issue 1: Should the Commission approve the proposed amendment? 

Issue 1 

Recommendation: Yes, the Commission should approve the proposed amendment. (Ollila) 

Staff Analysis: Pursuant to Section 366.04(2)(d), F.S., the Commission has the jurisdiction to 
approve territorial agreements between and among rural electric cooperatives, municipal electric 
utilities, and other electric utilities. Rule 25-6.0440(2), Florida Administrative Code, states that 
in approving territorial agreements, the Commission may consider: 

(a) The reasonableness of the purchase price of any facilities being transferred; 

(b) The reasonable likelihood that the agreement, in and of itself, will not cause a decrease in 
the reliability of electrical service to the existing or future ratepayers of any utility party 
to the agreement; and 

(c) The reasonable likelihood that the agreement will eliminate existing or potential 
uneconomic duplication of facilities. 

Unless the Commission determines that the agreement will cause a detriment to the public 
interest, the agreement should be approved. 2 

· 

Under the current agreement, a new private development is divided between the petitioners' 
service territories, with the larger portion located in Peace River's existing territory. FPL and 
Peace River jointly request that the Commission approve a realignment of their existing 
territorial boundary so that the new development will lie entirely within Peace River's service 
territory. The petitioners state that the area is currently under development. There are no facilities 
providing service and no customer accounts to be transferred. 

FPL and Peace River represent that approval of their petition is in the public interest. According 
to the petitioners, the proposed amendment will not cause a decrease in the reliability of 
electrical service to existing or future members of either utility, it will likely eliminate or prevent 
uneconomic duplication of facilities, and it will promote the Commission's stated policy of 
encouraging territorial agreements between and among Florida's electric utilities. 

After review of the petition and the petitioners' response to its data request, staff believes that the 
proposed amendment will enable FPL and Peace River to better serve their current and future 
customers. It appears that the proposed amendment will serve to eliminate any potential 
uneconomic duplication of facilities and will not cause a decrease in the reliability of electric 
service. As such, staff believes that the proposed amendment between FPL and Peace River will 
not cause a detriment to the public interest and recommends that the Commission approve it. 

2 Utilities Commission of the City of New Smyrna v. Florida Public Service Commission, 469 So. 2d 731 (Fla. 

1985). 
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Date: December 22, 2015 

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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Docket No. 150242-EI - Petition to approve reviSions to Tariff Sheets Nos . 

6.2811, 6.282, and 6.284 Rate Schedule LS-I - Lighting Service, by Duke Energy 

Florida, LLC. 

AGENDA: 0 1/05/20 16 - Regular Agenda - Tariff Filing - Interested Persons May Participate 

COMMISSIONERS ASSIGNED: All Commissioners 

PREHEARING OFFICER: Administrative 

CRITICAL DATES: 01109/20 16 (60-Day Suspension Date) 

SPECIAL INSTRUCTIONS: None 

Case Background 

On November 9, 20 15, Duke Energy Florida, LLC (DEF), "fil ed a petition for approval of 

revisions to Tariff Sheets Nos. 6.281 1, 6.282, and 6.284 in the Lighting Service (LS- I) rate 

schedu le. On December 17, 20 15, DEF filed an amended tariff sheet No. 6.284. The proposed 

tariffs are shown in legisla ti ve fo rmat in Attachment 1 to the recommendation. 

On November 30, 20 15, DEF responded to Staffs First Data Request. The Commission has 

jurisdiction over this matter pursuant to Section 366.06, Florida Statutes. 
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Date: December 22, 20 IS 

Discussion of Issues 

Issue I 

Issue 1: Should the Commission approve DEF's proposed changes to its LS-I rate schedule as 

shown in Attachment I? 

Recommendation: Yes. The Commission should approve the proposed changes to DEF's LS­

I rate schedule as shown in Attachment 1. The revised tariffs should become effective on 

January 5, 20I6. 

Staff Analysis: DEF proposed four revisions to its LS-I rate schedule which are discussed 

below. 

First, DEF proposed to add several new Light Emitting Diode (LED) fixtures to its current 

fixture offerings. DEF explained that the proposed new LED fixtures have lower installed costs, 

increased energy efficiency, and improved maintenance requirements compared to traditional 

fixtures and previous generations of LEDs and metal halide fixtures. 

The charges for the new LED fixtures are comprised of three components: a fixture charge, a 

maintenance charge, and a non-fuel energy charge, consistent with DEF's other lighting options. 

