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State of Florida

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

Tallahassee, Florida 32399-0850

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

DATE:

TO:

FROM:

RE:

June 23,2016

Office of Commission Clerk (Stauffer)

Office of Telecommunications (C. Williams, S. Deas
Office ofthe General Counsel (S. Hopkins) Sij

Application for Certificate of Authority to Provide Telecommunications
Service

AGENDA:

SPECIAL INSTRUCTIONS:

7/7/2016 - Consent Agenda - Proposed Agency Action - Interested
Persons May Participate

None

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

DOCKET

NO. COMPANY NAME

160124-TX TampaBay DSL Inc d/b/a PBX-Change

160079-TX Mobilitie Management, LLC

CERT.

NO.

8894

8895

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.
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REVISED 6/23/2016 

State of Florida 

DATE: 

TO: 

FROM: 

RE: 

June 23, 2016 

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

TALLAHASSEE, FLORIDA 32399-0850 

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

Office of Commission Clerk (Stauffer) / _,:;/ )i r 
Office of Telecommunications (Bates, Fogleman, Salak, Williams) 1\ ~ _ J 
Office of Auditing and Performance Analysis (Vinson, Lehmann) vtV 
Office of the General Counsel (Page) f/Y1 .L . ~~,-

Docket No. 140029-TP - Request for submission of proposals for relay service, 
beginning in June 2015, for the deaf, hard of hearing, deaf/blind, or speech 
impaired, and other implementation matters in compliance with the Florida 
Telecommunications Access System Act of 1991 . 

AGENDA: 07/07/16 -Regular Agenda - Proposed Agency Action for Issue 1 - Interested 
Persons May Participate 

COMMISSIONERS ASSIGNED: All Commissioners 

PREHEARING OFFICER: Administrative 

CRITICAL DATES: September 1, 2016 - Effective date of Florida 
Telecommunications Relay, Inc. budget. Notification of 
any change in the Telecommunications Access System 
Act surcharge must be made to carriers prior to 
September 1, 2016. 

SPECIAL INSTRUCTIONS: Anticipate the need for sign language interpreters and 
assisted listening devices. Please place near the 
beginning of the agenda to reduce interpreter costs. 

- - ·------

This recommendation replaces the recommendation that 
was deferred from the 5/5116 Commission Conference. 
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Docket No. 140029-TP 
Date: June 23, 2016 

Case Background 

The Florida Relay System provides deaf and hard of hearing persons access to basic 
telecommunications services by using a specialized Communications Assistant that relays 
information between the deaf or hard of hearing person and the other party to the call. The 
primary function of the Florida Relay System is accomplished by the deaf or hard of hearing 
person using a Telecommunications Device for the Deaf where the person using the 
Telecommunications Device for the Deaf types a message to the Communications Assistant who 
in tum voices the message to the other party, or~ Captioned Telephone which displays real-time 
captions of the conversation. 

The Telecommunications Access System Act of 1991 (T ASA) established a statewide 
telecommunications relay system which became effective May 24, 1991. TASA is authorized 
pursuant to Chapter 427, Florida Statutes (F.S.). Section 427.701(1), F.S. , provides that the 
Florida Public Service Commission (Commission or FPSC) shall establish, implement, promote, 
and oversee the administration of the statewide telecommunications access system to provide 
access to telecommunications relay services by persons who are deaf, hard of hearing or speech 
impaired, or others who communicate with them. It is estimated that approximately 2.5 to 3 
million 1 of the estimated 20 million persons living in Florida have been diagnosed as having a 
hearing loss. This system provides telecommunications service for deaf or hard of hearing 
persons functionally equivalent to the service provided to hearing persons. 

T ASA provides funding for the distribution of specialized telecommunications devices and 
provision of intrastate relay service through the imposition of a surcharge of up to $.25 per 
landline access line per month. Accounts with over 25 access lines are billed for only 25 lines. 
Pursuant to Section 427.704(4)(a)1, F.S., a surcharge is collected only from landline access 
lines.2 

Florida Telecommunications Relay, Inc. (FTRI), a non-profit corporation formed by the local 
exchange telephone companies, was selected by the Commission to serve as the 
Telecommunications Access System Act Administrator. On July 1, 1991 , the local exchange 
telecommunications companies began collecting an initial $.05 per access line surcharge 
pursuant to Order No. 24581. Since July 1, 1991 the surcharge, which is currently $.12 per 
month, has changed to reflect FTRI budgetary needs and potential Federal Communications 
Commission (FCC) mandates. 

Chapter 427, F.S. , requires that the relay system be compliant with regulations adopted by the 
FCC to implement Title IV of the Americans with Disabilities Act. The FCC mandates the 
minimum requirements for services a state must provide, certifies each state program, and 
periodically proposes changes in the stipulated services. 

1 2015 Florida Coordinating Council for the Deaf and Hard of Hearing Biennial Report to Governor Rick Scott, the 
Florida Legislature & the Supreme Court and " Demographics and Statistics," Florida Telecommunications Relay, 
Inc ., http://ftri .org/index.cfm/go/public.view/page/ 12, accessed on April21 , 2016. 
2 Florida Telecommunications Relay, Inc. projects a 4 percent decrease in landline access lines subject to the relay 
surcharge for the budget year 20 16/20 17. 
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The current relay service provider in Florida is Sprint. The FPSC awarded the contract to Sprint, 
effective March 1, 2015 , for a period of three years. The contract contains options to extend the 
contract for four additional one-year periods, and requires mutual consent by both parties to 
extend the contract. 

Staff sent a data request to FTRI on a number of issues included in its proposed budget. FTRI's 
responses to staffs data request are included in the docket file. In order to perform additional 
analysis, staff deferred this item from the May 5, 2016 Agenda Conference. This time allowed 
staff to thoroughly review additional information for the FTRI proposed budget and to assess the 
budget results for Fiscal Year 2015/2016 using the latest actual information which became 
available on May 16, 2016. Based on having more actual data for Fiscal Year 2015/2016, staff 
has estimated the actual FTRI expenses for Fiscal Year 2015/2016 and they are presented in 
Option 2 under Issue 1 of the recommendation. Staff used actual data from June 2015 through 
March 2016 and estimated the fourth quarter by averaging the first three quarters of the fiscal 
year. 

In 2013 the Office of Auditing and Perf01mance Analysis performed a management audit of 
FTRI. The audit produced seven findings and corresponding recommended actions (Attachment 
C). To assist the current analysis, audit staff updated portions of its analysis and conducted a 
limited assessment of improvements FTRI has implemented in response to the 2013 findings. 

Through its recent analysis, audit staff concluded that FTRI had undertaken largely responsive 
and reasonable efforts to implement the suggested improvements from 2013 . However, audit 
staff noted that FTRI ' s Fiscal Year 2016/2017 proposed expenditures interrupts a three-year 
trend of reducing total expenditures. 

Staff contacted FTRI and its Board and requested that the FTRI budget be refiled using the actual 
amounts for expenses from the previous year. The Board voted to keep the budget as they 
originally filed it. 

Decertification from the National Deaf-Blind Equipment Distribution Program 
FTRI was certified by the FCC to participate in the National Deaf-Blind Equipment Distribution 
Program (NDBEDP)3 and receive reimbursement from the Federal TRS Fund in 2012. Under 
current FCC guidelines, FTRI is reimbursed for some expenses related to administering the 
program, including equipment purchased and distributed, assessment of clients, and training of 
clients. Administrative costs are capped at 15 percent of the reimbursement expenses. 

As presented in Attachment B, on March 28, 2016, after it submitted its Fiscal Year 2016/2017 
proposed budget, FTRI submitted a letter to the Commission communicating that it will decertify 
from the NDBEDP. In the letter, FTRJ explains that the FTRI Board directed that participation in 
the NDBEDP not adversely impact FTRI's TASA function in Florida. FTRI further explains that 

3 The NDB EDP, also known as iCanConnect, prov ides eq uipment needed to make telecommunicat ions, advanced 
communications, and the Internet access ible to low-i ncome individuals who have both significant vision loss and 
significant hea ring loss. It was established and funded by the Federal Communications Commission in an effort to 
comply with the 11 st Century Video and Communications Accessibility Act, a federal law that requires people with 
disabi lities to have access to modern comm unications technology that enables distance communication. 
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its continued participation in the NDBEDP would result in absorbing some of the cost through its 
state relay budget. FTRI revenues for Fiscal Year 2015/2016 from the NDBEDP for Q1 and Q2 
were $66,149 and expenses were $76,702, resulting in a net loss of$10,553. 

FTRI believes continued participation in the program may lead to increased losses due to the 15 
percent administrative cap. Further, FTRI states that reimbursable expenses are shifting to lower 
cost equipment offered through the program, yielding a lower administrative reimbursement 
using the 15 percent cap. 

If FTRI decertifies with the FCC, it is anticipated that the program and its offered services will 
continue with another entity distributing the NDBEDP equipment for the deaf-blind, low-income 
Floridians. The FCC will make that determination after reviewing interested applicants' 
proposals. 

The full impact of continuing to participate in the NDBEDP on FTRI's proposed Fiscal Year 
2016/2017 budget would be a projected $61,820 loss as presented by FTRI in its Fiscal Year 
2015/2016 Estimated Revenue & Expenses as presented in Attachment A. 

The purpose of this recommendation is to address the FTRI proposed Fiscal Year 2016/2017 
budget and determine what the relay surcharge should be for the upcoming fiscal year. The 
Commission is vested with jurisdiction pursuant to Chapter 427, F.S. 
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Discussion of Issues 

Issue 1 

Issue 1: Should the Commission approve FTRI's proposed budget, excluding the National 
Deaf-Blind Equipment Distribution Program, for Fiscal Year 2016/2017, and should the 
Commission maintain the current Telecommunications Relay Service (TRS) surcharge of $0.12 
per month? 

Recommendation: No, staff recommends that the budget expenses should be reduced by 
$601,238. Attachment D reflects the line-by-line adjustments that are being recommended. The 
surcharge should be reduced to $0.11 beginning September 1, 2016. If necessary, FTRI should 
be allowed to use the surplus account if there is a revenue shortfall in Fiscal Year 2016/2017. 
(Salak, Fogleman, Williams, Bates, Vinson, Lehmann, Page) 

Staff Analysis: 

Traditional Telecommunications Relay Service 
Minutes of use for traditional TRS have been declining. Sprint's projections indicate that 
traditional minutes will continue to decline during the 2016/2017 Fiscal Year. Traditional relay 
users are transitioning to Internet Protocol Relay,4 Video Relay Service,5 Captioned Telephone 
Service,6 Internet Protocol Captioned Telephone Service,7 Internet Protocol Speech-to-Speech 
(STS) service,8 and wireless service. The traditional TRS cost as approved in Sprint's contract 
remains at $1.09 per session minute. 

4 IP Relay allows people who have difficulty hearing or speaking to communicate through an Internet connection 
using a computer and the Internet, rather than a TTY and a telephone. 
5 Video Relay Service is a form of Telecommunications Relay Service that enables persons with hearing di sabilities 
who use American Sign Language to communicate with voice telephone users through video equipment, rather than 
through typed text. Video equipment links the VRS user with a TRS operator so that the VRS user and the operator 
can see and communicate with each other in signed conversation . Because the conversation between the VRS user 
and the operator flows much more quickly than with a text-based TRS call, VRS has become a popular form of 
TRS. 
6 A telephone that displays real-time captions of a conversation. The captions are typically displayed on a screen 
embedded into the telephone base. 
7 IP captioned telephone service allows the user to simultaneously listen to, and read the text of, what the other party 
in a telephone conversation has said, where the connection carrying the captions between the service and the user is 
via an IP addressed and routed link. 
8 Speech-to-Speech (STS) relay service utilizes a specia lly trained CA who understands the speech patterns of 
persons with speech disabilities and can repeat the words spoken by such an individual to the other party to the call. 
IP STS uses the Internet, rather than the public switched telephone network, to connect the consumer to the relay 
provider. Instead of using a standard telephone to make the relay call , an I P STS user can use a personal computer or 
personal digital assistant (PDA) device and, with the installation of softphone application software, can make a 
voice call via the Internet to the relay provider. The call is initiated by the user clicking on an icon on hi s or her 
computer or PDA; the relay user is then connected to a CA over the Internet and tells the CA the number to be 
dialed ; theCA then connects the IP STS user with the called party and relays the call between the two parties. 
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CapTel Service 

Issue 1 

CapTel service uses a specialized telephone that provides captioning of the incoming call for a 
deaf or hard of hearing person. Sprint's projections show that CapTel minutes of use will also 
decrease during the 2016/2017 Fiscal Year. The CapTel cost as approved in the Sprint contract 
remains at $1.63 per session minute. 

Florida Telecommunications Relay Inc. Budget 
Attachment A reflects FTRI's 2016/2017 Fiscal Year proposed budget, which was reviewed and 
adopted by FTRI's Board of Directors prior to filing with the Commission. The proposed budget 
includes a decrease in expenses of approximately $774,299 from the Fiscal Year 2015/2016 
Commission approved budget. The FTRI 2016/2017 proposed budget projects total operating 
revenues to be $8,269,418 and total expenses to be $7,977,633 . FTRI believes the 
Telecommunications Relay surcharge should remain at $0.12 per access line for the 2016/2017 
Fiscal Year. 

Sprint's estimated Fiscal Year 2016/2017 traditional Telecommunications Relay surcharge 
minutes of use are 1,013 ,262 at a rate of $1.09 per minute for a total of $1 ,104,456. Sprint' s 
estimated CapTel minutes of use for Fiscal Year 2016/2017 are 1,280,726 at a rate of$1.63 per 
minute for a total of$2,087,583. 

The biggest decrease in expense in the budget arises from relay provider services, resulting in 
$779,460 in savings when compared to the Fiscal Year 2015/2016 Commission approved budget. 
The largest increase in the budget is associated with FTRI Outreach. FTRI's Outreach expense 
increased by $153,674 over the Fiscal Year 2015/2016 Commission approved budget and FTRI's 
2015/2016 estimated expenditures for Outreach. 

Not including Category I, the relay provider expense or NEBEDP, FTRI's proposed budget 
includes a net increase in expenses for categories II-V of $1 ,386 compared to the approved 
budget for Fiscal Year 2015/2016; $383,346 compared to FTRI's estimated actual for Fiscal 
Year 2015/2016; and $305,387 compared to staff's estimate of actual expense for Fiscal Year 
2015/2016. 
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Issue 1 

A comparison ofFTRI's Fiscal Year 20 15/2016 Commission approved budget and FTRI's Fiscal 
Year 2016/2017 proposed budget as filed is shown in Table 1 below. 

Table 1 
FTRI Fiscal y 2016/2017 8 d t c ear u lge omp_anson 

Commission Approved FTRI Proposed 
2015-2016 2016-201 7 

Operating Revenue: 
Surcharges $8,249,890 $7,762,706 
Interest Income 33,941 34,188 
NDBEDPY 468 749 472,524 
Total Operating Revenue $8,752,580 $8,269,418 

Operating Expenses: 
Relay Provider Services $3,971,499 $3,192,039 
Equipment and Repairs 1,690,3 86 1,621,478 
Equipment Distribution And Training 1,054,737 950,403 
Outreach 574,626 728,300 
General & Administrative 991,935 1,012,889 
NDBEDP 468 749 472,524 
Total Expenses $8,751 ,932 $7,977,633 

Annual Surplus 648 291,785 
Total Surplus 10 $15,723,243 $16,274,881 

Source: FTRI 's F1scal Year 2016/2017 proposed budget. 

Analysis 
Staff believes there are several approaches that could be used to determine the appropriate FTRI 
budget for Fiscal Year 2016/2017. Staff will provide three options for the Commission's 
consideration as presented in Attachment D. As previously mentioned, Relay and CapTel 
expenses from Sprint (Category I) are projected to decline as a result of reduced minutes. All 
other expense categories in FTRI' s Fiscal Year 2016/2017 proposed budget are projected to 
increase over the actual expenses for Fiscal Year 2015/2016 as presented by FTRI. 

Staff believes that Category I, the Sprint relay charges, should not be adjusted for any of the 
three options. The minutes of use have been projected by Sprint. It has multi-state experience 
with such projections and its historic projections have proven to be reasonable. In addition, staff 

9 National Deaf Blind Equipment Distribution Program. 
10 The Federal Communications Commission may mandate state funding of Video Relay Service, Internet Protocol 
Relay Service, and Internet Protocol Captioned Telephone Service. It is estimated that at a minimum $32 million 
would be needed to adequately fund the state program. The Commission, by Order PSC-06-0469-PAA-TP, issued 
June I, 2006, in Docket No. 040763-TP, maintained the Florida Telecommunications Relay Service surcharge at 
$0.15/month for one year in lieu of a surcharge reduction, to prepare the state Telecommunications Relay Service 
Fund for assuming intrastate costs of Video Relay Service and Internet Protocol Relay, and to allow time to 
determine how the costs should be recovered should the need arise. 
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Issue 1 

believes that FTRI's projection methodology of the revenues for Fiscal Year 2016/2017 is 
reasonable and should also be used for the three options. 

Option 1: Adjustments to the Budget on a Line-by-Line Basis 
The number of access lines assessed the relay surcharge is declining and has been for a number 
of years. The costs of Florida's relay program are being spread among a fewer number of 
consumers as the number of landlines decline. In addition, the equipment that can be distributed 
by FTRI's equipment distribution program is limited by the relay statute. Based upon the 
premise that wireline access lines are declining and the number of FTRI eligible clients is 
declining as customers convert from landline to other technologies, Option 1 is designed to 
adjust each of the expense categories to insure that the expenses reflect the necessary costs to 
serve the program. With this goal in mind, staff recommends the following adjustments to the 
FTRI budget. 

In the 2013 management audit report, audit staff calculated FTRI' s "core" operating 
expenditures per new client added. Core operating expenditures was defined as expenses for 
equipment, equipment distribution, repairs, training, outreach and general administration. The 
following chart displays updated results. 

Total Core* 
Expenditures 
Total New 
Clients 
Ratio 
Expenditures/ 
New Client 

Table 2 
Florida Telecommunications Relay, Inc. 

Core* Operating Expenditures per New Client 
Fiscal Year 2010-2017 

FY '10-' 11 FY '1 1-' 12 FY '12-'13 FY '13-'14 FY '14-'15 

$5,891,703 $5,066,067 $4,634,021 $4,166,422 $4,071,914 

24,399 19,287 15,078 13 ,67 1 13 ,408 

$241 $263 $307 $305 $304 

Projected Budget 
FY '15-'16 FY '16-'17 

$4,007,686 $4,313,070 

13,408** 13,408** 

$299 $322 
.. . . 

*Core expenditures mclude EqUipment/Repairs/Distnbutwn/Trammg, Outreach, and General! AdminiStrative 

**Assumed for illustration purposes by audit Staffto equal2014-2015 total 

Staff and FTRI recognize that FTRI provides service to more clients than just the new ones; 
however, this chart provides focus on the dollar impact of FTRI's outreach efforts. Within its 
Fiscal Year 2016-2017 budget, FTRI proposes increased core operating expenses, which 
combined a continued decline in new clients, would result in a significant increase costs per new 
client. 

Category 1-Relay Service 
As previously discussed, staff recommends that no adjustments should be made to this category. 

Category 11-Equipment & Repairs 
Category II reflects the purchases of the equipment to be distributed to clients and the repairs that 
FTRI must do to keep the equipment in working order. Staff has reviewed the workpapers to 
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Issue 1 

determine the amounts of equipment purchases for the year. Most of the line items are based 
upon the historic twelve-month period to determine the level that will be needed for the 
upcoming year. Staff is recommending several adjustments in this category: 

• VCP Hearing Impaired 11 equipment should be reduced from $1,434,745 to $1,291,270, a 
reduction of $143,475. Staff believes the recommended reduction in Category IV­
Outreach will decrease demand. VCP Hearing Impaired equipment is currently the 
equipment most widely distributed. The $143,475 adjustment represents ten percent of 
the FTRI proposed amount budgeted for this line item. 

• TeliTalk Speech Aid 12 equipment should be reduced from $15,000 to $10,000. The 
actual amount for Fiscal Year 2015/2016 appears to be below the estimated amount for 
Fiscal Year 2015/2016. FTRI indicates it missed one of the state events that generates 
interest in the TeliTalk Speech Aid equipment, so staff suggests a $5,000 disallowance in 
the budget rather than further decreasing the amount. 

• VRS-Signaling 13 equipment should be reduced from $15,246 to $10,000. The actuals for 
Fiscal Year 2015/2016 appears to be lower than projected. However, a price increase is 
expected. Staff is recommending a $5,246 adjustment to account for the lower demand in 
the last year, but accounting for the price increase. 

• Equipment Accessories/Supplies should be reduced from $1,886 to $900 since there was 
lower expense in Fiscal Year 2015/2016 than expected. Staff recommends a $986 
reduction in the allowed budget request. 