The fixture charges were developed based on material, labor, storage, and vehicle costs 

associated with the installation times the currently approved I.59 percent fixture rental rate to 

determine the monthly fixture charge. The minimal initial term for service under the LS-I tariff 

is ten years. The maintenance charges were developed based on DEF's estimated maintenance 

cost for the components (e.g., driver, photocell, luminaire) of the fixtures. The non-fuel energy 

charge is determined by multiplying the estimated kilowatt-hour usage by fixture type by the 

currently approved non-fuel energy charge for lighting service (2.I32 cents per kilowatt-hour). 

All other Commission-approved LS-I recovery clause factors will be applied to the estimated 

usage. 

Second, DEF proposed to limit the five types of existing LED offerings and five metal halide 

offerings to existing installations only. DEF stated that this type of lighting is being limited 

because the previous generation LEDs and metal halides have higher installed costs, are less 

efficient, and have higher maintenance costs. Third, DEF will add two new pole types (15 foot 

black aluminum and 35 foot black concrete) to provide customers additional pole alternatives. 

Finally, in order to expand payment options available to customers, DEF proposed to add a new 

provision in its LS-I tariff to allow customers to make an initial, one-time Contribution in Aid of 

Construction payment of 50 percent of the installed cost of LED fixtures rated greater than 200 

watts and/or poles other than standard wood poles. If a customer elects this option, the monthly 

fixture and/or pole charge will be computed by multiplying the reduced installed cost times the 

I.59 percent fixture rental rate and/or I.82 percent pole rental rate. 

Staff has reviewed the necessary cost information submitted by DEF, and believes the charges 

are reasonable and appropriate. Staff recommends that DEF's proposed changes to its LS-I rate 

schedule as shown in Attachment I be approved. The revised tariffs should become effective on 

January 5, 20I6. 
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Issue 2: Should this docket be closed? 

Issue 2 

Recommendation: If 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 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 protests. If no timely protest 

is filed, this docket should be closed upon the issuance of a consummating order. 
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Docket No . 150242-EI Attachment I 
Date: December 22, 20 15 

SECTION NO. VI 

~~DUKE 
+Wmt>-FOURTH REVISED SHEET NO. 6.2811 
CANCELS SECOND I.l:URQ..REVISED SHEET NO. 6.2811 

ENERGY~ 
Page 3 of 6 

RATE SCHEDULE LS-1 
LIGHTING SERVICE 

(Continued from Page No. 2) 
I. Fixtures: (Continued) 

L AMP SIZE CHARGES PER UNIT 
INITIAL 

BILLING LUMENS LAMP NON-FUEL 
TYPE DESCRIPTION OUTPUT WATIAGE kWh FIXTURE MAINTENANCE ENERGY 3 

Metal Halide: 
307 Deco Post Top-MH Sanibel P 11,600 150 65 $16.85 $2.68 $1 .39 
308 Clermont Tear Drop P 11 ,600 150 65 19.91 2.68 1.39 
309 MH Deco Rectangular P 36,000 320 126 13.07 2.74 2.69 
311 MH Deco Cube P 36,000 320 126 15.98 2.74 2.69 
312 MH Flood P 36,000 320 126 10.55 2.74 2.69 
319 MH Post Top Biscayne P 11 ,600 150 65 15.24 2.68 1.39 
327 Deco Post Top-MH Sanibel 1 12,000 175 74 18.39 2.72 1.58 
349 Clermont Tear Drop 1 12,000 175 74 21.73 2.72 1.58 
371 MH Deco Rectangular 1 38,000 400 159 14.26 2.84 3.39 
372 MH Deco Circular 1 38,000 400 159 16.70 2.84 3.39 
373 MH Deco Rectangular !..

5 110,000 1,000 378 15.30 2.96 8.06 
386 MH Flood !..5 110,000 1,000 378 13.17 2.96 8.06 
389 MH Flood-Soortsliohter !..

5 110.000 1.000 378 13.01 2.96 8.06 
390 MH Deco Cube 1 38,000 400 159 17.44 2.84 3.39 
396 Deco PT MH Sanibel Dual 5 24,000 350 148 33.73 5.43 3.16 
397 MH Post Top-Biscayne_1 12,000 175 74 14.98 2.72 1.58 
398 MH Deco Cube !..5 110,000 1,000 378 20.34 2.96 8.06 
399 MH Flood 38,000 400 159 11.51 2.84 3.39 

Light Emitting Diode (LEDl : 
106 Underground Sanibel 5.500 70 25 $20.80 $1 .39 $0.53 
107 Underground Traditional 012en 3.908 49 1Z 13.57 1.39 0.36 
108 Underground Traditional w/Lens 3,230 49 1Z 13.57 1.39 0.36 
109 Underground Acorn 4.332 70 25 20.16 1.39 0.53 