Category III-Equipment Distribution & Training 
Category III reflects the cost of the distribution of equipment throughout the state and the 
training of consumers in the use of the equipment. FTRI contracts with Regional Distribution 
Centers (RDCs), many of which are non-profit agencies, to perform these functions throughout 
Florida. Currently there are 23 RDCs. 

Based upon staffs estimates of the actual costs of the RDCs for Fiscal Year 2015/2016, staff 
believes the requested amount is already below actual costs for Fiscal Year 2015/2016. However, 
staff proposes decreasing the amount since staff believes demand for equipment will decline if 
staffs recommendation in Category IV -Outreach is adopted. Consistent with the adjustment for 
equipment, the amount in the budget is adjusted by ten percent for a total of $90, I 08. Staff also 
believes an adjustment to Training Expense for RDCs is appropriate by decreasing the proposed 
budget amount by $800. Much of the training is conducted through webinars which should 
reduce the costs. 

11 VCP Hearing Impaired Equipment - Volume Control Telephones for individuals who are hard of hearing. 
12 TeliTalk Speech Aid Equipment - Allows an individual with a Laryngectomee to speak on the phone using a built 
in speech aid. 
13 VRS-Signaling Equipment - Video telephone that allows individuals to communicate via a sign language 
interpreter. 
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Category IV-Outreach 

Issue 1 

FTRI has requested $728 ,300, an increase of $153,674 over last year' s budget for Outreach. 
FTRI ' s Outreach expense includes RDC Outreach at community events; printed materials such 
as brochures, postcards, banners, and flyers; a marketing campaign including newspaper 
advertising, magazines, social media, and other marketing tools; partnerships with service 
provider associations; and attendance at statewide conferences. The marketing campaign and the 
RDC Outreach are the two most expensive programs in the overall Outreach plan. FTRI has 
made commitments for this budget year to spend the total amount of the Outreach budget for 
Fiscal Year 2015/2016. Staff recommends that the proposed FTRI Outreach budget be adjusted 
from $728,300 to $500,000 with FTRI determining where the Outreach dollars should be spent. 
Reducing the Outreach is consistent with the basic premises of Option 1. The recommended 
amount is $74,626 less than the amount budgeted and spent in Fiscal Year 2015/2016. Staff 
recommends that Outreach should be reduced by $228,300. 

Category V -General & Administrative 
Category V reflects the expenses associated with FTRI's office and furnishings, employees, 
contracted services (auditors, attorney, computer consultants), computers and other operating 
expenses. It should be noted that FTRI has reduced its full-time employees from 15 to 10 since 
Fiscal Year 201 0/2011. 

Staff is recommending that the following adjustments be made to Category V' s proposed budget: 

• Advertising should be reduced by $1 ,313. FTRI states that they increased the amount for 
advertising vacancies based on the assumptions of two vacancies and possibly needing to 
adve1iise for each vacant position twice. During Fiscal Year 2015/2016, FTRI had two 
vacancies and has not needed to advertise twice. 

• Legal expense should be reduced from $72,000 to $36,000. FTRI has had the same law 
firm on retainer for many years. The attorney attends the board meetings and writes the 
minutes, reviews Request For Proposals, reviews contracts, and advises on legal issues as 
they arise. It would appear that paying the attorney an hourly rate may be more cost 
effective than paying a retainer. Staff recommends that the attorney fees be cut in half, an 
adjustment of $36,000. 

• Consultation-Computer expense should be reduced from $15,980 to $8,100. For Fiscal 
Year 2015/2016, staff and FTRI's actual expenses were about $8,100. FTRI's proposed 
budget for this account includes Network Administration for the FTRI server in the 
Tallahassee office and additional desktop computer support for four hours a week for $50 
per hour. Staff recommends the budget should be based on last year' s budget amount for 
an adjustment of $7,880. 

• Insurance-Health/Life Disability expense should be reduced from $165,735 to $147,949. 
When determining the amount to propose for this insurance in the budget, FTRI made the 
decision to exclude a reduction for Health Care Credit stating there is uncertainty in the 
credit amount and whether it will exist during the entire budget period due to legislation. 
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Issue 1 

Staff recommends the full credit of $17,786 from Fiscal Year 2015/2016 be used to 
adjust the FTRI budget amount. 

• Insurance-Health/Life Disability expense should be reduced by another $16,299.83. This 
amount is related to the short-term disability and long-term disability that FTRI provides 
as a benefit. While this insurance may be beneficial to the employee, it goes well beyond 
what an organization must offer its employees. The landline customers should not be 
required to pay for this type of insurance. 

• Retirement should be reduced by $14,232. Currently, 11.1 percent of salaries is put into a 
retirement account for the employees. The employees are not required to pay for any of 
their retirement. This adjustment would reflect that only 8.1 percent of the salaries would 
be paid by FTRI with the rest being paid by the employee. Many companies require 
matching of retirement contributions. In addition to paying the 11.1 percent, FTRI would 
still need to pay the 2.34 surcharge to the pension benefit company. 

• Employee Compensation should be reduced by $12,653. Included in FTRI's proposed 
budget is a three percent compensation increase for all employees. Based on historic 
information, raises are not given across the board annually. However, most employees 
have received a salary increase within the past three years. Given the audit finding that 
the employee related expenses per FTE are high, no increase should be allowed for this 
budget cycle. 

• Temporary Employment is used mainly when an employee resigns. During the hiring 
period, a temporary employee is hired to do tasks that cannot wait for the permanent 
position to be filled. Temporary employees are also sometimes used to help in times of 
extreme workload. Staff suggests the proposed budget amount should be reduced by 
$9,400. The employment compensation includes the full salary for ten people. If the 
Salary is included in the employment compensation account and the temporary 
employment account, staff believes there is double counting. Staff recommends an 
adjustment of $9,400 be made to this account leaving $1,000 if there are times of high 
workload. 

• Taxes-Payroll should be reduced by $959 as a result of staffs recommendation to 
eliminate the three percent increase in Employment Compensation. 

• Travel and Business Expense is used for travel to non-outreach trips, conferences and 
training. The budget includes two trips that were not included in last year's budget. In 
addition, it is not anticipated that Fiscal Year 2015/2016 Travel and Business Expense 
will be any greater than $11,430 and will more than likely be lower. Staff recommends 
reducing this budget by $8,700, from $18,700 to $10,000. 

• Employee Training should be adjusted by $2,100. One of the items in the budget is a 
meeting that falls outside of the time frame for Fiscal Year 2016/2017. The Employee 
Training expense account is proposed by FTRI to be $5,300. After the adjustment, the 
budget for this account would be $3,200. 
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The total difference between staffs Option 1 budget and FTRI' s proposed budget is $601 ,23 8. 
Under Option 1, the TRS surcharge may be reduced to $0.11 from the current $0.12. There is an 
allowance for a margin of error of $427,710 before the surplus fund would need to be used. If the 
Commission chooses to reduce the surcharge to $0.11 , staff recommends that FTRI be able to 
use the money from the surplus account to cover any shortfalls in revenue for Fiscal Year 
2016/2017. 

Option 2 Adjustments to the Budget to Reach Last Year's Actual Expenses 
Under Option 2, FTRI's budget for Fiscal Year 2016/2017 would be predicated on the actual 
expense level for Fiscal Year 2015/2016. For Fiscal Year 2015/2016, FTRI estimated the actual 
expenses by including six months of actual data and six months of estimated data based on a 
combination of actual data and projections of any changes. 

On May 16, 2016, FTRI filed its quarterly report with actual data for the third quarter of Fiscal 
Year 2015/2016. Staff used that information to update the "actual" amounts for Fiscal Year 
2015/2016 with nine months (three quarters) of actual data and three months (one quatier) of 
estimated data. Staff estimated the fourth quarter by averaging the first three quarters of actual 
data and using it as a proxy for the fourth quarter. 

Staff made three category exceptions in its calculations of its actual results. First, Category !­
Relay Services includes the amount recommended for Fiscal Year 2016/2017 in all options. The 
second adjustment is to Category IV -Outreach. The outreach money has been committed so the 
amount budgeted for this item for Fiscal Year 2015/2016 will substantially be used by year end. 
The last proposed adjustment is to Category V -Advertising. Staff recognizes that FTRI currently 
has one vacancy; however actual advertising expenses for Fiscal Year 2014/2015 were 
significantly below average during this time period. Staff believes that a better estimate for 
advertising expenses would be an average based on actual expenses for the prior three years. 

Since staffs results for Fiscal Year 2015/2016 are based on more actual data, staff believes 
staffs estimates for Fiscal Year 2015/2016 should be used for purposes ofthis option and should 
be considered the actual results for Fiscal Year 2015/2016. 

The total expenses would be $7,199,722. This represents a reduction from FTRI' s proposed 
budget of $305 ,387. FTRI will be given the flexibility to determine where the reductions would 
occur in Categories II-V. The Category I-Relay Services should remain as projected. 

Under Option 2, the surcharge should remain at $0.12. However, the Commission could reduce 
the surcharge to $0.11 with the understanding that the difference would be taken from the surplus 
account. Under the revenue forecast, at least $48,519 would be removed from the surplus 
account. 

Option 3 The Budget as Proposed by FTRI 
In Option 3, FTRI's proposed budget operating revenue of $7,796,894 and proposed budget 
expenses of $7,505,109, excluding the National Deaf-Blind Equipment Distribution Program, for 
Fiscal Year 2016/2017, would be approved, and the current TRS surcharge of$0.12 per month 
would be maintained. FTRI would be allowed to increase its outreach expenses as a pilot to 
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targeted newspaper insert program with data to be filed with its annual budget request indicating 
the program's effectiveness. FTRI's budget is building upon past experience using the targeted 
newspaper insert ad strategy, RDC outreach partnerships, and a comprehensive marketing plan to 
expand its outreach efforts. FTRI's goal is to promote, educate, and increase awareness about 
FTRI, the Equipment Distribution Program (EDP), and Florida Relay, with the ultimate goal of 
recruiting new clients. 

FTRI has experimented with newspaper inserts from 2012 to present. FTRI plans to advertise the 
relay program all year, primarily using insert advertisements in newspapers. In support of its 
advertising strategy, and as discussed earlier, FTRI presents the following points: 

• Scarborough, a Nielsen service, released a report in March 2015 that 71.7 percent of US 
populations 65+ still read the Daily or Sunday newspaper. 

• Scarborough also reported that 71.9 percent of the total Top 7 Florida markets read a 
Daily or Sunday paper (Tampa-St. Pete-Sarasota, Miami-Ft. Lauderdale, Orlando­
Daytona Beach-Melbourne, West Palm Beach-Ft Pierce, Jacksonville) . 

• In an article published in January 2015 by Pew Research Center, 84 percent of people 
65+ still have landlines. 

The newspaper inserts are targeted to zip codes with a high population of residents over 65 years 
old. Statistics indicate that one in three people over 65 have a hearing loss. FTRI has conducted 
various Outreach projects in the past including newspaper, community events, and joint efforts 
with the Regional Distribution Centers. However, the strategy of using newspaper insert 
advertisements on a statewide basis is a new and more intense effort. 

The idea of using insert advertisements that can be pulled out of newspapers may prove to have a 
positive impact on the relay program. Under this option, the targeted newspaper insert program 
could be approved on a pilot basis during the Fiscal Year 2016/2017 budget year. FTRI could 
present its results and findings in its proposed Fiscal Year 2017/2018 budget to the Commission 
to determine its effectiveness. During the April 13, 2016 TASA meeting, a member of the TASA 
Committee shared that his organization has seen an increase in the distribution of equipment as 
result of FTRI ' s outreach efforts. If this program is successful , the expenses for equipment, 
maintenance, and repair should increase over estimated expenses as reflected in FTRI's proposed 
budget. 

FTRI believes potential benefits of FTRI's newspaper ad strategy is confirmed by comparing the 
Scarborough and Pew Research Center data showing that a large percentage of the population 65 
and older read the daily newspaper and still have landline phones, to the FTRI data on clients 
served . Ninety-one percent ofFTRI's new clients during the Fiscal Year 2014/2015 budget year 
were age 60 or older. More clients in the 80 to 89 age group received equipment than those of 
any other age group. 

In addition, FTRI's outreach strategy for Fiscal Year 2016/2017 would continue to focus on 
RDC Agreements, digital ad networks, email blasts, and social media such as Facebook, Twitter, 
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and Google Ad Words. Further, FTRI plans to continue to build partnerships with similar 
organizations that serve similar target populations. 

The Commission's audit staff conducted a performance analysis audit of FTRI in 2013 and 
issued several recommendations related to FTRI's operations, including the establishment of 
evaluative measures to assess RDC performance. In response to the audit recommendation to 
establish RDC performance measures, FTRI implemented a $50 expense cap per new client for 
RDC outreach events. FTRI believes its efforts appear to have produced positive results in 
reducing outreach event expenses and more successfully reaching clients as recommended by the 
2013 performance audit. 

If FTRI's primary goal of increasing outreach efforts is to expand participation in the Florida 
relay program, FTRI equipment distribution, equipment repair, and RDC training and equipment 
distribution should also increase. 

Under Option 3, the surcharge should remain at $0.12. The Commission could still reduce the 
surcharge to $0.11 with the understanding that the difference would be taken from the surplus 
account. Under this option, at least $355,107 would be removed from the surplus account. 

Conclusion 
Staff has reviewed FTRI's Fiscal Year 2016/2017 Fiscal Year budget request and has provided 
three options for the Commission to consider. Staff recommends Option 1 which makes specific 
adjustments to FTRI's Fiscal Year 2016/2017 as reflected in Attachment D. Staff further 
recommends that the TRS surcharge be reduced to $0.11 per month per access line up to 25 
access lines for the Fiscal Year 2016/2017, effective September 1, 2016. Staff also recommends 
that FTRI be granted the flexibility to move budgeted funds within the same category, if needed, 
for expense categories II through V, with one exception. Specifically, this flexibility would not 
extend to employee related expenses in Category V. The Commission should order all 
telecommunications companies to begin billing the $0.11 surcharge for the Fiscal Year 
2016/2017, effective September 1, 2016. If there are any revenue shortfalls, the surplus account 
should be used to cover the shortfall for Fiscal Year 2016/2017. 
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Issue 2: Should the Commission approve the appointments of Mr. Tom D'Angelo and Mr. Tim 
Wata to the TASA Advisory Committee effective immediately? 

Recommendation: Yes. Staff recommends that the Commission approve the appointments of 
Mr. Tom D'Angelo and Mr. Tim Wata to the TASA Advisory Committee effective immediately. 
(Williams, Bates, Page) 

Staff Analysis: Section 427.706, Florida Statutes, provides that the Commission shall appoint 
an advisory committee of up to 10 members to assist the Commission with Florida' s relay 
system. By statute, the advisory committee provides the expertise, experience, and perspective of 
persons who are deaf, hard of hearing, or speech impaired to the Commission and the 
administrator during all phases of the development and operation of the telecommunications 
access system. The advisory committee advises the Commission and the administrator on the 
quality and cost-effectiveness of the telecommunications relay service and the specialized 
telecommunications devices distribution system. Members of the committee are not compensated 
for their services but are entitled to per diem and travel expenses provided through the Florida 
Public Service Commission's Regulatory Trust Fund. 

Mr. Tom D'Angelo and Mr. Tim Wata were nominated for appointment to the TASA Advisory 
Committee by the Florida Association of the Deaf. If approved by the Commission, they will 
replace Mr. Jon Ziev and Mr. Louis Schwarz who both resigned their positions on the TASA 
Advisory Committee as representatives for the Florida Association of the Deaf. 

Mr. D'Angelo has over 15 years ' experience in the telecommunications industry. Mr. 
D' Angelo ' s previous positions include serving as the Florida Account Manager with Sprint 
Relay and Outreach Director for Communication service for the Deaf. Mr. D'Angelo is currently 
an active member of the Florida Association of the Deaf. 

Mr. Wata has vast technical experience in Computer Science. Mr. Wata is currently a Staff 
research Engineer with Lockheed Martin Corporation. In addition to volunteering with the 
Florida Association of the Deaf, Inc., Mr. Wata also has volunteered with the Deaf Service 
Center of Greater Orlando, Inc., the Center for Independent Living in Central Florida, Inc. , and 
the Florida Rehabilitation Advisory Council. 

Therefore, staff recommends that the Commission approve the appointments of Mr. Tom 
D'Angelo and Mr. Tim Wata to the TASA Advisory Committee effective immediately. 
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Issue 3: Should this docket be closed? 

Issue 3 

Recommendation: No. A Consummating Order should be issued for Issue 1, unless a person 
whose substantial interests are affected by the Commission's decision files a protest within 21 
days of the issuance of the proposed agency action. The docket should remain open to address all 
matters related to relay service throughout the life of the current Sprint contract. (Williams, 
Bates, Page) 

Staff Analysis: A Consummating Order should be issued for Issue 1, unless a person whose 
substantial interests are affected by the Commission' s decision files a protest within 21 days of 
the issuance of the proposed agency action. The docket should remain open to address all matters 
related to relay service throughout the life of the current Sprint contract. 
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, Florida 
~ J Telecommunications 

FTRI Relay, Inc. 
March 7, 2016 

Mr. Curtis Williams, Regulatory Analyst IV 
Office of Telecommunications 
Florida Public Service Commission 
2540 Shumard Oak Boulevard 
Tallahassee, FL 32399-0866 

RE: FTRI FY 2016/2017 Budget 

Dear Mr. Williams: 

Attachment A 

1820 E. P.lrk A"'nte St/te 101 
Tatiaha::::.ee, Fl 3?301 
vo,ct: 800 222 3448 
Tn 888·44i-~6ZO 

Buslnm 888·21r.!·1950 
Fax: 850·656·6099 

W'#V(ftf LOfQ 

I am pleased to forward a copy of the FY 2016/2017 budget that was recently approved by the 
Florida Telecommunications Relay, Inc. (FTRI) Board of Directors. The budget was reviewed by 
our Budget Committee and was adopted by the Board at a special meeting recently. 

The budget adopted by the board for FY 2016/2017 maintains the surcharge at the current rate 
of 12 cents per access line and at this level is projected to produce revenues of $7,796,894. As 
reflected on the attached copy of the approved budget total expenses are projected to be 
$7,505,109. 

Access lines have decreased at the rate of 4.7% during the past three years (2013, 2014 & 
2015) and that trend is expected to continue as more consumers move from landline to other 
technologies. For the budget period it is projected that access lines will decrease over 4%. 

As of February 2016, FTRI has over 507,498 individuals in the client database. FTRI and its 
regional partners continue to reach out to meet the telecommunications access needs of 
residents who are deaf, hard of hearing, deaf/blind, or speech disabled. Outreach continues to 
be a large part of our efforts to attract new clients and educate the general population about 
the Florida Relay System and the benefits this brings to our citizens. 

Should you have questions or desire additional information, please do not hesitate to email me 
at jforstall @ftri.org. 

Enclosure 

cc: FTRI Board of Directors 
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Florida Telecommunications Relay, Inc. 
F1scal Year 2016/2017 Budget @ .12 cents surcharge 

201512016 201512016 2016/2017 VARIA~CE 

APPROVED ESTIMATED PROPOSED 201512016 
BUDGET REV& EXPEND OUDGET 201612017 

OPERATING REVENUE 
1 Surcharges 8,249,890 8,086,152 7,762,706 (487,184) 
2 Interest Income 33,941 23,174 34,188 247 

3 NOBEOP 468,749 155,578 472,524 3,775 

TOTAL OPERATING REV 8,752,580 8,264,904 8,269,418 (483,162) 

OTHER HEVENUEIFUNDS 
4 Surplus Account 15,i22,595 15,682,385 15,983 096 260,501 

TOTAL REVENUE 24,475.175 23,947,289 24 ,252,514 (222,661) 

OPERATING EXPENSES 
CATEGORY 1- RELAY SERVICES 

5 OPR Provider 3,971,499 3,817,071 3,192,039 (779,460) 

SUBTOTAL-CATEGORY I 3,971,499 3,817,071 3,192,039 (779,460) 

CATEGORY 11 - EQUIPMENT & REPAIRS 

6 TOO Equipment 0 0 0 0 
7 Large Print TOO's 0 0 568 568 
8 VCO/HCO - TDD 720 1,150 1,150 430 
9 VCO Telephone 0 0 0 0 

10 Dual Sensory Equipment 5,000 0 5,000 0 
11 Cap Tel Pl1one Equipment 0 0 0 0 
12 VCP Hearing l mpa~red 1,440.645 1,414,033 1,434,745 (5,900) 
'13 VCP Speech Impaired 1,386 554 693 (693) 
14 TeliTalk Speech Aid 18,000 10,800 15,000 (3.000) 
15 Jupiter Speaker phone 0 0 0 0 
16 In-Line Amplif1er 0 0 0 0 
17 ARS Signaling Equip 6,501 4,204 5,418 (1,083) 
18 VRS Signaling Equip 16,080 8,577 15,246 (834) 
19 Accessories & Supplies 2,980 1,481 1,886 (1,094} 
20 T elecomm Equip Repair 199,074 99,742 141,772 (57,302} 

SUBTOlAL-CATEGORY II 1,690,386 1,540,541 1,621 ,478 (68,908} 

CATEGORY Ill - EQUIPMENT DISTRIBUTION & TRAINING 

21 Freight-Telecomm Equip 74,314 45,072 47,325 (26,989) 
22 Regional Oistr Centers 976,423 860.762 901 ,076 (77,345} 
23 Workshop Expense 0 0 0 0 
24 Training Expense 2,000 936 2.000 0 

SUBTOTAL-CATEGORY Ill 1,054,737 906,770 950,403 (104,334} 
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CATEGORY IV- OUTREACH 

25 Outreach Expense 

SUBTOTAL-CATEGORY IV 

Florida Telecommunications Relay, Inc. 
Fiscal Year 201612017 Budget@ .12 cents surcharge 

201512016 201512016 20161201"1 VARIANCE 

APPROVED ESTIMATED PROPOSED 201512018 

BUDGET REV& EXPEND BUDGET 2016/2017 

574.626 574,626 728 ,300 153,674 

574,626 574,626 728,300 153,674 

CATEGORY V- GENERAL & ADMINISTRATIVE 

26 Adverlising 2,64 1 1,320 2,633 (8) 

27 Accounting/Auditing 24,896 2'1,398 22,300 (2,596) 

28 Legal 72,000 71,550 72,000 0 

29 Computer Consultation 23,970 8,084 15,980 (7 ,990) 

30 Dues & Subscnptions 3,034 2.184 2,798 (236) 

31 Office Furmture Purchase 250 0 250 0 
32 Office Equipment Purchase 12,500 8,069 9.990 (2.510) 

33 Office Equipment Lease 1,886 1,878 1,876 (10) 
34 lnsurance-Hith/Life/Osblty 158,262 124,882 165.735 7,473 

35 lnsurance-Ot11er 8,897 6,064 9.844 947 

36 Office Expense 16,524 16,389 17,496 972 

37 Postage 9,917 8,087 8,124 (1,793) 

38 Printing 1,537 1,289 1,295 (242) 

39 Rent 91,280 92,166 93,4 19 2, 139 
40 Utilities 5,808 5,254 5,281 (527) 
41 Retirement 58.575 57,717 59,694 1,119 

42 Employee Compensation 408,471 403,461 430.264 21 ,793 

43 Temporary Employment 8,000 7,230 10,400 2,400 

44 Taxes - Payroll 32,507 30,899 32,916 409 

45 Taxes- Unemplmt Camp 1,863 1,651 1,663 (200) 
46 Taxes - Licenses 65 65 65 0 
47 Telephone 18,670 15,765 16,708 (1,962) 

48 Travel & Business 16,296 11,430 18,700 2,404 
49 Equipment Main!. 1,353 1,281 1,287 (66) 

50 Employee Training/Dev 7,000 3,475 5,300 (1,700) 
51 Meeting Expense 5,733 5,599 6,871 1,138 

52 M1scellaneo:Js Expense 0 0 0 0 

SUBTOTAL-CATEGORY V 991,935 907,787 1,012,889 20,954 

CATEGORY VI- NDBEOP 

53 NDBEDP- Expense 46!3,749 217.398 472,524 3,775 

SUBTOTAL-CATEGORY VI 468,749 217,398 472 ,524 3,775 

TOT /\L EXPENSES 8,751 ,932 7,964.193 7,977,633 (774,299) 

REVENUE LESS EXPENSES 15.723,243 15,983.096 16,274,881 551,638 
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•
, Florida 
~ j Telecommunications 

FTRI Relay, Inc. 

1820 l. Park Avenue. Suitt tO~ 
Tallahassn, Fl. 3230' 
VOice 600·222·3448 
m. 888-4·i7·5620 

8usmtss 688 ·292· \950 
Fax. 650·656·6009 

www,ftfioro 

March 28, 2016 

Beth Salak, Director 
Office of Telecommunications 
Florida Public Service Commission 
2540 Shumard Oak Boulevard 
Ta llahassee, Fl 32399-0850 

Dear Beth: 

This is to follow up on your conversation with our counsel regarding the National Deaf-Blind 
Equipment Distribution Program (NDBEDP) administered by th.e Federal Communications 
Commission (FCC) and our consideration to decertify as a participant in that program. After 
further review and analysis of our participation, we have concluded it would be prudent to 
decertify as a participant in the NDBEDP. 

FTRI was certified by the FCC to participate in -the program and receive reimbursement for that 
participation from the TRS Fund In 2012. Initially, the program was to be a pilot program for 
two years, but that pilot program has been extended to its fourth year and there is a possibility 
the pilot program will be extended for a fifth year under the current rules and requirements. 
Under current FCC guidelines, FTRI is reimbursed the cost of the equipment purchased and 
distributed, assessment of clients, training of clients and adm inistrative costs associated with 
the program to a cap of 15% of the cost of the reimbursable expenses. Some costs are not 
recoverable. 

At the time we applied to the FCC for certification in 2011, the Board directed that participation 
in the FCC program not take away from our focus on TASA, which is our statutory charge, or 
result In use of surcharge revenues to supportthe federal program. While we have followed 
that guidance, it is now our view that may become more challenging. A review of the revenues 
and expenses associated with the NDBEDP for the past two quarters (Attached) reflect that 
expenses are beginn ing to exceed revenues, confirming our concerns which prompted the 
discussion you had with our counsel several months ago. We believe future activities may yield 
more of a burden due to the 15% administrative cap. The nature of reimbursa ble expenses is 
shifting to lower cost equipment, as well as maintenance and repair issues, all of which take 
considerable more administrative time than a new'client, and yield a lower administrative 
reimbursement using the 15% cap. 

The NDBEDP is not as large a program as TASA compared to clients serve.d because of the 
specialized nature ofthe equipment and the FC:C guidelines, apd does .not lend itself to using 
existing distribution arrangements. As a result, 'the administrative portion of the NDBEDP Is 
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handled by the main office personnel, all of whom have duties with TASA. FTRI uses 
independent contractors for assessment and training services, but because the equipment 
distributed is specialized, the nature of serving the Deaf-Blind community varies due to a wide 
array of needs, I.e. severity of deafness or blindness, onset of disabilities, technological skill 
level, communication challenges, all of which contributes to additional time demands on staff. 

While we recognize the benefits of the NDBEDP, we are mindful that our purpose is to be the 
administrator ofTASA as outJin'ed in Chapter 427, florida Statutes, and when all things are 
considered, we believe that it is in .the best in,terest of TASA for FTRI to decertify with the 
NDBEDP as other states have do~e, and we plan to advise the FCC of this action. ' 

Attachment 

CC: FTRI Soard of Directors 

. . 
r . " .. " 

···, . . 
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2015-2016 

Revenue 

Expenses-Prgrm 

Expenses-Admin 
audit 

Expenses-staff 

Net 

Florida National Deaf Blind Equipment Distribution Program 
Administered by FTRI 

QTR1 QTR2 QTR3 QTR4 

43014.86 23133.78 

32521.73 18322.58 

5047.68 5200.28 
5000.00 
4618 .80 5990.63 0.00 

-4173.35 -6379.71 0.00 0.00 
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Total 

66148.64 
0.00 

50844.31 

10247.96 
5000.00 

10609.43 

-10553.06 

-10553.06 
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5.0 FINDINGS AND RECOMMENDATIONS 

5. 1 FINDINGS AND RECOMMENDATION·s · 

Commission audit staff believes that FTRI should further improve certain equipment 
distribution program and outreach processes, procedures, and other internal controls as noted 
below: · 

As a landline-based program, FTRI faces challenges posed by competing technologies 
that are in part beyond its control. To counter this imbalance, FTRI must control operating costs 
and maximize the results of carefully-targeted marketing efforts. It must identify, educate and 
serve the highest possible percentage of eligible Floridians. It also must maximize the 
performance of its Regional Distribution Centers in reaching and serving new clients. 

Finding 1: FTRI has improved Its operational effectiveness and efficiency 
through the implementation and enhancement of the Applied 
Information Management System (AIMS) In 2012. 

Finding 2: Competition from cellular and Internet Protocol technologies, 
combined with declines in Telecommunications Relay Service 
minute usage present major budget challenges. 

Recommendation: FTRI should limit outreach and equipment 
distribution events by Regional Distribution Centers to those FTRI 
believes to be the most effective for educating, generating new 
clients, and serving existing ones. 

Recommendation: FTRI should carefully target its marketing and 
outreach efforts, using Regional Distribution Center Input In the 
selection of media options to customize local marketing efforts. 

Finding 3: FTRI's cost of serving each client continues to grow over time 
despite past budget reduction efforts. 

Recommendation: FTRI should Increase efforts to reduce 
expenditures in the areas of personnel, equipment, and outreach. 

Finding 4: FTRI does not currently set specific quantitative outreach event 
goals for itself and does not encourage quantitative goal-setting for 
Regional Distribution Centers. 

Recommendation: FTRI should establish statewide quantitative 
outreach goals, and work with RDCs to encourage them to set 
Individual quantitative outreach goals. 

3 3 F"INDIN13a AND RECOMMENDATIONS 
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Presently no comprehensive methods exist for evaluating Regional 
Distribution Centers. 

Recommendation: FTRI should consider . establishing a set of 
evaluative measures t6 'assess performance, identify best practices, 
and seek to raise the · .. ·level of Regional Distribution Center 
performance. 

Finding 6: FTRI believes that continuing the administration of the National 
Deaf-Blind Equipment Distribution Program by FTRI may not be 
cost-effective. 

Recommendation: FTRI should gather data and perform necessary 
analysis to support a re-assessment of the efficiency and 
effectiveness of its continued administration of the National Deaf­
Blind Equipment Distribution Program. 

Finding 7: FTRI has used the same accounting firm to complete its audits for 
five years. 

Recommendation: FTRI should consider rotation of audit firms and 
partners as outlined In the Sarbanes-Oxley Act. 

~INDINC!IB AND RECDMME:NDATIOHS 34 
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2 

3 

R 

4 

£VENUE 

Surcharge 

Interest 

NDBEDP 

TOTAL OPERATING REV. 

Surplus Account 

TOTAL REVENUE 

OPERATING EXPENSES 

CATEGORY I-RELAY SERVICES 

5 DPR Provider 

SUBTOTALCATEGORYI 

FTRI Budget 0 lptlons 

2015/2016 2016/2017 
APPROVED PROPOS ED 

BUDGET BUDGET 

8,249,890 7,762,706 

33,941 34, 188 

468,749 

8,752,5 80 7,796,894 

15,722,595 15 ,983,096 

24,475,175 23,779,990 

3,971,499 3,192,039 

3,971,499 3,192,039 

CATEGORY II- EQUIPMENT & REPAIRS 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

TDD Equipment 

Large Print TDD 

VCO/HCO-TDD 

VCO-Telephone 

Dual Sensory Equipment 

CapTel Phone Equipment 

VCP Hearing Impaired 

YCP Speech Impaired 

TeliTalk Speech Aid 

Jupiter Speaker phone 

In Line Amplifier 

A RS-Signaling Equipment 

VRS-Signaling Equipment 

Accessories & Supplies 

Te lecom Equipment Repair 

SUBTOTAL CAT II 

- -

- 568 

720 1, 150 

- -
5,000 5,000 

- -
1,440,645 I ,434,745 

1,3 86 693 

18,000 15,000 

- -
- -

6,501 5,418 

16,080 15 ,246 

2,980 1,886 

199,074 141,772 

I ,690,386 1,62 1,478 

14 $0.11 was used for ten months and $0.12 was used for two months 
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OPTION I OPTION 2 OPTION 3 

@ $0.11 14 (a}$0.12 @$0. 12 

7,297,393 7,762,706 7,762,706 

34,188 34,188 34,188 

-
7,331,581 7,796,894 7,796,894 

3,192,039 3, 192,039 3,192,039 

3,192,039 3,192,039 3,192,039 

- - -
568 - 568 

1, 150 1,533 I , 150 

- - -
5,000 - 5,000 

- - -
1,291 ,270 I ,4 15,745 I ,434,745 

693 689 693 

10,000 7,200 15,000 

- - -
- - -

5,418 1,5 89 5,418 

10,000 6,968 15,246 

900 481 1,886 

141,772 89,829 141 ,772 

1,466,77 1 I ,524,034 1,62 1,478 



Docket No. 140029-TP 
Date: June 23, 2016 

CATEGORY Ill EQUPMENT DISTRIBUTION & TRAINING -
21 

22 

23 

24 

CA 

25 

CA 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 

36 

37 

38 

39 

40 

41 

42 

43 

44 

45 

46 

47 

48 

49 

50 

51 

52 

Freight- Telecomm Equipment 74,314 

Regional Distribution Centers 978,423 

Workshop Expense -
Training Expense for RDCs 2,000 

SUBTOTAL CAT Ill 1,054,737 

TEGORYIV-OUTREACH 

Outreach Expense 574,626 

SUBTOTAL CAT IV 574,626 

TEGORY V- GENERAL AND ADMINISTRATIVE 

Advertising 2,641 

Accounting/ Audit 24,896 

Legal 72,000 

Consultation-Computer 23,970 

Dues/Subscriptions 3,034 

Office Furniture 250 

Office Equipment Purchase 12,500 

Office Equipment Lease 1,886 
Insurance -
Health/Life/Disability 158,262 

Insurance-Other 8,897 

Office Expense 16,524 

Postage 9,917 

Printing 1,537 

Rent 91,280 

Utilities 5,808 

Retirement 58,575 

Employee Compensation 408,471 

Temporary Employment 8,000 

Taxes- Payroll 32,507 

Taxes - Unemployment Comp 1,863 

Taxes - Licenses 65 

Telephone 18,670 

Travel & Business Expense 16,296 

Equipment Maintenance 1,353 

Employee Training 7,000 

Meeting Expense 5,733 

Miscellaneous -
SUBTOTAL CATV 991,935 
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47,325 

901,078 

-
2,000 

950,403 

728,300 

728,300 

2,633 

22,300 

72,000 

15,980 

2,798 

250 

9,990 

1,876 

165,735 

9,844 

17,496 

8,124 

1,295 

93 ,4 19 

5,281 

59,694 

430,264 

10,400 

32,916 

1,663 

65 

16,708 

18,700 

1,287 

5,300 

6,871 

-
I ,012,889 

Attachment D 

47,325 43,225 47,325 

810,970 981,481 901,078 

- - -
1,200 624 2,000 

859,495 I ,025,330 950,403 

500,000 574,626 728,300 

500,000 574,626 728,300 

1,320 1,340 2,633 

22,300 26,140 22,300 

36,000 71,400 72,000 

8,100 7,187 15 ,980 

2,798 3,439 2,798 

250 - 250 

9,990 4,507 9,990 

1,876 1,695 1,876 

131 ,649 114,077 165,735 

9,844 10,748 9,844 

17,496 14,197 17,496 

8,124 4,489 8, 124 

1,295 719 1,295 

93,419 93,921 93,419 

5,281 5,065 5,281 

45,462 59,101 59,694 

417,611 393,852 430,264 

1,000 9,640 10,400 

31,957 29,669 32,916 

1,663 2,012 1,663 

65 - 65 

16,708 15,595 16,708 

10,000 9,755 18,700 

1,287 937 1,287 

3,200 567 5,300 

6,871 3,641 6,871 

- - -
885,566 883,693 I ,012,889 
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CA 

53 

TECORY VI 

NDBEDP 

SUBTOTAL CAT VI 

TOTAL EXPENSES 

REVENUES LESS 
EXPENSES 

468,749 

468,749 

8,751,932 

648 
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- - - -
- - - -

7,505, 109 6,903 ,871 7, 199,422 7,505,109 

291 ,785 427,710 597,172 291,785 
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State of Florida 

DATE: June 23, 20 16 

Public Service Commission 
CAPITAL CIRCLE OFFICE CE TER • 2540 SIIUMARD OAK BOULEVARD 

TALLAIIASSEE, FLORIDA 32399-0850 

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

TO: Office of Commission C lerk (Stauffer) 

FROM: Office of the General Counsel (Mapp, Leathers) f fY'I. L . ,
1

,j.. 

Office of Industry Development and Market Analysis (Whitfield, Breman, Hinton, ()VI 

Laux)\<\q_L 91!? 
RE: Docket No. 160009-EI - Nuclear cost recovery clause. 

.J 

AGENDA: 07/07/16 - Regular Agenda- Partic ipation at the Commission's Discretion ~-.; 
:XJ 
rT' 

("".) 0 
'· J 

COMMISSIONERS ASSIGNED: All Commissioners 
!Tl 
? 
G 
0 

PREHEARING OFFICER: 

CRITICAL DATES: 

Graham 

N 
w 

1..0 

September l , 20 16 (Statutory Rule Waiver Dead lin~ 
C"'' 

SPECIAL INSTRUCTIONS: None 

Case Background 

Florida Power & Light Company (FPL) obtained an affirmative need determination in 2008 for 

the construction of two new nuclear electric generati ng units: Turkey Point Units 6 and 7 (TP 

Project). 1 Annuall y thereafter, FPL has requested recovery of project costs through the nuclear 

cost recovery proceeding (NCRC) pursuant to Ru le 25-6.0423, Florida Administrative Code 

(F.A.C.), and Section 366.93, Florida Statutes (F.S.). 

The Commission establi shed Docket No. 160009-EI to address 20 16 petitions for cost recovery 

through the NCRC. The Order Establishing Procedure (OEP) in thi s docket set dates for the 

filing of testimony and exh ibits regarding project activi ties, costs, and long-tem1 feasibility. 2 

1 Order No. PSC-08-0237-FOF-EI, issued on April II , 2008, in Docket No. 070650-E l, In re: Petition to determ ine 

need for Turkey Point Nuclear Units 6 and 7 electrical power plant, by Florida Power & Light Company. 
2 Order Nos. PSC-1 6-0 I 05-PCO-EI, issued on March II , 20 16, in Docket 160009-EI, In re: Nuclear cost recoverv 

clause; PSC- 16-0140-PCO-EI, issued April 6, 2016, in Docket 160009-El, In re: Nuclear cost recovery clause. 

i -n 
IJ 
(f) 

C::· 

FPSC Commission Clerk
FILED JUN 23, 2016
DOCUMENT NO. 03965-16
FPSC - COMMISSION CLERK
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Consistent with the OEP, on March 1, 2016, FPL filed a request for prudence review and final 
true-up of actual 2015 costs for the TP Project. On April 27, 2016, FPL filed testimony seeking 
approval of estimated 2016 and 2017 activities and costs for the TP Project. Through these 
petitions, FPL requested recovery of $22,081,049, to be collected in 2017 through the Capacity 
Cost Recovery Clause, Docket No. 160001-EI. 

FPL did not, however, file its long-term feasibility testimony and exhibits. Instead, FPL filed a 
Petition for Waiver of Rule 25-6.0423(6)(c)5., F.A.C., (Petition for Waiver). Rule 25-
6.0423(6)(c)5., F.A.C., states: 

Along with the filings required by this paragraph, each year a utility shall submit 
for Commission review and approval a detailed analysis of the long-term 
feasibility of completing the power plant. Such analysis shall include evidence 
that the utility intends to construct the nuclear or integrated gasification combined 
cycle power plant by showing that it has committed sufficient, meaningful, and 
available resources to enable the project to be completed and that its intent is 
realistic and practical. 

Pursuant to Section 120.542(6), F.S., notice of the Petition for Waiver was published in the 
Florida Administrative Register on May 2, 2016. Comments were filed by the Office of Public 

Counsel (OPC), Florida Industrial Power Users Group (FIPUG), Southern Alliance for Clean 
Energy (SACE), and the City of Miami (Miami). 

On June 1 7, 2016, FPL filed a Motion to Defer Consideration of Issues and Cost Recovery 
(Motion to Defer). This recommendation addresses FPL's Motion to Defer. 

The Commission has jurisdiction over this matter pursuant to Sections 366.93, 403.519, and 
120.542, F.S. 

-2-
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Discussion of Issues 

Issue 1 

Issue 1: Should the Commission approve FPL's Motion to Defer Consideration of Issues and 
Cost Recovery in this docket until the 2017 Nuclear Cost Recovery Clause proceeding? 

Recommendation: Yes. The Commission should defer consideration ofFPL's issues and cost 
recovery in this docket until the 2017 Nuclear Cost Recovery Clause proceeding. (Mapp, 
Leathers, Breman) 

Staff Analysis: As noted in the Case Background, FPL filed a Petition for Waiver of Rule 25-

6.0423(6)(c)5., F.A.C., which requires the submission of a detailed analysis of the long-term 

feasibility of completing the power plant. On May 16, 2016, OPC, FIPUG, SACE, and Miami 

filed comments opposing FPL 's Petition for Waiver. No comments supporting FPL 's Petition for 

Waiver were received. 