11.1 Underground Mini Bell 2.889 50 .1§. 17.88 1.39 0.38 
133 ATBO Roadway 4.521 48 1Z 6.22 1.39 0.36 
134 Underground ATBO Roadway 4 521 48 1Z U1 1.39 0.36 
136 Roadway 9.233 108 38 7.05 1.39 0.81 
137 Underground Roadway 9,233 108 38 8.55 1.39 0.81 

138, 176 Roadway 18,642 216 76 11 .61 1.39 1.62 
139 Underground Roadway 18.642 216 76 13.11 1.39 1.62 

141 177 Roadway 24.191 284 99 14.08 1.39 2.11 
142, 162 Underground Roadway 24.191 284 99 15.58 1.39 2.1 1 
147 174 Roadway 12.642 150 53 9.74 1.39 1.13 

148 Underground Roadway 12,642 150 53 11 .24 1.39 1.13 
ill A TBS Roadway 4,500 49 17 5.07 1.39 0.36 
167 Underground Mitchell 5,186 50 18 21.44 1.39 0.38 
168 Underground Mitchell w1To12 Hat 4,336 50 18 21 .44 1.39 0.38 
361 beG Roadway.l 6,000 95 33 $16.93 $2.43 $0.70 
362 blill Roadway.! 9,600 157 55 20.07 2.43 1.17 
363 bE-G-Shoebox Type 3_1 20,664 309 108 41.08 2.84 2.30 
364 bEG-Shoebox Type 4_1 14,421 206 72 32.59 2.84 1.54 
367 bE-G-Shoebox Type 5_1 14,421 206 72 31 .65 2.84 1.54 
369 Underground Biscayne 6,500 80 28 18.60 1.39 0.60 

(Continued on Page No. 4) 

ISSUED BY: Javier J. Portuondo, Director Rates & Regulatory Strategy - FL 

EFFECTIVE: JaAuary 1, 2014 
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I J._~ DUKE 
G:11r ENERGY. 

SEVENTEENTH EIGHTEENTH REVISED SHEET NO. 6.282 
CANCELS StX+E-€NTH-SEVENTEENTH REVISED SHEET N0.6.282 

II. POLES 

BILLING TYPE 

404 
405 
406 
407 
408 
409 
410 
411 
412 
413 
415 
418 
420 
425 
428 
429 
430 
431 
432 
433 
434 
435 
436 
437 
438 
439 
440 
441 
445 
446 
447 
448 
449 
450 
455 
460 
465 
466 
467 
468 
469 
470 
471 
472 
473 
474 
476 
477 
478 
479 
480 
481 
482 
483 
484 
485 
486 
487 
488 
489 
490 
491 
492 
493 
494 
495 
496 
497 

RATE SCHEDULE LS-1 
LIGHTING SERVICE 

(Continued from Page No. 3) 

DESCRIPTION 

~s· OP.r:n r.nnr:rP.IP. - M::~ri nP.r 
Concrete, 30/35' 
16' Deco Cone - Single Sanibel 
16' Decon Cone - Double Sanibel 
26' Aluminum DOT Style Pole 
36' Aluminum DOT Style Pole 
Concrete, 15' 1 