On June 17,2016, FPL filed its Motion to Defer. In its Motion to Defer, FPL states: 

It is clear from the parties' comments in opposition to the Petition for Waiver that 
there is a wide difference of opinion between FPL and parties who oppose FPL' s 
waiver request as to the need for and practical usefulness of a quantitative 
feasibility analysis at this time. In light of such disagreement, FPL is willing to 
defer consideration of its cost recovery request. 

Upon approval of the Motion to Defer, FPL will withdraw its Petition for Waiver and will plan to 

file a long-term feasibility analysis in the 2017 NCRC docket. 

If approved, the deferral would be implemented consistent with the requirements of Section 

366.93, F.S., and Rule 25-6.0423, F.A.C., which afford deferred accounting treatment and 
accrual of carrying charges equal to FPL's most recently approved allowance for funds used 

during construction rate until recovered in rates. 

Pursuant to Rule 28-106.204, F.A.C., FPL contacted all intervenors to this docket to determine 
the intervenors' position on FPL's Motion. FPL asserted that OPC, Miami, and SACE do not 

object to its Motion to Defer. Duke Energy Florida, LLC, Florida Retail Federation, and White 
Springs Agricultural Chemicals Inc., d/d/a PCS Phosphate-White Springs take no position. FPL 

was unable to confirm FIPUG's position prior to filing the Motion to Defer. 

Staff notes that neither Section 366.93, F.S., nor Rule 25-6.0423, F.A.C., require a utility to seek 

recovery of nuclear project costs in any given year. Staff also notes that in previous NCRC 
proceedings the Commission has deferred consideration of particular issues until the following 

year.3 Based on the forgoing, staff believes FPL's Motion to Defer is reasonable and should be 

approved. 

3 Order Nos. PSC-11-0095-FOF-EI, issued on February 2, 2011, in Docket 100009-EI, In re: Nuclear cost recovery 

clause; PSC-11-0547-FOF-EI, issued on November 23, 2011, in Docket 110009-EI, In re: Nuclear cost recovery 

clause. 
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Issue 2: Should this docket be closed? 

Issue 2 

Recommendation: No. The Nuclear Cost Recovery Clause is an on-going docket and should 
remain open. (Mapp, Leathers) 

Staff Analysis: The Nuclear Cost Recovery Clause is an on-going docket and should remain 
open. 

-4-
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State of Florida

Public Service Commission
Capital Circle Office Center • 2540 Shumard Oak boulevard

Tallahassee, Florida 32399-0850

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

DATE:

TO:

FROM:

RE:

June 23,2016

Office of Commission Clerk (Stauffer)

Office of the General Counsel (Cowdei;'; j
Division of Economics (Draper, Guffey)

Docket No. 160049-EU - Petition for modification of territorial order based on
changed legal circumstances emanating from Article VIII, Section 2(c) of the
Florida Constitution, by the Town of Indian River Shores.

AGENDA: 07/07/16 - Regular Agenda: Issues 1 - 4 - Oral Argument Not Requested -
Participation at Commission's Discretion; Issue 5 is Proposed Agency Action -
Interested Persons May Participate

COMMISSIONERS ASSIGNED: All Commissioners

PREHEARING OFFICER: Patronis

CRITICAL DATES: None

SPECIAL INSTRUCTIONS: None

Case Background

The City of Vero Beach (Vero Beach) provides electric service to the portion of the Town of
Indian River Shores (Indian River Shores) located south of Old Winter Beach Road, pursuant to
four territorial orders of the Commission that approved territorial agreements between Vero
Beach and Florida Power & Light Company (FPL). See Order No. 5520, issued August 29, 1972,
in Docket No. 72045-EU, In re: Application of Florida Power and Light Company for approval
of a territorial agreement with the City of Vero Beach', Order No. 6010, issued January 18,
1974, in Docket No. 73605-EU, In re: Application of Florida Power & Light Company for
approval of a modification of territorial agreement and contract for interchange service with
the City of Vero Beach, Florida-, Order No. 10382, issued November 3, 1981 and Order No.
11580, issued February 2, 1983, in Docket No. 800596-EU,/« re: Application of FPL and the

FPSC Commission Clerk
FILED JUN 23, 2016
DOCUMENT NO. 03967-16
FPSC - COMMISSION CLERK
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City of Vero Beach for  approval  of  an agreement relative to service areas; and Order No. 
18834, issued February 9, 1988, in Docket No. 871090-EU, In re: Petition of Florida Power & 
Light Company and the City of Vero Beach for approval of amendment of a territorial 
agreement (referred to collectively as the Territorial Orders). 
 
Although Vero Beach began providing electric service to residents of Indian River Shores prior 
to 1968, in that year Vero Beach and Indian River Shores entered into a contract whereby Indian 
River Shores requested and Vero Beach agreed to provide water service and electric power to 
any residents within the corporate limits of Indian River Shores (1968 Contract). In 1986, Indian 
River Shores and Vero Beach entered into a 30-year franchise agreement that superseded the 
1968 Contract as to electric service and granted Vero Beach the sole and exclusive right to 
construct, maintain, and operate an electric system in public places in that portion of Indian 
River Shores lying south of Winter Beach Road (Franchise Agreement).   
 
By letter of July 18, 2014, Indian River Shores advised Vero Beach that it was taking several 
actions to achieve rate relief for its citizens who receive electric service from Vero Beach. The 
letter states that Vero Beach’s provision of electric service within Indian River Shores is 
permitted pursuant to the Franchise Agreement, but because of Vero Beach’s unreasonably high 
electric rates as compared to FPL’s rates, Indian River Shores will not renew the Franchise 
Agreement when it expires on November 6, 2016, and Vero Beach will no longer have Indian 
River Shores’ permission to occupy rights-of-way or to operate its electric utility within Indian 
River Shores. In addition, the letter advised Vero Beach that Indian River Shores had filed a 
lawsuit against Vero Beach that included a challenge to Vero Beach’s electric rates and “a 
Constitutional challenge regarding the denial of rights” to Vero Beach electric customers living 
in Indian River Shores.  
 
Following unsuccessful mediation between Indian River Shores and Vero Beach pursuant to the 
Florida Governmental Conflict Resolution Act, Chapter 164, Florida Statutes (F.S.), Indian River 
Shores filed an amended complaint asking the circuit court, in part, to declare that upon 
expiration of the Franchise Agreement giving Vero Beach permission to provide electric service 
in Indian River Shores, Vero Beach has no legal right to provide electric service in Indian River 
Shores. In its amended complaint, Indian River Shores argued that there is no general or special 
law giving Vero Beach authority to provide electric service in Indian River Shores as required by 
Article VIII, Section 2(c), Florida Constitution, and for that reason, Vero Beach may only 
provide electric service in Indian River Shores if it has Indian River Shores’ consent. Vero Beach 
filed a motion to dismiss this claim, which the Commission supported in court as amicus curiae, 
on the grounds that the determination of whether Vero Beach has authority to provide service in 
Indian River Shores is within the Commission’s exclusive and superior jurisdiction over 
territorial agreements. On November 11, 2015, the Court dismissed this claim, finding that the 
relief requested is squarely within the jurisdiction of the Commission. 
 
On January 5, 2016, Indian River Shores filed a petition for declaratory statement with the 
Commission, asking for a declaration that the Commission lacks jurisdiction to interpret Article 
VIII, Section 2(c), Florida Constitution, for purposes of determining whether Indian River 
Shores has a constitutional right to be protected from Vero Beach providing electric service 
within Indian River Shores without Indian River Shores’ consent. On March 4, 2016, the 
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Commission issued an order declaring that it has the jurisdiction under Section 366.04, F.S., to 
determine whether Vero Beach has the authority to continue to provide electric service within the 
corporate limits of Indian River Shores upon expiration of the Franchise Agreement. Order No. 
PSC-16-0093-FOF-EU. The Commission found that in a proper proceeding, it has the authority 
to interpret the phrase “as provided by general or special law” as used in Article VIII, Section 
2(c), Florida Constitution. 
 
On March 4, 2016, pursuant to Sections 120.57 and 366.04, F.S., Indian River Shores filed a 
Petition for Modification of Territorial Order Based on Changed Legal Circumstances 
Emanating from Article VIII, Section 2(c) of the Florida Constitution (Petition). Indian River 
Shores argues that the Commission is required to modify the Territorial Orders because there is 
no general or special law authorizing Vero Beach to provide service in Indian River Shores and, 
for this reason, Vero Beach may only provide such service if it has Indian River Shores’ consent. 
Indian River Shores argues that Vero Beach has always had its temporary consent to provide 
electric service, and currently has that consent pursuant to the Franchise Agreement that will 
expire November 6, 2016. The Petition alleges that the withdrawal of Indian River Shores’ 
consent caused by expiration of the Franchise Agreement is the changed legal circumstance 
requiring the Commission to modify the Territorial Orders. The result would be to place that 
portion of Indian River Shores currently in Vero Beach’s service area into FPL’s service area so 
that all of Indian River Shores would be served by FPL.   
 
The Petition alleges that Vero Beach’s electric rates have been some of the highest in Florida 
over the last 10 years, despite Vero Beach having cost advantages as a municipal electric utility.  
The Petition further alleges that Indian River Shores and its residents have paid approximately 
$16 million more for electricity than they would have paid if electric service had been provided 
by FPL. The Petition states that unlike FPL, Vero Beach’s rates are not regulated by the 
Commission, but are set by the City Council whose members are elected by Vero Beach 
residents. The Petition further alleges that because Indian River Shores and its residents who 
receive electric service from Vero Beach are located outside of Vero Beach, they cannot vote for 
the City Council members and thus have no voice in electing the officials who manage Vero 
Beach’s electric utility and set electric rates.   
 
Indian River Shores alleges that Vero Beach abuses its monopoly power by diverting electric 
utility revenues from Indian River Shores and its residents to Vero Beach’s general fund as a 
surrogate vehicle for taxation to keep its ad valorem property taxes artificially low and to cover 
costs unassociated with operation of the electric utility.  The Petition alleges that this includes 
subsidizing Vero Beach’s unfunded pension obligations to current and former employees 
unassociated with Vero Beach’s provision of electric service. The Petition alleges that modifying 
the current territorial boundary line to place the entire Town of Indian River Shores within the 
electric service area of FPL would be in the public interest because it would eliminate these 
problems. 
 
Indian River Shores also alleges that changing service providers to FPL would give all Indian 
River Shores residents access to FPL’s energy conservation programs and deployment of solar 
generation and smart meters that are not available by or through Vero Beach. The Petition 
alleges that transferring Indian River Shores’ residents to FPL would provide customers with the 
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benefits of FPL’s storm hardening initiatives, highly regarded management expertise, and high 
customer satisfaction ratings. Indian River Shores alleges that FPL is ready, willing, and able to 
serve all of the customers in Indian River Shores upon purchase of Vero Beach’s electrical 
facilities in Indian River Shores for $13 million in cash, and that Indian River Shores’ residents 
are overwhelmingly in favor of having FPL as the single electric provider within Indian River 
Shores. The Petition includes an alternative request for the Commission to treat the Petition as a 
complaint against Vero Beach for the same relief requested in the Petition. Indian River Shores 
also asks the Commission to conduct a service hearing in Indian River Shores so that the 
Commission can hear directly from residents. 
 
On March 22, 2016, FPL filed a Petition to Intervene. FPL agrees with Indian River Shores’ 
statement that FPL is ready, willing, and able to serve the additional portion of Indian River 
Shores if the Commission were to grant the Petition’s request and assuming reasonable terms 
were reached for the acquisition of Vero Beach’s electric facilities in that area. 
 
On March 24, 2016, Vero Beach filed a Motion to Dismiss Indian River Shores’ Petition for 
Modification of Territorial Order and Alternative Complaint (Motion to Dismiss) and a Motion 
to Intervene or, in the alternative, if the Petition is treated as a complaint, to be named a party. 
Vero Beach argues that the Petition should be dismissed on the grounds that: (1) Indian River 
Shores lacks standing because it has not alleged any facts that constitute cognizable injury in fact 
or any injury within the zone of interests to be protected by the Commission’s statutes applicable 
to territorial matters and its related Grid Bill jurisdiction; (2) the alleged changed circumstances 
have nothing to do with the Commission’s territorial statutes or rules, or with either the territorial 
agreements or the Territorial Orders that Indian River Shores wants the Commission to modify; 
(3) the Petition fails to meet the pleading requirements of Rule 28-106.201, F.A.C.; and (4) the 
Petition is barred by Florida’s doctrine of administrative finality. Vero Beach argues that Indian 
River Shores’ alternative request that the Petition be treated as a complaint should be denied for 
failure to comply with the Rule 25-22.036, F.A.C., pleading requirements for complaints. Vero 
Beach states that if the Commission does not grant the Motion to Dismiss, Vero Beach will 
demand strict proof of each and every factual assertion in the Petition and will insist on all of its 
rights pursuant to Chapter 120, F.S., to protect the interests of Vero Beach and all of its electric 
customers. 
 
On April 7, 2016, Indian River Shores filed its Response in Opposition and Motion to Strike 
Portions of the City of Vero Beach’s Motion to Dismiss. On April 14, 2016, Vero Beach filed its 
Response in Opposition to Indian River Shores’ Motion to Strike. Oral argument was not 
requested on the Motion to Strike or Motion to Dismiss. Indian River Shores states that it did not 
request oral argument on the Motion to Dismiss because it was not certain whether oral argument 
would be beneficial to the Commission, but asks that it be allowed to request participation at the 
Agenda Conference following its review of the Staff Recommendation.  
 
This recommendation addresses the Motions to Intervene, Vero Beach’s Motion to Dismiss, 
Indian River Shores’ Motion to Strike, and Indian River Shores’ Petition. The Commission has 
jurisdiction pursuant to Sections 120.569, 120.57, and 366.04, F.S. 



Docket No. 160049-EU Issue 1 
Date: June 23, 2016 

 - 5 - 

Discussion of Issues 

Issue 1:  Should the Commission grant the City of Vero Beach’s Motion to Intervene and 
Florida Power & Light Company’s Petition to Intervene? 

Recommendation:  No. The Commission should deny Vero Beach’s Motion to Intervene and 
FPL’s Petition to Intervene because intervention is premature and unnecessary at this time. 
(Cowdery) 
  
Staff Analysis:  On March 4, 2016, Indian River Shores filed its Petition asking the 
Commission to modify the Territorial Orders between FPL and Vero Beach. On March 24, 2016, 
Vero Beach filed a Motion to Intervene, or in the alternative, a request to be named a party, 
pursuant to Chapters 120 and 366, F.S., and Rules 25-6.0441, 25-22.036, 25-22.039, 28-106.201, 
and 28-106.205, F.A.C. Vero Beach states that as the incumbent utility providing service 
pursuant to territorial agreements between FPL and Vero Beach approved by the Commission 
pursuant to the Commission’s Territorial Orders at issue in the Petition, Vero Beach’s substantial 
interests will be directly affected by the issues raised in the docket. Vero Beach requests 
intervenor status so that it may file responsive pleadings and otherwise fully participate in 
Docket No. 160049-EU.   

 
On March 22, 2016, FPL filed a Petition to Intervene pursuant to Chapters 120 and 366, 

F.S., and Rules 25-22.039 and 28-106.201, F.A.C. FPL alleges that it is clear on the face of the 
Petition that FPL’s substantial interests will be determined by the Commission’s decision in this 
proceeding because Indian River Shores has requested modification to the order approving FPL’s 
territorial agreement with Vero Beach based on changed legal circumstances. FPL states that 
Indian River Shores has specifically requested the Commission to augment FPL’s service area 
approved in the Territorial Order by placing all of Indian River Shores within the electric service 
area of FPL. 

 
Issues 2-4 address motions filed in this docket. Although oral argument has not been 

requested on the motions, it is within the Commission’s discretion to allow participation at the 
Agenda Conference. Staff is recommending in Issue 5 that the Petition requesting modification 
of the Territorial Orders be issued as a proposed agency action (PAA). Interested persons may 
participate at the Agenda Conference on Issue 5 pursuant to Rule 25-22.0021(2), F.A.C. The 
Commission invites broad participation in PAA proceedings in order to better inform itself of the 
scope and implications of its decisions. See In re: Application for increase in water and 
wastewater rates in Pasco County by Labrador Utilities, Inc., Order No. PSC-12-0139-PCO-
WS, issued March 26, 2012, Docket No. 110264-WS (Order Denying motion to Intervene in 
PAA proceeding), and Order No. PSC-14-0311-PCO-EM, issued June 13, 2014, in Docket No. 
140059-EM, In re: Notice of new municipal electric service provider and petition for waiver of 
Rule 25-9.044(2), by Babcock Ranch Community Independent Special District. Vero Beach may 
participate fully in this proceeding, including filing its motion to dismiss and having it 
considered by the Commission, without intervening in this PAA proceeding. 

 
Further, substantially affected persons will have the opportunity to request a hearing 

pursuant to Sections 120.569 and 120.57, F.S., once the Commission’s PAA Order is issued. For 
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the reasons explained above, formal intervention by Vero Beach and FPL pursuant to Chapter 
120, F.S., is premature and unnecessary at this time. Staff therefore recommends that the 
Commission deny Vero Beach’s Motion to Intervene and FPL’s Petition to Intervene.  
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Issue 2:  Should the Commission grant Vero Beach’s Motion to Dismiss the Petition for failure 
to meet the pleading requirements of Rule 28-106.201, F.A.C.? 

Recommendation:  No. The Commission should deny the Motion to Dismiss the Petition for 
failing to meet pleading requirements because the Petition is in substantial compliance with Rule 
28-106.201, F.A.C. (Cowdery) 

Staff Analysis:   

Legal Standard 
Indian River Shores’ filed its Petition pursuant to Sections 120.57 and 366.04, F.S. Sections 
120.569 and 120.57, F.S., apply in all proceedings in which the substantial interests of a party are 
determined by an agency. Unless otherwise provided by law, a petition or request for hearing 
must include all items required by Rule 28-106.201, F.A.C., if the hearing involves disputed 
issues of material fact.  A petition or request for hearing must include all items required by Rule 
28-106.301, F.A.C., if the hearing does not involve disputed issues of material fact. A petition 
filed under Chapter 120, F.S., that is in substantial compliance with the applicable uniform rule 
requirements need not be dismissed.  

Arguments of Vero Beach and Indian River Shores 
Vero Beach argues that the Petition should be dismissed because although the Petition purports 
to be filed pursuant to Section 120.57, F.S., it fails to meet the minimum pleading requirements 
of Rule 28-106.201(2), F.A.C.  Specifically, Vero Beach alleges that the Petition fails to identify 
disputed issues of material fact, a statement of ultimate facts alleged, and an explanation of why 
Indian River Shores is entitled to the relief requested under specific statutes, rules, or orders of 
the Commission. 

Indian River Shores asserts that it has sufficiently pled a claim for relief.  Indian River Shores 
argues that Rule 28-106.201, F.A.C., does not apply since the Petition is not challenging 
proposed agency action.  Indian River Shores states that the Petition seeks relief from the 
Commission pursuant to Section 366.04, F.S., and that the Florida Supreme Court expressly 
recognized in Peoples Gas System, Inc. v. Mason, 187 So. 2d 335, 339 (Fla. 1966), that the 
Commission may withdraw or modify its approval of a service area agreement, or other order, in 
proper proceedings initiated by it or even an interested member of the public. 

Indian River Shores further argues that Rule 28-106.201, F.A.C., applies to requests for hearings 
on disputed issues of material fact, but that the Petition’s material facts are meant to be 
undisputed. Indian River Shores argues that even if Rule 28-106.201, F.A.C., is applicable, 
Indian River Shores has substantially complied with pleading requirements because a plain 
reading of the Petition indicates that there are no disputed issues of material fact. Indian River 
Shores further argues that the Petition gives a detailed explanation of the changed legal 
circumstances that require modification of the Territorial Orders and gives a detailed explanation 
of the provisions of the Florida Constitution, statutes, and case law that require modification of 
the Territorial Orders.  
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Analysis 
Staff believes that the Petition is in substantial compliance with the pleading requirements of the 
uniform rules and contains sufficient allegations to allow the Commission to rule on the 
Petition’s request to modify the Territorial Orders. For these reasons, staff recommends that the 
Commission deny Vero Beach’s Motion to Dismiss the Petition for failing to meet pleading 
requirements. 
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Issue 3:  Should the Commission grant Indian River Shores’ Motion to Strike? 

Recommendation:  No. The Commission should deny Indian River Shores’ Motion to Strike. 
(Cowdery)  

Staff Analysis:   

Legal Standard 
Rule 1.140(f), Florida Rules of Civil Procedure, states that a party may move to strike or the 
court may strike redundant, immaterial, impertinent, or scandalous matter from any pleading at 
any time. A motion to strike is appropriately directed to pleadings, not to motions to dismiss. 
Order No. PSC-04-0930-PCO, issued September 22, 2004, in Docket No. 040353-TP, In re:  
Petition to review and cancel, or in the alternative immediately suspend or postpone, BellSouth 
Telecommunications, Inc.’s PreferredPack Plan tariffs, by Supra Telecommunications and 
Information Systems, Inc. A motion to strike should only be granted if the pleadings are 
completely irrelevant and have no bearing on the decision. Bay Colony Office Bldg. Joint 
Venture v. Wachovia Mortgage Co., 342 So. 2d 1005 (Fla. 5th DCA 1977).  

Rule 1.140(f), Florida Rules of Civil Procedure, does not control in administrative proceedings. 
The Commission has used the rule as guidance when ruling on motions to strike, generally 
concerning evidentiary questions on testimony filed during the course of an administrative 
hearing proceeding. E.g. Order No. PSC-99-1809-PCO-WS, issued September 20, 1999, in 
Docket 971220-WS, In re: Application for transfer of Certificates Nos. 592-W and 509-S from 
Cypress Lakes Associates, Ltd. to Cypress Lakes Utilities, Inc. in Polk County.  

Arguments of Vero Beach and Indian River Shores 
Indian River Shores states that pursuant to Rule 1.140(f), Florida Rules of Civil Procedure, the 
Commission should ignore or strike the material in the Motion to Dismiss which is outside the 
four corners of the Petition as immaterial and impertinent. Indian River Shores asks the 
Commission to strike Vero Beach’s factual allegations and arguments that the Petition’s “real 
issue” is to challenge Vero Beach’s utility rates. Indian River Shores does not specify what 
language of the Motion to Dismiss the Commission should strike. In addition, Indian River 
Shores argues that the Commission should strike Exhibit B to the Motion to Dismiss, a 
newspaper article, which Indian River Shores states that Vero Beach offers as purported 
evidence that the real purpose of the Petition is to challenge rates rather than enforce 
fundamental provisions of the Florida Constitution. 

Vero Beach argues that Indian River Shores’ Motion to Strike should be denied because the 
Commission is not bound by the Florida Rules of Civil Procedure unrelated to discovery. Vero 
Beach further argues that Rule 1.140(f), Florida Rules of Civil Procedure, provides for striking 
certain material from pleadings, and the rule does not apply because a motion to dismiss is not a 
pleading. Vero Beach also argues that a motion to strike language as immaterial should only be 
granted if the material is wholly irrelevant and can have no bearing on the equities and no 
influence on the decision. Vero Beach alleges that the material that Indian River Shores seeks to 
strike from the Motion to Dismiss, including Exhibit B, is clearly relevant to the equities, issues, 
and decision in this case and is therefore not subject to being stricken. Vero Beach further argues 
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that the Motion to Strike should be denied because it fails to identify with sufficient specificity 
the portions of the Motion to Dismiss that Indian River Shores seeks to strike. 

Analysis 
Staff believes that Indian River Shores’ Motion to Strike is premature because this docket is in 
the proposed agency action stage and has not progressed to an evidentiary administrative 
hearing. Even if Indian River Shores’ Motion to Strike were not premature, staff recommends 
that it be denied because a motion to strike is appropriately directed to pleadings, not to motions 
to dismiss.  

Staff believes that the motion to strike should be denied on the additional ground that Vero 
Beach’s arguments are not wholly immaterial to the Petition. It appears that Indian River Shores 
is asking the Commission to strike Vero Beach’s entire legal argument that Indian River Shores 
lacks standing to ask for modification of the Territorial Orders on the basis that FPL has lower 
rates than Vero Beach.  Vero Beach’s arguments appear responsive to Indian River Shores’ 
allegations that the Territorial Orders should be modified because of changed circumstances 
arising from Vero Beach’s abuse of monopoly powers by “charging excessive rates.” Finally, the 
Motion to Strike fails to identify specific portions of the Motion to Dismiss that it believes are 
immaterial or impertinent. For the reasons set forth above, staff recommends that the 
Commission deny Indian River Shores’ Motion to Strike. 
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Issue 4:  Should the City of Vero Beach’s Motion to Dismiss Indian River Shores’ Petition for 
lack of standing be granted? 

Recommendation:  The Commission should grant in part and deny in part Vero Beach’s 
Motion to Dismiss for lack of standing. The Commission should grant the Motion to Dismiss on 
the grounds that Indian River Shores does not have standing to request modification of the 
Territorial Orders based on allegations of injury from abuses of monopoly powers and excessive 
rates. The Commission should also grant the Motion to Dismiss on the grounds that Indian River 
Shores does not have standing to represent Vero Beach’s electric customers who reside in Indian 
River Shores. Dismissal on these grounds should be with prejudice because it conclusively 
appears from the face of the Petition that these defects in standing cannot be cured. The 
Commission should deny the Motion to Dismiss on the grounds that Indian River Shores has 
standing as a municipality to request modification of the Territorial Orders based on changed 
legal circumstances emanating from Article VIII, Section 2(c), Florida Constitution. (Cowdery) 

Staff Analysis:   
 
Legal Standard 
For purposes of ruling on the Motion to Dismiss for lack of standing, the Commission must 
confine its review to the four corners of the Petition, draw all inferences in favor of the 
petitioner, and accept all well-pled allegations in the petition as true. Chandler v. City of 
Greenacres, 140 So. 3d 1080, 1083 (Fla. 4th DCA 2014). See also Mid-Chattahoochee River 
Users v. Florida Department of Environmental Protection, 948 So. 2d 794, 796 (Fla. 1st DCA 
2006), rev. denied, 966 So. 2d 967 (Fla. 2007)(affirming agency’s final order granting motion to 
dismiss petition for lack of standing under Agrico). Dismissal of a petition may be with prejudice 
if it appears from the face of the petition that the defect cannot be cured.  Section 120.569(2)(c), 
F.S. 
 
The Florida Supreme Court has stated that the Commission may modify its approval of a 
territorial agreement “in proper proceedings initiated by it, a party to the agreement, or even an 
interested member of the public.” Peoples Gas System, 187 So. 2d at 339; City of Homestead v. 
Beard, 600 So. 2d 450, 453 n. 5 (Fla. 1992); Public Service Commission v. Fuller, 551 So. 2d 
1210, 1212 (Fla. 1989). In order for Indian River Shores to have standing to receive a Section 
120.57, F.S., hearing on its Petition, it must demonstrate: (1) that it will suffer injury in fact 
which is of sufficient immediacy to entitle it to a Section 120.569 and 120.57, F.S., hearing 
(degree of injury); and (2) that its substantial injury is of a type or nature that the proceeding is 
designed to protect (nature of injury). Agrico Chemical Co., v. Department of Environmental 
Regulation, 406 So. 2d 478, 472 (Fla. 2d DCA 1981), rev. denied, 415 So. 2d 1359 and 415 So. 
2d 1361 (Fla. 1982). See also Nuvox Communications, Inc. v. Edgar, 958 So. 2d 920 (Fla. 
2007)(affirming Commission order dismissing petitions with prejudice for lack of standing under 
Agrico); Ameristeel Corp. v. Clark, 691 So. 2d 473, 477 (Fla. 1997)(affirming Commission order 
dismissing petition protesting territorial order for lack of Agrico standing, finding that 
Ameristeel’s claim concerning paying higher rates to FPL was not injury in fact entitling it to a 
Section 120.57, F.S., hearing). Although Indian River Shores must demonstrate that it will suffer 
injury in fact of sufficient immediacy to entitle it to a hearing, it does not have to establish that it 
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will prevail on the merits of its argument. Palm Beach County Environmental Coalition v. 
Florida Department of Environmental Regulation, 14 So. 3d 1076, 1078 (Fla. 4th DCA 2015).  
 
The purpose of requiring a party to have standing to participate in an administrative proceeding 
is to ensure that a party has sufficient interest in the outcome to warrant a hearing and to assure 
that the party will adequately represent its asserted interests. In this regard, “the obvious intent of 
Agrico was to preclude parties from intervening in a proceeding where those parties’ substantial 
interests are totally unrelated to the issues which are to be resolved in the administrative 
proceedings.” Prescription Partners, LLC v. State, 109 So. 3d 1218, 1223 (Fla. 1st DCA 2013).  
 
Staff recommends that the Motion to Dismiss be granted in part and denied in part. Staff’s 
recommendation is discussed in more detail below. 
 
Arguments of Vero Beach and Indian River Shores 
 

Vero Beach’s Motion to Dismiss 
Vero Beach argues that the Petition should be dismissed for lack of standing because only 
persons whose substantial interests may or will be affected by action of the Commission may file 
a petition for an administrative hearing. Vero Beach alleges that in order to establish standing to 
initiate an administrative proceeding, a petitioner must demonstrate: (1) that the petitioner will 
suffer an injury in fact that is of sufficient immediacy to entitle it to a Section 120.57, F.S., 
hearing (degree of injury); and (2) that the petitioner’s substantial injury is of a type or nature 
against which the proceeding is designed to protect (nature of injury). Agrico, 406 So. 2d at 472. 
 
Vero Beach argues that the actual injury alleged in the Petition is that Vero Beach charges higher 
electric rates to customers in Indian River Shores than does FPL. Vero Beach alleges that Indian 
River Shores’ interest in lower electric rates does not constitute an injury in fact of sufficient 
immediacy to establish grounds for Agrico standing because the change in the relationships 
between the rates of Vero Beach and the rates of FPL is not cognizable under the Commission’s 
territorial statutes or its general Grid Bill authority.  
 
Vero Beach argues that the Petition fails to allege any injury relative to the statutory or rule 
provision criteria for approving territorial agreements upon which the Territorial Orders were 
based, such as the reasonableness of the purchase price of any facilities being transferred; 
potential impacts on reliability; and the elimination of the potential uneconomic duplication of 
facilities.  Likewise, Vero Beach argues that the Petition does not allege injury in fact relative to 
the statutory and rule provisions concerning territorial disputes. Vero Beach notes that even if 
Indian River Shores has alleged injury relative to the “customer preference” criterion of Rule 25-
6.0441(2)(d), F.A.C., in that Indian River Shores has changed its mind because FPL’s rates are 
now less than Vero Beach’s rates, the Commission and the Florida Supreme Court have 
recognized on many occasions that customer preference – particularly for lower rates, but for 
other factors as well - is not cognizable as a matter of law. Additionally, Vero Beach argues that 
the Petition is deficient because it does not allege any injury relative to the Section 366.04(5), 
F.S., requirement that the Commission assure avoidance of further uneconomic duplication of 
generation, transmission, and distribution facilities. 
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Vero Beach argues that Indian River Shores failed to allege any injury to any of the interests 
protected by the Commission’s territorial and related Grid Bill statutes, Sections 366.04(2)(d)-(e) 
or 366.04(5), F.S., or Rule 25-6.0441, F.A.C., relating to Vero Beach’s ability to serve, to the 
adequacy and reliability of Vero Beach’s service, or to the avoidance of uneconomic duplication 
of facilities. Vero Beach argues that because the alleged injuries are outside the zone of interests 
to be protected by the Commission’s territorial and related Grid Bill statutes that Indian River 
Shores does not meet the second requirement of Agrico. 
 
In addition, Vero Beach argues that Indian River Shores lacks power, a legal basis, and standing 
to assert the interests of its citizens in a representative capacity, citing to Order No. 96-0768-
PCO-WU, issued June 14, 1996, in Docket No. 960192-WU, In Re:  Application for a Limited 
Proceeding to Include Groundwater Development and Protection Costs in Rates in Martin 
County by Hobe Sound Water Company (Hobe Sound Order).  Vero Beach states that the Hobe 
Sound Order states that: 
 

[I]ntervention is not granted to the Town [of Jupiter Island] in a representational 
capacity on behalf of its residents and taxpayers.  There is no authority cited in the 
motion to support such standing to intervene, and there is nothing in Chapter 120, 
Florida Statutes, to authorize a Town to intervene in administrative proceedings 
on behalf of its taxpayers. 

 
Vero Beach argues that Indian River Shores’ allegation of injury to its purported constitutional 
right to be protected from Vero Beach providing service in Indian River Shores without Indian 
River Shores’ consent fails to demonstrate injury in fact. Vero Beach argues that this is because 
the allegation of injury is speculative, affords no grounds for modification of the Territorial 
Orders, and is only being alleged as an injury because Vero Beach’s electric rates are higher than 
those of FPL. 
 

Indian River Shores’ Response to Motion to Dismiss 
Indian River Shores argues that the Motion to Dismiss should be denied because Vero Beach has 
not and cannot meet the legal standard for dismissal, noting that the Commission has recognized 
that dismissal is a drastic remedy and is only appropriate when the legal standard has been 
clearly met. Indian River Shores states that the Petition is not a simple demand by a customer to 
be served by a particular utility of its choosing, and, instead, is complaining about Vero Beach’s 
unconstitutional exercise of extra-territorial powers in Indian River Shores’ corporate limits and 
the particular unregulated monopolistic abuses arising out of that unconstitutional act.  
 
Indian River Shores argues that the Agrico standing test does not apply because Indian River 
Shores has standing to seek modification of the Territorial Orders as an interested member of the 
public under Peoples Gas, 187 So. 2d at 339; Fuller, 551 So. 2d 1210 at 1212; and City of 
Homestead, 600 So. 2d at 453 n. 5. The Petition alleges that if Agrico applies, Indian River 
Shores meets the first requirement because it will suffer substantial and immediate injury by 
Vero Beach using its unregulated monopoly electric service area within Indian River Shores to 
extract monopolistic profits from Indian River Shores’ residents, resulting in excessive rates for 
lower quality service, with profits supporting non-utility operations of Vero Beach and reducing 
the tax burden on Vero Beach residents.  Indian River Shores argues that it has standing because 
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it has a constitutional right to be protected from Vero Beach providing electric service within 
Indian River Shores without consent.  

Indian River Shores argues that it has met the second prong of the Agrico test because the 
Petition alleges injury of a type or nature which this proceeding to modify a territorial order is 
designed to protect. Indian River Shores argues that the Florida Supreme Court has emphasized 
that in order for a territorial agreement to be in the public interest, parties to such an agreement 
must be subject to a statutory regulatory regime sufficient to protect consumers from monopoly 
abuses because a utility’s power to fix the price and thereby injure the public and the danger of 
deterioration in service quality are the inevitable evils of unregulated monopolies. Indian River 
Shores argues that the Commission has a duty to modify the Territorial Order to protect Indian 
River Shores and its residents from “monopoly abuses” to extract “monopolistic profits” in the 
form of high rates. Indian River Shores objects to Vero Beach’s use of utility revenues as general 
revenue to fund city operations unrelated to electric utility operations. Indian River Shores 
argues that the active supervision that the Commission must exercise to protect against 
monopoly abuses is particularly needed in this very unique situation where Vero Beach is 
serving extraterritorially and exerting unregulated monopoly powers within the corporate limits 
of another equally independent municipality. 
 
Indian River Shores states that Vero Beach’s arguments that Indian River Shores has waived 
consent and that administrative finality bars the Petition are affirmative defenses that cannot be 
used in ruling on the Motion to Dismiss and, in addition, are without merit. Indian River Shores 
states that even if Indian River Shores lacks standing to bring this Petition, the Commission 
should address on its own motion the changed legal circumstances that will render Vero Beach’s 
provision of electric service to Indian River Shores unconstitutional upon expiration of the 
Franchise Agreement. 

Indian River Shores argues that it has standing as a municipality to represent the interests of its 
residents because it has an obligation to protect them from Vero Beach’s unconstitutional 
exercise of unregulated extraterritorial monopoly powers within Indian River Shores. Indian 
River Shores distinguishes the Hobe Sound Order as being a rate case with nothing to do with 
assertion of constitution protections against improper encroachments by one municipality within 
the boundaries of another. Indian River Shores notes that in the Hobe Sound Order, although the 
Commission determined that the municipality did not have standing to represent its citizens, the 
municipality did have standing to intervene as a customer of the utility. Indian River Shores 
states that even if it cannot legally represent the interests of its residents, it has standing as a 
customer of Vero Beach. 
   
Analysis 
 

The Commission should grant the Motion to Dismiss, in part. 
The Petition’s allegations that Indian River Shores is harmed by excessive rates caused by abuses 
of monopoly power, even if taken as true, do not establish Indian River Shores’ standing to 
request modification of the Territorial Orders in order to change service providers. It is 
established law that “[a]n individual has no organic, economic or political right to service by a 
particular utility merely because he deems it advantageous to himself,” Story v. Mayo, 217 So. 
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2d 304, 307 (Fla. 1968), cert. denied, 395 U.S. 909 (1969). In the Commission’s exercise of 
jurisdiction over territorial agreements, larger policies are at stake than one customer’s self-
interest. Lee County Electric Co-op v. Marks, 501 So. 2d 585, 587 (Fla. 1987)(stating that those 
larger policies must be enforced and safeguarded by the Commission). An allegation of a 
significant price differential between two electric utility providers does not give an existing 
customer of one utility a substantial interest in the outcome of the territorial agreement 
proceeding between those providers. Ameristeel, 691 So. 2d at 478 (affirming the Commission’s 
dismissal of Ameristeel’s petition protesting territorial order for lack of standing under the 
Agrico test). See also Order 9259, issued Feb 26, 1980, in Docket No. 79063-EU, In re: 
Complaint of J. and L. Accursio, et al., v. Florida Power and Light Company and City of 
Homestead (where the Commission dismissed a petition to “enjoin enforcement” of a 12 year old 
territorial order, primarily because of rate issues, because the petition did not sufficiently allege 
changes in circumstances), cert. denied, Accursio v. Mayo, 389 So. 2d 1002 (Fla. 1980). 
 
Further, the Commission does not have jurisdiction over municipal rates. In the 1974 Grid Bill,1 
as part of the Legislature’s regulatory regime over electric utilities, the Commission was given 
limited regulatory jurisdiction over municipal electric utilities. See 366.04(2), F.S. The 
Legislature gave the Commission authority over municipalities to prescribe uniform systems and 
classifications of accounts; to prescribe a rate structure for all electric utilities; to require electric 
power conservation and reliability within a coordinated grid, for operational as well as 
emergency purposes; to approve territorial agreements; to resolve territorial disputes; and to 
prescribe and require the filing of periodic reports and other data. The Legislature did not give 
the Commission jurisdiction over the actual rates charged by a municipal electric utility. Lewis v. 
Public Service Commission, 463 So. 2d 227 (Fla. 1985)(stating that the Commission’s 
jurisdiction over rate structure does not include jurisdiction over the actual rates charged by a 
municipal electric utility). Because the Commission lacks this jurisdiction, it does not have 
authority to determine what Vero Beach’s electric rates should be or whether they are “too high” 
compared to FPL’s current rates.   
 
The Florida Supreme Court has stated that as part of Florida’s legislatively constructed 
regulatory regime, if customers of municipal electric utilities have complaints of “excessive rates 
or inadequate service their appeal under Florida law is to the courts or the municipal council.” 
Story, 217 So. 2d at 308. In apparent recognition that the circuit court is the appropriate forum in 
which it must seek rate relief, Indian River Shores filed a lawsuit against Vero Beach in circuit 
court, seeking relief from what it alleges are unreasonable, oppressive, and inequitable electric 
rates. See Exhibit B to Order No. PSC-16-0093-FOF-EU, issued March 4, 2016, in Docket No. 
160013-EU, In re: Petition for declaratory statement regarding the Florida Public Service 
Commission’s jurisdiction to adjudicate the Town of Indian River Shores’ constitutional rights.   
 
The Petition also generally alleges that the Commission has a duty to protect Indian River Shores 
and its residents from “other anticompetitive behavior” and “other monopoly abuses.” Indian 

                                                 
1 Staff notes that the Grid Bill codified the Commission’s authority to approve and review territorial agreements 
involving investor-owned utilities and expressly granted the Commission jurisdiction over rural electric cooperatives 
and municipal electric utilities for approving territorial agreements and resolving territorial disputes.  See Richard C. 
Bellak and Martha Carter Brown, Drawing the Lines:  Statewide Territorial Boundaries for Public Utilities in 
Florida, 19 Fla. St. L. Rev. 407, 413 (1991). 
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River Shores’ Response to the Motion to Dismiss specifically asks the Commission to “redraw 
the monopoly service area boundaries in a manner that will comply with the antitrust laws” by 
replacing Vero Beach with FPL as service provider. These statements are misleading. The very 
Commission proceedings that approve territorial agreements or resolve disputes by Commission 
order are the actions that cause territorial agreements to “comply with the antitrust laws.” This is 
because the Florida Legislature has through Section 366.04(2), F.S., created a “clearly articulated 
and affirmatively expressed state policy for establishing electric utility territorial boundaries” 
resulting in state action immunity for utilities from antitrust liability. See Union Carbide Corp. v. 
Florida Power & Light Co., 1993 U.S. Dist. LEXIS 21203 (M.D. Fla. 1993). As the Commission 
stated in affirming its authority to enforce its territorial orders: 
 

We must demonstrate continued, meaningful, active supervision of the State’s 
policy to displace competition between electric utilities throughout the state by 
approving — and enforcing — territorial agreements and resolving disputes. 
(emphasis added) 
 

Order No. PSC-13-0207-PAA-EM, issued May 21, 2013, in Docket No. 120054-EM, In re:  
Complaint of Robert D. Reynolds and Julianne C. Reynolds against Utility Board of the City of 
Key West, Florida d/b/a Keys Energy Services regarding extending commercial electrical 
transmission lines to each property owner of No Name Key, Florida, 2013 Fla. PUC LEXIS 128, 
*53. 
 