16' Octagonal Cone 1 

32' Octagonal Deco Concrete 
25' Tenon Top Concrete 
Concrete, Curved 1 

35' Tenon Top Black Concrete 
Wood, 30/35' 
Wood. 14' Laminated 1 

Deco Fiberolass. 35'. Bronze. Reinforced 1 

Deco Fiberglass, 41 ', Bronze, Reinforced 1 

Fiberglass. 14', Black 1 

Deco Fiberolass. 41 '. Bronze 1 

Deco Fiberolass. 35'. Bronze. Anchor Base 1 

Deco Fiberolass. 35'. Bronze 1 

Deco Fiberolass. 20'. Black. Deco Base 1 

Aluminum, Type A 1 

Deco Fiberglass. 16'. Black. Fluted 1 

1 Fiberolass. 16'. Black. Fluted. Dual Mount 
Deco Fiberglass, 20', Black 1 

Black Fiberglass 16' 
Aluminum, Type B 1 

15' Black Aluminum 
Aluminum. Type C 1 

Deco Fiberolass. 30'. Bronze 1 

Deco Fiberolass. 35'. Silver. Anchor Base 1 

Deco Fiberolass. 41'. Silver 1 

Deco Fiberglass, 16', Black, Fluted, Anchor Base 1 

Concrete. 1/2 Special 
Steel. Type A 1 

Steel. Type B 1 

Steel, Type C 1 

16' Deco Con Vic II - Dual Mount 
16' Deco Cone Washington - Dual 
16' Deco Cone Colonial- Dual Mount 
35' Tenon Top Quad Flood Mount 
45' Tenon Top Quad Flood Mount 
22' Deco Concrete 
22' Deco Cone Single Sanibel 
22' Deco Cone Double Sanibel 
22' Deco Cone Double Mount 
25' Tenon Top Bronze Concrete 
30' Tenon Top Bronze Concrete 
35' Tenon Top Bronze Concrete 
41 ' Tenon Top Bronze Concrete 
Wood, 40/45' 
30' Tenon Top Concrete, Single Flood Mount 
30' Tenon Top Cone, Double Flood MounUincludes Bracket 
46' Tenon Top Cone, Triple Flood MounUincludes Bracket 
46' Tenon Top Cone, Double Flood MounUincludes Bracket 
Concrete, 40/45' 
Tenon Style Concrete 46' Single Flood Mount 
35' Tenon Top Cone, Triple Flood MounUincludes Bracket 
35' Tenon Top Cone, Double Flood MounUincludes Bracket 
35' Tenon Top Concrete, Single Flood Mount 
Special Concrete 13' 1 

30' Tenon Top Cone, Triple Flood MounUincludes Bracket 
16' Smooth Decorative Concrete/The Colonial 
19' White Aluminum 1 

46' Tenon Top Concrete/Non-Flood MounU1-4 Fixtures 
Dual Mount 20' Fiberglass' 
30' Tenon Top Concrete/Non-Flood MounU1-4 Fixtures 
16' Decorative Concrete w/decorative base/The Washington 

ISSUED BY: Javier J. Portuondo, Director Rates & Regulatory Strategy- FL 

EFFECTIVE: April29, 2013 

CHARGE PER UNIT 

s;n ~s 
5.05 

11.70 
12.61 
45.92 
54.80 

2.31 
2.18 

16.29 
11.84 
4.77 

20.14 
2.17 
2.38 

19.11 
31.54 

2.51 
17.18 
27.49 
13.60 
12.47 
6.59 

19.50 
21.94 

5.85 
19.78 
7.33 
6.54 

14.33 
11.57 
21.40 
18.00 
17.35 

1.75 
4.11 
4.41 
6.17 

18.06 
25.87 
13.35 
13.63 
18.90 
14.99 
16.03 
17.26 
18.74 
17.54 
18.70 
20.14 
24.33 

5.25 
10.06 
12.29 
18.80 
18.50 
10.19 
15.31 
13.53 
13.23 
11.00 
17.39 
12.60 
8.99 

25.87 
16.27 
10.84 
12.44 
21 .77 
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SECTION NO. VI 

Attachment I 

£~DUKE 
~ ENERGY~ 

FOURTH-.ElEI.t::LREVISED SHEET NO. 6.284 
CANCELS ::J:H.UID.FOURTH REVISED SHEET NO. 6.284 

Special Provisions: (Continued) 

RATE SCHEDULE LS-1 
LIGHTING SERVICE 

(Continued from Page No. 5) 

Page 6 of 6 

5. kWh consumption for Company-owned fixtu res shall be estimated in lieu of installing meters. kWh estimates will be made using the 
following formula: 

kWh Unit Wattage (including ballast losses) x 350 hours per month 
1,000 

6. kWh consumption for customer-owned fixtures shall be metered. Installation of customer-owned lighting facilities shall be provided for 
by the customer. The Company may consider installing customer owned lighting facilities and will bill the customer in accordance with 
the Company's policy related to 'Work Performed for the Public." Any costs incurred by the Company to provide for consolidation of 
existing lighting facil ities for the purpose of metering shall be at the customer's expense. 

7. No Pole Charge shall be applicable for a fixture installed on a company-owned pole which is utilized for other general electrical distribution 
purposes. 

8. The Company will repair or replace malfunctioning lighting fixtures maintained by the Company in accordance with Section 768.1382, 
Florida Statutes (2005). 

9. For a fixture type restricted to existing installations and requiring major renovation or replacement, the fixture shall be replaced by an 
available similar non-restricted fixture of the customer's choosing and the customer shall commence being billed at its appropriate rate. 
Where the customer requests the continued use of the same fixture type for appearance reasons, the Company will attempt to provide 
such fixture and the customer shall commence being billed at a rate determined in accordance with Special Provision No. 2 for the cost of 
the renovated or replaced fixture. 