Further, other than making general statements concerning anticompetitive behavior, the Petition 
does not allege any specific anticompetitive behavior or violations of antitrust laws by Vero 
Beach. Even if specific antitrust violations were alleged, the Commission does not have 
jurisdiction to adjudicate antitrust violations, and the Petition does not argue otherwise. 
 
The Petition’s complaint that the Territorial Orders result in Indian River Shores residents being 
disenfranchised from voting for members of the Vero Beach City Council is not a circumstance 
that has changed since the Territorial Orders were issued, and therefore does not form a basis for 
modifying the Territorial Orders. For the same reason, there is no merit to the Petition’s 
argument that the Territorial Orders should be modified because FPL is regulated as to rates by 
the Commission and Vero Beach is not. See Storey, 217 So. 2d at 307-308 (where, in affirming 
the Commission’s territorial order, the Court did not accept the customers’ argument that the 
order should be reversed because the impact of the approved territorial agreement was to force 
them to take service from an unregulated city utility with inferior rates and service, instead of 
receiving service from a regulated utility.) 
 
In order to act in a representative capacity on behalf of its residents, the Legislature has to grant 
that power to Indian River Shores. See Ormond Beach v. Mayo, 330 So. 2d 524 (Fla. 1st DCA 
1976), cert. denied, 341 So. 2d 1083 (Fla. 1976). Staff is unaware of any grant of statutory 
authority to Indian River Shores that would allow it to represent City electric customers located 
in Indian River Shores on any of the issues raised in its Petition. The Commission has previously 
denied a municipality intervention to act in a representational capacity on behalf of its residents 
and taxpayers on the basis that there is nothing in Chapter 120, F.S., to authorize a town to 
intervene in administrative proceedings on behalf of its taxpayers. Hobe Sound Order. However, 
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staff notes that interested persons may participate in the Agenda Conference on proposed agency 
action items.  
 
For the reasons set forth above, staff recommends that the Commission grant Vero Beach’s 
Motion to Dismiss, in part, on the grounds that Indian River Shores does not have standing to 
request modification of the Territorial Orders based on its allegations of injury from abuses of 
monopoly powers and excessive rates. Further, Indian River Shores lacks standing to request 
modification of the Territorial Orders in a representative capacity on behalf of Vero Beach’s 
electric customers who reside in Indian River Shores. Staff recommends that the Commission 
grant the Motion to Dismiss on these grounds with prejudice because it conclusively appears 
from the face of the Petition that the defects as to standing cannot be cured. 
 

The Commission should deny the Motion to Dismiss, in part. 
Staff is of the opinion that the question of whether Indian River Shores’ consent must be given in 
order for Vero Beach to continue to provide electric service within the municipal boundaries of 
Indian River Shores is a legal question separate and apart from Indian River Shores’ allegations 
that rates are too high. Staff believes that Indian River Shores’ legal argument that its consent is 
required by Section VIII, Article (2)(c), Florida Constitution, in order for Vero Beach to provide 
service within Indian River Shores forms a basis for standing. Standing may be based upon an 
interest created by the Constitution or a statute. Florida Medical Association v. Department of 
Professional Regulation, 426 So. 2d 1112, 1116, 1118 (Fla. 1st DCA 1983)(noting that zone of 
interest test of Agrico is met if standing is based on constitutional grounds).  

It is staff’s opinion that Indian River Shores’ has established Agrico standing by alleging injury 
to its substantial interests as a municipality by arguing that it has a constitutional right to require 
the Commission to modify the Territorial Order when the Franchise Agreement and Indian River 
Shores’ consent expire on November 6, 2016. Staff is unaware of any Commission order or 
Florida court case that directly addresses this question. Indian River Shores’ allegations 
demonstrate that Indian River Shores as a municipality has sufficient interest in representing its 
asserted interests. Staff is also of the opinion that Indian River Shores’ alleged substantial 
interests relate to a question appropriately addressed by the Commission, that is, whether there 
has been a changed circumstance that would require the Commission to modify the Territorial 
Orders and replace Vero Beach with FPL as electric service provider within the municipal 
boundaries of Indian River Shores.  

Staff believes that Vero Beach’s argument that the Florida Constitution does not afford any basis 
for modification of the Territorial Orders, that Indian River Shores waived consent, and 
arguments concerning the doctrine of administrative finality, are all arguments that go to the 
merits of Indian River Shores’ request for modification of the Territorial Orders. Arguments on 
the merits are addressed in Issue 4, but they do not support denying Indian River Shores standing 
to request modification of the Territorial Orders based on changed circumstances emanating 
from the Florida Constitution. For the reasons explained above, staff recommends that the 
Commission deny Vero Beach’s Motion to Dismiss, in part, and find that Indian River Shores 
has standing as a municipality to request modification of the Territorial Orders based on changed 
legal circumstances emanating from Article VIII, Section 2(c), of the Florida Constitution. 
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Issue 5:  Should the Commission grant Indian River Shores’ Petition for Modification of 
Territorial Order Based on Changed Legal Circumstances Emanating from Article VIII, Section 
2(c) of the Florida Constitution? 

Recommendation:  No. The Commission should deny on the merits Indian River Shores’ 
Petition for Modification of Territorial Order Based on Changed Legal Circumstances 
Emanating from Article VIII, Section 2(c) of the Florida Constitution because: (1) it fails to 
demonstrate that modification of the Territorial Orders is necessary in the public interest due to 
changed circumstances not present in the proceedings which led to the Territorial Orders; and (2) 
it fails to show that modification would not be detrimental to the public interest. (Cowdery, 
Draper)  

Staff Analysis:   
 
Legal Standard 
In 1972, when the Commission first approved the territorial agreement between FPL and Vero 
Beach, the Florida Supreme Court had already established that the Commission had implied 
authority under Chapter 366, F.S., to approve territorial agreements between electric utilities. 
City Gas Co. v. Peoples Gas System, Inc., 182 So. 2d 429, 436 (Fla. 1965). In 1974, the Florida 
Legislature codified this authority in Section 366.04, F.S., as part of the Grid Bill, Chapter 74-
196, Laws of Florida. 
 
Section 366.04, F.S., is the general law that gives the Commission exclusive and superior 
jurisdiction over territorial agreements between electric utilities. Section 366.04(2), F.S., gives 
the Commission the power to approve territorial agreements and to resolve any territorial 
disputes between and among municipal electric utilities and other electric utilities under its 
jurisdiction. Section 366.04(5), F.S., gives the Commission jurisdiction over the planning, 
development, and maintenance of a coordinated electric power grid throughout Florida to assure 
an adequate and reliable source of energy for operational and emergency purposes in Florida and 
the avoidance of further uneconomic duplication of generation, transmission, and distribution 
facilities. Section 366.04(1), F.S., states that the jurisdiction conferred upon the Commission 
shall be exclusive and superior to that of all other political subdivisions, including municipalities, 
and, in case of conflict therewith, all lawful acts and orders of the Commission shall in each 
instance prevail. Through territorial orders issued under this authority, the Commission, not 
municipalities, gets to decide which electric utility serves a given area. A franchise agreement 
between a local government and an electric utility cannot override a territorial order. See Board 
of County Commissioners Indian River County, Florida v. Art Graham, etc., et al., 41 Fla. L. 
Weekly S 228 (Fla. 2016)(rejecting the argument that counties may use franchise agreements to 
choose their electric service provider because that would let counties do indirectly what the 
Commission’s exclusive and superior jurisdiction over territorial agreements precludes them 
from doing directly). 
 
The Territorial Orders give Vero Beach the right and obligation, as provided in Section 366.04, 
F.S., to supply electric service to the territory described, which includes the portion of Indian 
River Shores lying south of Old Winter Beach Road. See Indian River County, 41 Fla. L. Weekly 
S 228 (affirming the Commission’s order that Vero Beach “has the right and obligation to 
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continue to provide retail electric service in the territory described in the Territorial Orders upon 
expiration of the Franchise Agreement” between Vero Beach and Indian River County).   
 
The Territorial Orders are final orders of the Commission subject to the doctrine of 
administrative finality. Under that doctrine, the Commission has limited, inherent authority to 
modify its final orders in a manner that accords requisite finality to the orders, while still 
affording the Commission ample authority to act in the public’s interest. Peoples Gas, 187 So. 2d 
at 339. The Commission may only modify a territorial order after proper notice and hearing, and 
upon a specific finding based on adequate proof that such modification or withdrawal of 
approval is necessary in the public interest because of changed conditions or other circumstances 
not present in the proceedings which led to the order being modified. Id. 
 
The public interest is the ultimate measuring stick to guide the Commission in its decisions. Gulf 
Coast Electric Cooperative v. Johnson, 727 So. 2d 259, 264 (Fla. 1999)(affirming the 
Commission’s denial of a request to establish territorial boundaries). In exercising its jurisdiction 
over the Territorial Orders and determining what is in the public interest, the Commission must 
consider all affected customers, both those transferred and those not transferred, and ensure that 
any modification works no detriment to the public interest as a whole. See Utilities Commission 
of New Smyrna Beach v. Florida Public Service Commission, 469 So. 2d 731, 732-33 (Fla. 
1985).  
 
Arguments of Indian River Shores and Vero Beach  
 

Indian River Shores’ arguments in support of modification of the Territorial 
Orders based on Article VIII, Section 2(c), Florida Constitution  

Indian River Shores requests that the Commission modify the Territorial Orders by placing the 
entire municipality of Indian River Shores within FPL’s service area. This would result in the 
transfer of approximately 3000 Vero Beach electric customers located south of Old Winter 
Beach Road to FPL which currently serves approximately 739 Indian River Shores residents 
located north of Old Winter Beach Road. Indian River Shores argues that this modification of the 
Territorial Orders is required pursuant to Peoples Gas, 187 So. 2d at 339, because fundamental 
legal circumstances have changed since the Commission last approved an amendment to the 
territorial agreement between FPL and Vero Beach in 1988. The changed legal circumstance 
alleged by Indian River Shores is that Vero Beach will no longer have Indian River Shores’ 
consent to provide electric service within Indian River Shores upon expiration of the Franchise 
Agreement on November 6, 2016.   
 
Indian River Shores argues that its consent is required because Article VIII, Section 2(c), Florida 
Constitution, states that “exercise of extra-territorial powers by municipalities shall be as 
provided by general or special law.” Indian River Shores interprets this constitutional phrase to 
mean that the Legislature must grant the power to provide electricity outside Vero Beach’s 
municipal borders directly to Vero Beach. Indian River Shores alleges that because the 
Legislature gave the Commission Section 366.04, F.S., authority over territorial agreements, and 
not Vero Beach, Vero Beach is not providing electric service in Indian River Shores as provided 
by general law. Indian River Shores alleges that because Vero Beach is not providing electric 
service in Indian River Shores as provided by general law, it requires Indian River Shores’ 
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consent to do so. Indian River Shores argues that it gave Vero Beach this consent in the 1968 
Contract and in the 1986 Franchise Agreement but that Vero Beach will lose this consent when 
the Franchise Agreement expires on November 6, 2016. Indian River Shores maintains that Vero 
Beach will be in violation of the Florida Constitution if it provides electric service within Indian 
River Shores without Indian River Shores’ consent. 
 
Indian River Shores argues that the Commission has acknowledged that an order approving a 
territorial agreement between a municipal utility and an investor-owned utility does not provide a 
municipal utility the inherent statutory authority to provide electric service outside its municipal 
boundaries. Indian River Shores alleges that in In re: Joint petition for approval to amend 
territorial agreement between Progress Energy Florida, Inc. and Reedy Creek Improvement 
District, Order No. PSC-10-0206-PAA-EU, issued Apr. 5, 2010, Docket No. 090530-EU (Reedy 
Creek Order), when a development area was de-annexed from the Reedy Creek Improvement 
District, the Commission “saw the need” to modify the territorial agreement because pursuant to 
its charter, Reedy Creek Improvement District cannot furnish retail electric power outside of its 
boundaries.   
 
Indian River Shores argues that because its consent is required, the Commission as a matter of 
law must modify the Territorial Orders as requested in the Petition. Indian River Shores 
maintains that the Commission may not consider any of the factors relative to territorial disputes 
in Section 366.04(2)(e), F.S., and Rule 25-6.0441, F.A.C., or to territorial agreements in Section 
366.04(2)(d), F.S., and Rule 25-6.0440, F.A.C. Indian River Shores states that it is not asking the 
Commission to redraw a service territory boundary between two utilities based on a statutory or 
rule criteria, factor-by-factor determination of which utility is best suited to serve considering the 
nature of the disputed area, ability of competing utilities to provide reliable service, their costs to 
provide service and similar evidence, and the avoidance of uneconomic duplication of 
distribution and subtransmission facilities. Indian River Shores alleges that even if territorial 
dispute criteria are relevant, the thrust of the Petition is its challenge to Vero Beach’s legal 
ability to serve, which is one of those criteria. 
 

Vero Beach’s arguments in opposition to modification of the Territorial 
Orders 

Vero Beach argues that the Petition should be dismissed as being barred by the doctrine of 
administrative finality because it does not meet the standard for modifying the Territorial Orders.   
Vero Beach states that the doctrine of administrative finality is one of fairness, based on the 
premise that the parties and the public may rely on Commission orders. Vero Beach further states 
that the Commission may only modify a territorial order upon a “specific finding based on 
adequate proof that such modification or withdrawal of approval is necessary in the public 
interest because of changed conditions or other circumstances not present in the proceedings 
which led to the order being modified.” Peoples Gas, 187 So. 2d at 339. Vero Beach alleges that 
Indian River Shores’ alleged changed circumstance -- expiration of the Franchise Agreement and 
Indian River Shores’ withdrawal of its consent for Vero Beach to operate in Indian River Shores 
-- is not a changed circumstance relevant to the statutory criteria and factors that the Commission 
considered in approving the Vero Beach-FPL territorial agreements through the Territorial 
Orders. Vero Beach states that the Commission specifically found in the Territorial Orders that 
each version of the Vero Beach-FPL territorial agreements was in the public interest and 
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consistent with the Commission’s Grid Bill authority to avoid uneconomic duplication of 
facilities.  
 
Vero Beach further argues that there is no requirement and nothing concerning the need for 
Indian River Shores’ consent in any of the statutes or rules relating to the Commission’s Grid 
Bill jurisdiction, the territorial agreements between FPL and Vero Beach, or in the Territorial 
Orders. Vero Beach maintains that Indian River Shores’ consent – if it existed – never had 
anything to do with the FPL-Vero Beach territorial agreements or Territorial Orders. Vero Beach 
alleges that it has been providing electricity to Indian River Shores for at least 63 years and that 
if Indian River Shores ever had a constitutional right to be protected against Vero Beaches’ 
exercise of its power to provide electric service in Indian River Shores, Indian River Shores 
waived that right many years ago. 
 
Vero Beach argues that in reliance on the Commission’s Territorial Orders and Chapter 366, 
F.S., other legal authority, and the actions of Indian River County, Vero Beach has installed, 
operated, and maintained its electric system facilities for the purpose of providing electric service 
to its service territory. Vero Beach states that in fulfilling this necessary public purpose, it has 
invested tens of millions of dollars, borrowed tens of millions of dollars, and entered into long-
term power supply projects and related contracts involving hundreds of millions of dollars of 
long-term financial commitments. 
 
Vero Beach argues that Indian River Shores’ list of public interest considerations for modifying 
the Territorial Orders has nothing to do with the Commission’s Section 366.04(2), F.S., 
territorial jurisdiction or its Section 366.04(5), F.S., Grid Bill responsibilities. Instead, Vero 
Beach alleges, the list is merely a pretextual claim based solely on Indian River Shores’ interest 
and not on the general public interest. Vero Beach further argues that the Petition’s list of public 
interest considerations ignores the impacts that the requested modification to the Territorial 
Orders would have on the 32,000 customers served by Vero Beach outside Indian River Shores.  
 
Analysis 
 

The Petition does not show a change in circumstances that led to issuance 
of the Territorial Orders.  

It is staff’s opinion that Article VIII, Section 2(c) of the Florida Constitution did not require the 
Commission to obtain the consent of Indian River Shores in 1972 or subsequent proceedings as a 
prerequisite, or condition precedent, to the Commission approving the territorial agreements 
between FPL and Vero Beach.  Article VIII, Section 2, Municipalities, states: 
 

(c) ANNEXATION.  Municipal annexation of unincorporated territory, merger of 
municipalities, and exercise of extra-territorial powers by municipalities shall be 
as provided by general or special law.  

 
A plain reading of Article VIII, Section 2(c) is that Vero Beach’s authority to supply electricity 
outside its boundaries must come from general or special law. It is staff’s opinion that Vero 
Beach is providing electric service to customers in the territory approved in the Territorial Orders 
as provided by general law, Section 366.04, F.S. There is no additional constitutional 
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requirement in Article VIII, Section 2(c) for the Commission to obtain Indian River Shores’ 
consent as a condition precedent to approving the territorial agreements between FPL and Vero 
Beach. Likewise, Section 366.04, F.S., contains no requirement for the Commission to obtain 
Indian River Shores’ consent as a condition precedent to approving the territorial agreements 
between FPL and Vero Beach in order for Vero Beach to provide electric service within Indian 
River Shores.  
 
Staff disagrees with Indian River Shores’ argument that the constitutional phrase “exercise of 
extra-territorial powers by municipalities shall be as provided by general or special law” means 
that Section 366.04(2)(d), F.S., is not general law authorizing Vero Beach to provide electric 
service in Indian River Shores pursuant to the Territorial Orders. In Ford v. Orlando Utilities 
Commission, 629 So. 2d 845, 847 (Fla. 1994), relied upon by Indian River Shores, the Court 
found that where a municipality locates an electrical generating plant on its property in another 
county to supply electricity to that municipality’s residents, but does not supply any electrical 
power to the county residents, the property is exempt from ad valorem taxation. Ford found that 
the Orlando Utilities Commission had statutory power to acquire and operate a utility plant in a 
neighboring county and that production of energy was a municipal purpose, and therefore it was 
exempt from taxation by the neighboring county. Ford does not address or support Indian River 
Shores’ argument that Section 366.04, F.S., is not the general law pursuant to which Vero Beach 
is providing electric service to Indian River Shores. 
 
Staff also disagrees with Indian River Shores’ characterization that the Commission has 
acknowledged that a territorial order does not provide a municipal utility the inherent statutory 
authority to provide electric service outside its municipal boundaries.  In the Reedy Creek Order, 
cited by Indian River Shores for this proposition, a joint petition to amend a territorial agreement 
was brought to the Commission for approval in order to reflect de-annexation of a planned 
development area from the Reedy Creek Improvement District political boundary and to avoid 
any potential for uneconomic duplication of electric facilities. The Commission approved the 
petition pursuant to Section 366.04(2)(d), F.S., giving consideration to factors of Rule 25-
6.0440(2), F.A.C., and noting that there were no existing customers affected by the proposed 
territory amendment. The Commission order stated that the joint petition alleged that Reedy 
Creek Improvement District, pursuant to its charter, could not furnish retail electric power 
outside of its boundary. The Commission found that the amended territorial agreement appeared 
to eliminate existing or potential uneconomic duplication of facilities and did not cause a 
decrease in the reliability of electric service to existing or future ratepayers. There was no issue 
before the Commission concerning whether a municipality providing service within the 
boundaries of another municipality under a territorial order is considered to be providing service 
pursuant to general law.  
 
Rule 25-6.0441(2)(d), F.A.C., provides that in resolving territorial disputes, the Commission may 
consider customer preference if all other factors are substantially equal. Rule 25-6.0442, F.A.C., 
provides that any substantially affected customer shall have the right to intervene in proceedings 
to approve a territorial agreement or resolve a territorial dispute. However, Indian River Shores 
did not participate in any of the four FPL – Vero Beach territorial agreement dockets before the 
Commission.  Further, it does not appear that any issue was raised in any of those proceedings 
concerning the need for Indian River Shores’ consent as a condition precedent to the 
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Commission approving the territorial agreements. In addition, neither the 1968 Contract nor the 
Franchise Agreement makes any reference to Article VIII, Section 2(c), nor do they contain any 
language that Indian River Shores is giving temporary consent to Vero Beach as a condition 
precedent to the Commission approving the territorial agreements between FPL and Vero Beach.  
 
Even if the 1968 Contract or the Franchise Agreement were interpreted as containing language 
whereby Indian River Shores gave its temporary consent to Vero Beach to provide electric 
service within Indian River Shores, that language would not affect the validity of the Territorial 
Orders. In the case of conflict between Commission and municipality jurisdiction, the 
Commission’s lawful orders shall in each instance prevail. See Indian River County, 41 Fla. L. 
Weekly S 228 (citing to Section 366.04(1), F.S.). Expiration of the Franchise Agreement on 
November 6, 2016, will not affect the validity of the Territorial Orders. Vero Beach will continue 
to have the right and obligation to provide electric service to the entire territory within the 
boundaries established in the Territorial Orders, including that portion of Indian River Shores 
located south of Old Winter Beach Road. See Id. (affirming the Commission’s order declaring 
that upon expiration of the franchise agreement between Vero Beach and Indian River County on 
March 4, 2017, Vero Beach has the right and obligation to continue to provide retail electric 
service in the territory described in the Territorial Orders). 
  
Because Indian River Shores’ consent was not required by the Florida Constitution or Section 
366.04, F.S., for the Commission’s approval of the Vero Beach – FPL territorial agreements, 
Indian River Shores’ alleged withdrawal of consent is not a change in any circumstance that was 
considered or relied upon by the Commission in issuing the Territorial Orders. For this reason, 
Indian River Shores’ alleged withdrawal of consent when the Franchise Agreement expires on 
November 6, 2016, is not a change in circumstance requiring modification of the Territorial 
Orders.  
 

The Petition fails to show that modifying the Territorial Orders is necessary 
to the public interest or that it would not be detrimental to the public 
interest. 

Even if the issue of Indian River Shores’ consent could be considered a changed circumstance 
supporting modification of the Territorial Orders, the Territorial Orders may only be modified if 
necessary to the public interest. Staff disagrees with Indian River Shores’ argument that the 
Commission must modify the Territorial Orders without giving any consideration to the 
Commission’s legislatively mandated responsibility over territorial agreements under Section 
366.04(2), F.S.  It is staff’s opinion that in order to modify the Territorial Orders as requested by 
Indian River Shores, by transferring the territory containing approximately 3000 customers 
located south of Old Winter Beach Road from Vero Beach to FPL, the Commission must 
examine the factors normally considered under Section 366.04(2)(d) and (e), F.S., and Rules 25-
6.0440 and 25-6.0441, F.A.C.  
 
Under these statutes and rules, in order to determine whether modification of the Territorial 
Orders is in public interest, the Commission would need to consider criteria such as the terms 
and conditions pertaining to implementation of the transfer of customers, information with 
respect to affected customers, the reasonableness of the purchase price of any facilities being 
transferred, the effect of the transfer on reliability of electrical service to the existing or future 
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ratepayers of FPL and Vero Beach, the reasonable likelihood that the modification will eliminate 
existing or potential uneconomic duplication of facilities, the capability of FPL and Vero Beach 
to provide reliable electric service within the disputed area with their existing facilities, and the 
cost to FPL and Vero Beach to provide distribution and subtransmission facilities to the disputed 
area presently and in the future. Additionally, under Section 366.04(5), F.S., the Commission 
must determine what impact the requested modification would have on the coordinated electric 
power grid in Florida and to assure the avoidance of further uneconomic duplication of 
generation, transmission, and distribution facilities. 
 
Indian River Shores argues that the statutory and rule criteria for approval of territorial 
agreements and resolution of territorial disputes are inapplicable to its Petition.  Nonetheless, it 
alleges that modifying the Territorial Order would be in the public interest because the transfer 
would give customers access to FPL’s energy conservation programs, deployment of solar 
generation, smart meters, FPL’s storm hardening initiatives, highly regarded management 
expertise, and high customer satisfaction ratings. These reasons, even if true, are insufficient to 
demonstrate that modifying the Territorial Orders is necessary in the public interest or that 
modification would work no detriment to the public interest as a whole.  
 
Indian River Shores asks that the Commission ensure that Indian River Shores residents 
currently served by Vero Beach will be transitioned to service by FPL in an orderly and efficient 
manner. However, neither FPL nor Vero Beach has asked the Commission to modify the 
Territorial Orders by approving a territorial agreement or resolving a dispute between them. FPL 
alleges in its Petition to Intervene that it is ready, willing, and able to serve all of Indian River 
Shores residents “assuming reasonable terms were reached for the acquisition of the City of Vero 
Beach’s electric facilities in that area.” (emphasis added)  However, there is no indication in this 
docket of any agreement for transfer of lines or facilities from Vero Beach to FPL. The filings 
show that by letter of August 12, 2015, FPL made a $13 million offer to purchase Vero Beach’s 
facilities in Indian River Shores that was rejected by Vero Beach. The Commission does not 
have jurisdiction to order Vero Beach to sell its facilities to FPL. There is no information before 
the Commission concerning how a transfer of facilities would occur, the costs or facilities 
involved, impact of such a transfer on all affected customers, or other information normally 
considered by the Commission in approving a territorial agreement or resolving a territorial 
dispute. Without this information, the Commission cannot ensure an orderly and efficient 
transition of service from Vero Beach to FPL or determine whether such a transfer would be 
necessary in the public interest.   
 
Conclusion 
For the reasons set forth above, staff recommends that the Commission should deny on the 
merits Indian River Shores’ Petition for Modification of Territorial Order Based on Changed 
Legal Circumstances Emanating from Article VIII, Section 2(c) of the Florida Constitution 
because: (1) it fails to demonstrate that modification of the Territorial Orders is necessary in the 
public interest due to changed circumstances not present in the proceedings which led to the 
Territorial Orders; and (2) it fails to show that modification would not be detrimental to the 
public interest. 
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Issue 6:  Should this docket be closed? 

Recommendation:  If the Commission approves staff’s recommendation, and if no person 
whose substantial interests are affected by the proposed agency action in Issue 5 files a protest 
within 21 days of the issuance of the Order, this docket should be closed upon the issuance of a 
consummating order. (Cowdery)  

Staff Analysis:  Issue 5 should be issued as a proposed agency action. If the Commission 
approves staff’s recommendation, and if no person whose substantial interests are affected by the 
proposed agency action files a protest of Issue 5 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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for November 2-4, 2016. The Signatories state that all current parties in the Fuel Clause either 
take no position, or do not object to the Joint Motion.1 The Stipulation and Settlement 
Agreement (Settlement Agreement) is attached as Exhibit 1. 

The Commission has jurisdiction to consider this matter pursuant to Section 366.06, Florida 
Statutes (F.S.).

                                                 
1Duke Energy Florida LLC, Gulf Power Company, Tampa Electric Company, Florida Public Utilities Company, and 
the Florida Industrial Power Users Group take no position on this Joint Motion, while PCS Phosphate – White 
Springs has no objection to it, and the Florida Retail Federation supports the Joint Motion. 
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Discussion of Issues 

Issue 1:  Should the Joint Motion For Approval of Settlement Agreement between FPL and 
OPC be approved? 

Recommendation:  Yes.  (Barrett, Lester, Breman, Matthews) 

Staff Analysis:  FPL’s St. Lucie Nuclear Station is located on Hutchinson Island, near Fort 
Pierce, Florida. The station features two baseload generating units, Unit 1 and Unit 2, with Net 
Summer Capacity ratings of 981 and 987 megawatts, respectively. Generally, when an outage 
event occurs, other resources in the fleet of generating plants are dispatched to make up for the 
load not being supplied by the off-line unit. Based upon the duration of an outage and the 
capacity reduction attributable to the outage, replacement power costs for an out-of-service unit 
can be calculated. The Commission has historically allowed for cost recovery of replacement 
power costs, unless it is determined that the outage resulted from an imprudent action by the 
utility. 

As noted previously, the Joint Petition is a comprehensive settlement that resolves open issues in 
the Fuel Clause related to outage events that occurred at St. Lucie Unit 2 in 2014 and 2015, as 
described below. 

March 2014 Outage (Issue 3J, previously identified as Issue 2N) 
In March 2014, St. Lucie Unit 2 entered a planned outage for refueling and for other 
maintenance activities. During the start-up for bringing the unit back into service, FPL 
discovered foreign material in one of the unit’s steam generators, necessitating an 18 day 
extension of the outage.2 OPC proposed Issue 2N in the 2014 Fuel Clause proceeding to address 
the cost recovery of the replacement power due to the extension of the planned outage at St. 
Lucie Unit 2. By Order No. PSC-14-0439-PCO-EI,3 the Commission deferred consideration of 
Issue 2N to the 2015 Fuel Clause, when the final true up of 2014 fuel costs would be addressed.   

In the 2015 Fuel Clause proceeding, a revised list of issues meant that Issue 2N from the 2014 
Fuel Clause proceeding was then identified as Issue 3J. FPL stated that it was in negotiations 
with its vendor regarding the March 2014 outage at St. Lucie Unit 2, but those negotiations 
would not be concluded in time to be presented at the 2015 Fuel Clause hearing. Therefore, by 
Order No. PSC-15-0586-FOF-EI,4 the Commission again deferred considering the cost recovery 
of the replacement power due to the extension of the planned outage at St. Lucie Unit 2. 

February 2015 Outage (Part 1 of Issue 3O) 
An unplanned outage occurred at St. Lucie Unit 2 in February 2015 that lasted about 4 days. This  
outage was triggered when condenser tube chemistry limits were exceeded due to seawater 

                                                 
2Based on FPL’s response to an interrogatory, the planned refueling outage was extended for 17.94 days. St. Lucie 
Unit 2 was off-line for a total of 52 days. 
3Order No. PSC-14-0439-PCO-EI, issued August 22, 2014, in Docket No. 140001-EI, In re: Fuel and Purchased 
Power Cost Recovery Clause with Generating Performance Incentive Factor. 
4Order No. PSC-15-0586-FOF-EI, issued December 23, 2015, in Docket No. 150001-EI, In re: Fuel and Purchased 
Power Cost Recovery Clause with Generating Performance Incentive Factor.   
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leakage in a hotwell. In the Joint Motion, FPL states that the leaking condenser tube and an 
additional 187 other tubes were repaired.  

April 2015 Outage (Part 2 of Issue 3O) 
The April 2015 outage involved work repairing a leak identified in the safety injection tank 
discharge header. Engineering analysis determined that vibration fatigue was the source of the 
leak, and FPL replaced the affected piping, modified the support structure for the piping in order 
to prevent future problems, and also revised the engineering standard to include more detail for 
piping supports.  
 
In preparing for the 2015 Fuel Clause hearing, a single issue, Issue 3O, was added to address the 
cost recovery of replacement power due to the February and April outages. As reflected in Order 
No. PSC-15-0512-PHO-EI (Prehearing Order), the parties agreed to drop Issue 3O with the 
understanding that any party could raise it again in this year’s (2016) Fuel Clause proceeding.5  
 

Analysis of the Joint Motion 
Staff and OPC served discovery requests to FPL in order to learn more about all of the outage 
events at St. Lucie Unit 2. In the Joint Motion, OPC stated it reviewed FPL’s prepared testimony 
and exhibits and has conducted both formal and informal discovery regarding the causes of all 3 
outages before it entered into the Settlement Agreement with FPL. As the Settlement Agreement 
states, FPL reached a confidential agreement with one of the vendors that performed work at St. 
Lucie Unit 2 during the March 2014 planned outage. As a result of the FPL vendor settlement, 
FPL will credit $8 million to the Fuel Clause for the purpose of calculating the fuel cost recovery 
factors for 2017, which will be set in the November hearing for Docket No. 160001-EI. The 
Signatories believe the $8 million credit as part of the Settlement Agreement resolves Issue 3J 
from Docket No. 150001-EI in its entirety, such that FPL’s recovery of replacement power costs 
associated with the extended refueling outage in March 2014 will not be disputed in Docket No. 
160001-EI or any other Commission proceeding. FPL and OPC agree that each entered into the 
Settlement Agreement voluntarily, that it fairly and reasonably balances the various positions of 
the parties on issues in these proceedings, and that it serves the best interests of the customers 
they represent and the public interest in general. The Signatories believe that the Settlement 
Agreement is reasonable and in the public interest.  

For Issue 3O, the Signatories assert that cost recovery for replacement  power associated with the 
February and April 2015 outage events will not be disputed in this year’s (2016) Fuel Clause 
proceeding, or in any other Commission proceeding. Based on testimony and discovery 
responses in this docket, staff concurs. 

The Joint Motion is a comprehensive settlement that resolves open issues in the Fuel Clause 
related to the three outage events described above. Due to the fact that the Signatories were able 
to reach the proposed stipulation on these issues well in advance of the hearing, and in order to 
provide greater certainty as to the scope of issues to be addressed in this year’s Fuel Clause 
hearing, the Signatories have requested that the Commission consider the Joint Motion at the 
first available Agenda Conference and approve it at that time. The Joint Motion further states 
                                                 
5Order No. PSC-15-0512-PHO-EI, issued October 29, 2015, in Docket No. 150001-EI, In re: Fuel and Purchased 
Power Cost Recovery Clause with Generating Performance Incentive Factor. 
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that the parties to the Docket No. 160001-EI should be permitted to address the Settlement 
Agreement at the Agenda Conference. Staff believes the Joint Motion presents an opportunity to 
fully resolve these matters in advance of the November hearing in Docket No. 160001-EI, and 
therefore avoid the time and expense of protracted litigation of disputes over the April 2014, 
February 2015 and April 2015 outages in this or future proceedings. As set forth in the Joint 
Motion, FPL will credit $8 million to the Fuel Clause for the purpose of calculating the 2017 
Fuel Clause factors, which will be approved in the hearing for Docket No. 160001-EI. Staff notes 
that the Settlement Agreement results in FPL’s customers being refunded for replacement power 
costs that were incurred in 2014, notwithstanding that there has been no finding of imprudence 
with respect to any portion of these outages.  

Staff believes it is reasonable and appropriate to approve the Joint Motion, because approval will 
avoid the time and expense of litigating these issues in Docket No. 160001-EI or future 
proceedings. The Signatories assert that the Settlement Agreement resolves Issues 3J and 3O 
from Docket No. 150001-EI in their entirety, and staff agrees. Upon approval, cost recovery for 
replacement  power associated with these outage events will not be disputed in this year’s (2016) 
Fuel Clause proceeding, or in any other Commission proceeding. The Signatories believe that the 
Settlement Agreement is reasonable and in the public interest. Staff agrees. 

Summary 
The Joint Motion is a comprehensive settlement that resolves open issues in the Fuel Clause. 
Staff and OPC thoroughly reviewed the materials FPL provided about these outages. Staff 
believes FPL took appropriate and reasonable actions to restore St. Lucie Unit 2 from these 
outage events, and staff acknowledges that no active party in Docket No. 160001-EI has asserted 
a contrary position on this Joint Motion. 

Therefore, staff recommends that the Joint Motion between FPL and OPC be approved. 
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Issue 2:  Should this docket be closed? 

Recommendation:  No. The fuel docket is on-going and should remain open. (Janjic) 

Staff Analysis:  The fuel docket is on-going and should remain open. 
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Case Background 

Utilities, Inc. of Florida (UIF or Utility) is a Class A utility providing water and wastewater 
service to twenty systems in the following counties: Marion, Orange, Pasco, Pinellas, and 
Seminole. On December 30, 2015, the Utility requested a limited proceeding water rate increase 
for Marion, Pasco, and Seminole Counties. UIF is a wholly-owned subsidiary of Utilities, Inc. 
(UI). The Utility ' s last rate case was in 2012. 1 

1 Order No. PSC-14-0025-PAA-WS, issued January 10, 2014, in Docket No. 120209-WS, In re: Application fo r 
increase in water and wastewater rates in Marion, Orange, Pasco, Pinellas, and Seminole Counties by Utilities, Inc. 
of Florida. 
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On March 24, 2016, the Office of Public Counsel (OPC) filed its notice of intervention in this 
proceeding, and an Order acknowledging intervention was issued on April 4, 2016.2 Prior to the 
notice of intervention, OPC submitted a letter, dated February 2, 2016, outlining concerns that 
OPC had with the Utility’s petition for Marion, Pasco, and Seminole Counties.3 

Customer meetings were held April 12 and 13, 2016, in New Port Richey and Ocala, 
respectively. Staff notes that no customers attended the meeting held on April 13, 2016, for the 
customers of Marion and Seminole Counties. 

UIF filed a petition for a limited proceeding pursuant to Rule 25-30.446, Florida Administrative 
Code (F.A.C.). Driving the limited proceeding were (1) galvanized service line replacement costs 
in Marion County, (2) the loss of irrigation customers, plant additions, and purchased water costs 
in Pasco County, and (3) interconnection plant addition costs in Seminole County. 

By letter dated June 8, 2016, UIF requested that the portion of this limited proceeding addressing 
a rate increase in Pasco County be bifurcated from the portion addressing rate increases in 
Marion and Seminole Counties.4 OPC filed a response to UIF’s bifurcation request on June 13, 
2016.5 As such, this recommendation addresses only the Utility’s request for a limited 
proceeding water rate increase in Marion and Seminole Counties.  

On April 12, 2016, the Commission acknowledged the reorganization and name change of UI’s 
systems in Florida.6 The instant docket applies only to the former Utilities Inc., of Florida 
systems, and does not include Utilities, Inc. of Longwood (Longwood) and Sanlando Utilities 
Corporation (Sanlando) in Seminole County.  

The Commission has jurisdiction pursuant to Sections 367.081and 367.0822, Florida Statutes 
(F.S.). 

                                                 
2 Order No. PSC-16-0135-PCO-WS, issued April 4, 2016. 
3 Document No. 00669-16 
4 Document No. 03459-16 
5 Document No. 03641-16 
6 Order No. PSC-16-0143-FOF-WS, issued April 12, 2016, in Docket No. 150235-WS, In re: Joint application for 
acknowledgement of corporate reorganization and request for approval of name changes on water and/or 
wastewater certificates of Cypress Lakes Utilities, Inc. in Polk County; Utilities, Inc. of Eagle Ridge in Lee County; 
Utilities, Inc. of Florida in Marion, Orange, Pasco, Pinellas, and Seminole Counties; Labrador Utilities, Inc. in 
Pasco County; Lake Placid Utilities, Inc. in Highlands County; Lake Utility Services, Inc. in Lake County; Utilities, 
Inc. of Longwood in Seminole County; Mid-County Services, Inc. in Pinellas County; Utilities, Inc. of Pennbrooke in 
Lake County; Utilities, Inc. of Sandalhaven in Charlotte County; Sanlando Utilities Corporation in Seminole 
County; and Tierra Verde Utilities, Inc. in Pinellas County, to Utilities, Inc. of Florida. 
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Discussion of Issues 

 
Issue 1:  Should the Utility's requested increases be approved as filed? 

Recommendation:  No. However, the Commission should approve water rate increases of 
$45,663 (or 28.85 percent) for Marion County and $16,142 (or 1.61 percent) for Seminole 
County, excluding Longwood and Sanlando. (Slemkewicz, Mtenga) 

Staff Analysis:  In its petition, UIF requested a Marion County water rate increase of $52,725 
(or 33.83 percent) for the replacement of galvanized service lines. In Seminole County, the 
Utility requested a water rate increase of $20,693 (or 2.11 percent) for an interconnection 
project. 

Rate Base 
In its filing, the Utility requested a rate base increase of $310,779 for Marion County and 
$97,132 for Seminole County. The rate base components were Utility Plant in Service, 
Accumulated Depreciation, and Cash Working Capital. 
 

Utility Plant in Service 
In Marion County, the Utility replaced galvanized iron pipes, which were in place since the 
1970s, and associated meter boxes because of ongoing pipe failures that caused significant water 
loss. The project was completed in April 2015 and cost $313,978. The Utility had implemented a 
practice of replacing each water service line as it failed but decided to replace all of the 125 
water service lines to take advantage of economies of scale. UIF estimated that continuing the 
process of replacing the pipes as needed could be up to one and a half times more costly. In 
response to staff’s data request, the Utility provided the three bids it received and notes that it 
chose the lowest cost option. Staff believes that, given the age and condition of the water service 
lines and economies of scale associated with replacing the 125 water service lines at once, the 
project is reasonable, and UIF should be allowed to recover these costs.  