10. The customer will be responsible for trimming trees and other vegetation that obstruct the light output from fixture(s) or maintenance 
access to the facilities. 

11. After December 31, 1998, all new leased lighting shall be installed on poles owned by the Company. 

12. Alterations to leased lighting facilities requested by the customer after date of installation (i.e. red irect, install shields, etc.), will be billed to 
the customer in accordance with the Company's policy related to 'Work Performed for the Public". 

13. Service for street or area lighting is normally provided from existing distribution facilities. Where suitable distribution facilities do not exist, 
it will be the customer's responsibility to pay for necessary additional facilities. Refer to Section Ill , paragraph 3.01 of the Company's 
General Rules and Regulations Governing Electric Service to determine the Contribution in Aid of Construction owed by the customer. 

14. Requests for exchanging facilities, upgrades, relocations, removals etc. are subject to Section Ill, paragraph 3.05, of the Company's 
General Rules and Regulations Governing Electric Service. 

15. For available LEOs. the customer may opt to make an initial. one-time Contribution in Aid of Construction payment of 50% of the installed 
cost of fixtures rated greater than 200 Watts and/or poles other than standard wood poles. to reduce the Company's installed cost. If a 
customer chooses this option. the monthly fixture and/or pole charge shall be computed as the reduced installed cost times the 
corresponding monthly percentage in 2.1.(a) and/or 2.11 above. 

ISSUED BY: Javier J. Portuondo, Director Rates & Regulatory Strategy - FL 

EFFECTIVE: A~ril 29, 2013 
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State of Florida 

Public Service Commission 
CAP ITAL CmCLE OFFICE CENTER • 2540 Sll MARD O AK B OULEVA RD 

T ALLA HASSEE, FLORIDA 32399-0850 

DATE: 

TO: 

FROM: 

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

December 22, 2015 

Office of Commission Clerk (Stauffer) 

Division ofEconomics (Ollila) -/. .q. jjf~ 
Office of the General Counsel (Ta~ fVVQ 

RE: Docket No. 150248-EG- Petition for approval of community solar pilot program, 
by GulfPower Company. 

AGENDA: 01 /05/16 - Regular Agenda- Tariff Filing- Interested Persons May Participate 

COMMISSIONERS ASSIGNED: All Commissioners 

PREHEARING OFFICER: Administrative 

CRITICAL DATES: 01/18/ 16 (60-Day Suspension Date) 

SPECIAL INSTRUCTIONS: None 

Case Background 

On November 19, 20 15, Gulf Power Company (Gulf) filed a peti tion fo r approval of its 
Community Solar Pi lot Program (solar program). The proposed solar program is designed to 
allow Gulf customers the choice of participating in and receiving benefits from~o l.ar 

photovoltaic resources without having to install, own, or maintain a system of thei r ow~Thefg 
Commission has j urisdiction over this matter pursuant to Sections 366.06, and 366.(fi5, ~rida() 

Statutes (F.S.). n ~ c-> ~ 
,---...,.. N 
• _.lo,. N m 
rn- 0 
::0~ :Do . 
:A_ :X -h 
~ ~ CJS 

~ 0 

FPSC Commission Clerk
FILED DEC 22, 2015
DOCUMENT NO. 07976-15
FPSC - COMMISSION CLERK
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Discussion of Issues 

Issue 1: Should the proposed tariffs associated with the solar program be suspended? 

Issue 1 

Recommendation: Yes. Staff recommends that the tariffs be suspended to allow staff 
sufficient time to review the petition and gather all pertinent information in order to present the 
Commission with an informed recommendation on the tariff proposals. (Ollila) 

Staff Analysis: Staff recommends that the tariffs be suspended to allow staff sufficient time to 
review the petition and gather all pertinent information in order to present the Commission with 
an informed recommendation on the tariff proposals. 

Pursuant to Section 366.06(3), F.S., the Commission may withhold consent to the operation of 
all or any portion of a new rate schedule, delivering to the utility requesting such a change a 
reason or written statement of good cause for doing so within 60 days. Staff believes that the 
reason stated above is a good cause consistent with the requirement of Section 366.06(3), F.S. 

-2-
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Issue 2: Should this docket be closed? 

Issue 2 

Recommendation: No. This docket should remain open pending the Commission's decision 
on the proposed tariff revisions. (Tan) 

Staff Analysis: This docket should remain open pending the Commission's decision on the 
proposed tariff revisions. 

- 3-
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