In Seminole County, the Utility requested approval for costs associated with interconnecting its 
Ravenna Park and Crystal Lake water systems including upgrades to the Ravenna Park water 
treatment plant storage facilities which were completed in July 2015. UIF stated that the project 
was initiated after excess infiltration of sand into the well pump of the sole water supply well, 
built in the 1950s, at Crystal Lake water system. The Utility proposed an interconnection after 
exploring two alternatives for the well failure. First, it explored downsizing the pump assembly 
and motor but found this option would not meet system demands and would lead to more pump 
replacements in the future. Second, it considered drilling a new well but found that the existing 
property’s footprint was too small to allow for a new well. The cost for this interconnection 
project is $98,033 which includes the engineering evaluation, design, geotechnical services, bid 
documentation, permitting, and well abandonment costs. In response to staff’s data request, UIF 
provided the four bids submitted for the interconnection and the lowest cost option was selected. 
Based on staff’s review, the cost to complete the interconnection is reasonable and will meet 
customer demand.  
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Accumulated Depreciation 

UIF included accumulated depreciation of $3,651 and $1,400 for Marion and Seminole Counties, 
respectively. Staff has reviewed the calculation of the depreciation expense and the accumulated 
depreciation and recommends they are appropriate in accordance with Rule 25-30.140, Florida 
Administrative Code (F.A.C.).  

Working Capital Allowance 
In its filing, UIF included a working capital allowance of $452 for Marion County and $499 for 
Seminole County. These amounts represent 1/8th of the rate case expense. However, staff has 
reduced the amount included in the working capital allowance based on the reductions made to 
the recommended amount of the total rate case expense. As a result, staff recommends that the 
appropriate amount of working capital is $211 and $242 for Marion and Seminole Counties, 
respectively. 

After reviewing UIF’s requested rate base increase, staff recommends that the adjusted amounts 
for rate base are $310,538 for Marion and $96,875 for Seminole as shown in Schedule Nos. 1 
and 2. 

Rate of Return 
Per Schedule No. 11 of its filing for both Marion and Seminole Counties, UIF calculated an 8.03 
percent rate of return (ROR). This ROR was based on a capital structure ended December 31, 
2014, that only included long-term debt with a cost rate of 6.65 percent and common equity with 
a return on equity of 9.38 percent. That capital structure is not consistent with the capital 
structure used in the Utility’s last rate case for Marion and Seminole Counties.7 In addition, Rule 
25-30.445(4)(e), F.A.C., requires that the weighted average cost of capital shall be calculated 
based on the most recent 12-month period using the mid-point of the range of the last authorized 
rate of return on equity and all of the appropriate capital structure components. In this instance, 
the most recent period available is the 12 months ended December 31, 2015. UIF calculated a 
December 2015 ROR of 7.85 percent on Schedule F-5 of its 2015 Annual Report. However, UIF 
did not use the mid-point equity cost rate of 10.38 percent or the minimum 2.00 percent cost rate 
for customer deposits pursuant to Rule 25-30.311(4)(a), F.A.C. Based on the foregoing, staff 
recalculated a December 2015 ROR of 7.68 percent as shown on Schedule No. 3. 

Operating Expenses 
In its filing, UIF requested operating expense increases, excluding income taxes, of $16,091 and 
$9,062 for Marion and Seminole Counties, respectively. These increases are related to 
depreciation and property taxes for the additional plant, as well as rate case expense. 
 
 

Depreciation Expense 

                                                 
7 Order No. PSC-14-0025-PAA-WS, issued January 10, 2014, in Docket No. 120209-WS, In re: Application for 
increase in water and wastewater rates in Marion, Orange, Pasco, Pinellas, and Seminole Counties by Utilities, Inc. 
of Florida 
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UIF included increased depreciation expense of $7,302 for Marion and $2,801 for Seminole 
related to the additional plant that was added. Staff reviewed the additional plant amounts and 
associated depreciation rates used in the calculation of the increased depreciation expense. In 
accordance with Rule 25-30.140, F.A.C., staff recommends that the requested depreciation 
expense increase is appropriate. 

Rate Case Expense 
In its filing, UIF estimated that the total rate case expense would be $46,779 for Marion, Pasco 
and Seminole Counties. Per Schedule No. 12 of its filing, UIF requested total rate case expenses 
of $14,474 and $15,967 for Marion and Seminole Counties, respectively. The resulting 4-year 
amortization amounts were $3,619 for Marion and $3,992 for Seminole. In response to a staff 
data request, UIF submitted an updated total rate case expense of $28,779 on June 10, 2016.8 
Staff reviewed the details of the updated rate case expense and determined that $6,349 of the 
expense was related directly to Pasco County. While UIF’s request for Pasco County has been 
bifurcated from this proceeding, staff believes rate case expense should still be allocated across 
all three counties. As a result, the remaining balance to be allocated among the three counties is 
$22,430 ($28,779 - $6,349), of which $17,959 of the $22,430 rate case expense should be 
allocated equally among the three counties. The remaining $4,471 of rate case expense related to 
customer notices postage and stock should be allocated on a 16.9 percent for Marion, 39.3 
percent for Seminole, and 43.9 percent for Pasco basis. The resulting annual rate case expense 
amortization is $1,684 ($6,737 divided by four years) for Marion County and $1,936 ($7,743 
divided by four years) for Seminole County as shown on Schedule No. 4. The 4-year rate 
reduction for rate case expense is $1,760 and $2,023 for Marion and Seminole Counties, 
respectively. The recovery of any rate case expense related to Pasco County will be determined 
in the bifurcated portion of the limited proceeding. 

Taxes Other Than Income 
The Utility included increased Taxes Other Than Income (TOTI) of $5,170 and $2,269 for 
Marion and Seminole Counties, respectively. The increases were mainly related to the property 
taxes on the additional plant that was added. Staff has reviewed the property tax calculations of 
$5,170 for Marion and $1,495 for Seminole and recommends that they are reasonable. In 
Seminole County, however, UIF incorrectly included an additional $775 for regulatory 
assessment fees related to its calculation of annualized revenue. Staff has excluded this amount 
from its calculation resulting in increased TOTI of $5,170 and $1,495 for Marion and Seminole 
Counties, respectively. 

Based on staff’s review, the appropriate operating expense increases, excluding income taxes, 
are $14,156 for Marion County and $6,232 for Seminole County. 

Calculation of Water Rate Increases 
UIF calculated water rate increases of $52,725 (or 33.83 percent) for Marion County and 
$20,693 (or 2.11 percent) for Seminole County. Staff would note one error that the Utility made 
in its calculation of the income subject to state and federal income taxes. In calculating the 
taxable income amount, UIF multiplied the increased rate base amount by the total overall ROR 
of 8.03 percent. The proper calculation would be to multiply the increased rate base amount by 
                                                 
8 Document No. 03733-16. 
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only the common equity weighted cost component of the ROR. In its calculation, staff used a 
common equity weighted cost component of 4.87 percent rather than the total overall ROR of 
7.68 percent. Based on its adjustments, staff has calculated water rate increases of $45,663 (or 
28.85 percent) for Marion County and $16,142 (or 1.61 percent) for Seminole County, excluding 
Longwood and Sanlando, as shown in Schedule Nos. 1 and 2. 
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Issue 2:  What are the appropriate rates? 

Recommendation:  The recommended rate increase of 29.30 percent for Marion County and 
1.65 percent for Seminole County, excluding Longwood and Sanlando, should be applied as an 
across-the-board increase to their respective existing service rates. The rates, as shown on 
Schedule Nos. 5 and 6, should be effective for service rendered on or after the stamped approval 
date on the tariff sheets pursuant to Rule 25-30.475(1), F.A.C. The Utility should file revised 
tariff sheets and a proposed customer notice to reflect the Commission-approved rates. In 
addition, the approved rates should not be implemented until staff has approved the proposed 
customer notice and the notice has been received by the customers. The Utility should provide 
proof of the date notice was given within 10 days of the date of the notice. The rates should be 
reduced as shown on Schedule Nos. 5 and 6, to remove rate case expense grossed up for 
regulatory assessment fees and amortized over a four-year period. The decrease in rates should 
become effective immediately following the expiration of the four-year rate case expense 
recovery period, pursuant to Section 367.0816, F.S. (Johnson) 

Staff Analysis:  Staff recommends that service rates for Utilities, Inc. of Florida be designed to 
allow the utility the opportunity to generate annual operating revenues of $203,940 and 
$1,017,618 for Marion County and Seminole County, excluding Longwood and Sanlando, 
respectively. Before removal of miscellaneous revenues, this would result in an increase of 
$45,663 (or 28.85 percent) for Marion County and $16,142 (or 1.61 percent) for Seminole 
County. To determine the appropriate increase to apply to the service rates, miscellaneous 
revenues should be removed from the test year revenues. The calculation is as follows: 

Table 2-1 
Percentage Service Rate Increase  

  Marion Seminole 
    

1 Total Test Year Revenues $158,277 $1,001,476 
    

2 Less: Miscellaneous Revenues $2,446 $21,103 
    

3 Test Year Revenues from Service Rates $155,831 $980,373 
    

4 Revenue Increase $45,663 $16,142 
    

5 Percentage Service Rate Increase (Line 4/Line 3)  29.30% 1.65% 
    

Source: Staff’s Recommended Revenue Requirement and MFRs 

Staff recommends that the rate increase of 29.30 percent for Marion County and 1.65 percent for 
Seminole County, excluding Longwood and Sanlando, should be applied as an across-the-board 
increase to the existing service rates. The rates, as shown on Schedule Nos. 5 and 6, should be 
effective for service rendered on or after the stamped approval date on the tariff sheets pursuant 
to Rule 25-30.475(1), F.A.C. The utility should file revised tariff sheets and a proposed customer 
notice to reflect the Commission-approved rates. In addition, the approved rates should not be 
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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. The rates should be reduced as shown on Schedule Nos. 5 & 6, 
to remove rate case expense grossed up for regulatory assessment fees and amortized over a 
four-year period. The decrease in rates should become effective immediately following the 
expiration of the four-year rate case expense recovery period, pursuant to Section 367.0816, F.S. 
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Issue 3:  Should the recommended rates be approved for the utility on a temporary basis, 
subject to refund with interest, in the event of a protest filed by a party other than the utility? 

Recommendation:  Yes. The recommended rates should be approved for the Utility on a 
temporary basis, subject to refund, in the event of a protest filed by a party other than the Utility. 
UIF should file revised tariff sheets and a proposed customer notice to reflect the Commission-
approved rates. The approved rates should be effective for service rendered on or after the 
stamped approval date on the tariff sheet, pursuant to Rule 25-30.475(1), F.A.C. In addition, the 
temporary rates should not be implemented until staff has approved the proposed notice, and the 
notice has been received by the customers. The temporary rates should only be implemented 
after the Utility has provided written guarantee of its corporate undertaking in a cumulative 
amount of $41,308. If the recommended rates are approved on a temporary basis, the rates 
collected by the Utility should be subject to the refund provisions discussed in the staff analysis. 
In addition, after the increased rates are in effect, pursuant to Rule 25-30.360(6), F.A.C., the 
Utility should file reports with the Commission Clerk’s office no later than the 20th of each 
month indicating the monthly and total amount of money subject to refund at the end of the 
preceding month. (Mouring, Slemkewicz, D. Buys, Mapp) 

Staff Analysis:  This recommendation proposes an increase in rates. A timely protest might 
delay what may be a justified rate increase resulting in an unrecoverable loss of revenue to the 
Utility. As a result, staff recommends that the recommended rates be approved as temporary 
rates.  

Section 367.0822(1), F.S., provides 

Upon petition or by its own motion, the commission may conduct limited 
proceedings to consider, and action upon, any matter within its jurisdiction, 
including any matter the resolution of which requires a utility to adjust its rates. 
The commission shall determine the issues to be considered during such a 
proceeding and may grant or deny any request to expand the scope of the 
proceeding to include other related matters. However, unless the issue of rate of 
return is specifically address in the limited proceeding, the commission shall not 
adjust rates if the effect of the adjustment would be to change the last authorized 
rate of return. 

While Section 367.0822(1), F.S. does not expressly provide for the granting of temporary rates, 
it is well settled Commission precedent that temporary rates in the event of a protest may be 
approved on a case-by-case basis.9  

Further, Section 367.081(2), F.S., provides that this Commission must fix rates that are just, 
reasonable, compensatory, and not unfairly discriminatory. Pursuant to its authority to grant just 
and reasonable rates, the Commission has granted emergency and temporary rates in limited 

                                                 
9 Order No. PSC-09-0651-PAA-SU, issued September 28, 2009, in Docket No. 090121-SU, Application for limited 
proceeding rate increase in Seminole County by Alafaya Utilities, Inc.; and Order No. PSC-10-0682-PAA-WS, 
issued November 15, 2010, in Docket No. 090349-WS, Application for limited proceeding rate increase in Polk 
County by Cypress Lakes Utilities, Inc. 
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proceedings where a timely protest might delay what may be a justified rate increase resulting in 
an unrecoverable loss of revenue to the Utility. Similarly, in the instant case, staff believes that 
the granting of temporary rates is warranted because a timely protest of the PAA Order may 
delay a justified rate increase for several months while the matter is adjudicated at hearing. 
Moreover, staff believes that the ratepayers are adequately protected because all rates collected 
by the Utility will be subject to the corporate undertaking as discussed below. 

For the foregoing reasons, staff believes that the recommended rates should be approved for the 
Utility on a temporary basis, subject to the corporate undertaking discussed below. In order to 
ensure that the Utility may not unfairly benefit from the issuance of temporary rates and in order 
to comport with the granting of temporary rates in proceedings filed pursuant to Sections 
367.081 and 367.0814, F.S., staff further recommends that temporary rates should only be 
allowed in the event of a protest filed by an entity or individual other than the Utility 

Corporate Undertaking Memorandum 
Utilities, Inc. of Florida is a wholly-owned subsidiary of UI, which provides all investor capital 
to its subsidiaries. Based on the amount subject to refund for Marion and Seminole Counties the 
incremental increase in UI’s corporate undertaking is $30,519 and $10,789, respectively. There 
are no other current corporate undertaking amounts outstanding for other UI systems in Florida, 
so therefore, the total cumulative outstanding guarantee is $41,308. 

The criteria for a corporate undertaking include sufficient liquidity, ownership equity, 
profitability, and interest coverage to guarantee any potential refund. Staff reviewed UI’s 2013, 
2014, and 2015 financial statements to determine if the company can support a corporate 
undertaking on behalf of its subsidiary. In its 2013 financial statements, UI reported an 
insufficient working capital amount and an inadequate current ratio and interest coverage ratio. 
In 2014, UI reported insufficient working capital and an inadequate current ratio; however, the 
interest coverage ratio improved to adequate. In 2015, UI had sufficient working capital, and 
both the current ratio and interest coverage ratio were adequate. In addition, UI achieved 
sufficient profitability and reported adequate ownership equity over the entire 3-year review 
period. 

Based on staff’s review of the financial reports submitted by UI, staff believes UI has adequate 
resources to support a corporate undertaking in the amount requested. Based on this analysis, 
staff recommends that a cumulative corporate undertaking of $41,308 is acceptable contingent 
upon receipt of the written guarantee of UI and written confirmation that the cumulative 
outstanding guarantees on behalf of UI-owned utilities in other states will not exceed $1.2 
million (inclusive of all Florida utilities). 

The brief financial analysis above is only appropriate for deciding if UI can support a corporate 
undertaking in the amount proposed and should not be considered a finding regarding staff’s 
position on other issues in this proceeding. 

The Utility should maintain a record of the amount of the corporate undertaking memorandum, 
and the amount of revenues that are subject to refund. In addition, after the increased rates are in 
effect, pursuant to Rule 25-30.360(6), F.A.C., the Utility should file reports with the Commission 
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Clerk’s office no later than the 20th of each month indicating the monthly and total amount of 
money subject to refund at the end of the preceding month. 

Further, in no instance should the maintenance and administrative costs associated with the 
refund be borne by the customers. These costs are the responsibility of, and should be borne by, 
the Utility. Irrespective of the form of security chosen by the Utility, an account of all monies 
received as a result of the rate increase should be maintained by the Utility. If a refund is 
ultimately required, it should be paid with interest calculated pursuant to Rule 25-30.360(4), 
F.A.C. 

Conclusion 
The recommended rates should be approved for the Utility on a temporary basis, subject to 
refund, in the event of a protest filed by a party other than the Utility. UIF should file revised 
tariff sheets and a proposed customer notice to reflect the Commission-approved rates. The 
approved rates should be effective for service rendered on or after the stamped approval date on 
the tariff sheet, pursuant to Rule 25-30.475(1), F.A.C. In addition, the temporary rates should not 
be implemented until staff has approved the proposed notice, and the notice has been received by 
the customers. The temporary rates should only be implemented after the Utility has provided 
written guarantee of its corporate undertaking in a cumulative amount of $41,308. If the 
recommended rates are approved on a temporary basis, the rates collected by the Utility should 
be subject to the refund provisions discussed in staff’s analysis. In addition, after the increased 
rates are in effect, pursuant to Rule 25-30.360(6), F.A.C., the Utility should file reports with the 
Commission Clerk’s office no later than the 20th of each month indicating the monthly and total 
amount of money subject to refund at the end of the preceding month. 
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Issue 4:  Should this docket be closed? 

Recommendation:  If no person whose substantial interests are affected by the proposed 
agency action files a protest within 21 days of the issuance of the order, a consummating order 
should be issued. The docket should remain open for staff’s verification that the revised tariff 
sheets and customer notice have been filed by the Utility and approved by staff. Once these 
actions are complete, this docket should remain open pending the Commission’s decision on the 
Utility’s requested rate increase in Pasco County. (Mapp) 

Staff Analysis:  If no person whose substantial interests are affected by the proposed agency 
action files a protest within 21 days of the issuance of the order, a consummating order should be 
issued. The docket should remain open for staff’s verification that the revised tariff sheets and 
customer notice have been filed by the Utility and approved by staff. Once these actions are 
complete, this docket should remain open pending the Commission’s decision on the Utility’s 
requested rate increase in Pasco County. 



Docket No. 150269-WS  
Date: June 23, 2016 

 - 13 - 

UTILITIES, INC. OF FLORIDA - MARION COUNTY   SCHEDULE NO. 1  
WATER REVENUE REQUIREMENTS INCREASE    DOCKET NO. 150269-WS 
    UTILITY   STAFF 
    FILING   RECOMMENDATION 

Line 
No. 

   
  

1 Utility Plant in Service (UPIS) $313,978  
 

$313,978  
2 Retirements - 

 
                              - 

3 Accumulated Depreciation     (3,651) 
 

                        (3,651) 
4 Contributions in Aid of Construction (CIAC) - 

 
               - 

5 Accumulated Amortization of CIAC - 
 

                              - 
6 Working Capital           452  

 
                             211  

7 Total Increase in Rate Base $310,779  
 

$310,538  
  

   
  

8 Weighted Cost of Capital 8.03%   7.68% 
     

9 Return Required $24,968    $23,849  
  

   
  

10 Increase in Depreciation Expenses Due to UPIS Increase $7,302  
 

$7,302  
11 Decrease in Depreciation Expense Due to Retirements                - 

 
                -   

12 Increase in CIAC Amortization                - 
 

- 
13 Increase in Rate Case Expense        3,619  

 
                         1,684  

14 Increase in Taxes Other Than Income Taxes        5,170  
 

                         5,170  
15 Total Increase in Operating Expenses Before Income Taxes $16,091  

 
$14,156  

  
   

  
16 Total State Taxable Income $24,968    $15,123  
17 Multiply by State Income Tax (5.5%)        1,373                                 832  

     
18 Total Federal Taxable Income $23,595    $14,291  
19 Multiply by Federal Income Tax (34%)        8,022                             4,859  

     
20 Total Revenue Increase Before RAF (L9 + L15 + L17 + L19) $50,454    $43,697  

     
21 Multiply by RAF (4.5%)       2,270                             1,966  
  

 
      

22 Total Water Revenue Increase $52,725    $45,663  
  

   
  

23 Annualized Revenues $155,831  
 

$158,277  
  

   
  

24 Percentage Increase in Rates 33.83%   28.85% 

  
   

  
25 4-Year Rate Reduction (Rate Case Expense) 

  
$1,760  
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UTILITIES, INC. OF FLORIDA - SEMINOLE COUNTY (EXCLUDING 
SANLANDO)  SCHEDULE NO. 2  
WATER REVENUE REQUIREMENTS INCREASE    DOCKET NO. 150269-WS 
    UTILITY   STAFF 
    FILING   RECOMMENDATION 

Line 
No. 

   
  

1 Utility Plant in Service (UPIS) $98,033  
 

$98,033  
2 Retirements                -    

 
                                 -    

3 Accumulated Depreciation     (1,400) 
 

                        (1,400) 
4 Contributions in Aid of Construction (CIAC)                -    

 
                                 -    

5 Accumulated Amortization of CIAC                -    
 

                                 -    
6 Working Capital           499  

 
                             242  

7 Total Increase in Rate Base $97,132  
 

$96,875  
  

   
  

8 Weighted Cost of Capital 8.03%   7.68% 
         

9 Return Required $7,804    $7,440  
  

 
      

10 Increase in Depreciation Expenses Due to UPIS Increase $2,801    $2,801  
11 Decrease in Depreciation Expense Due to Retirements                -                                       -    
12 Increase in CIAC Amortization                -                                       -    
13 Increase in Rate Case Expense        3,992                              1,936  
14 Increase in Taxes Other Than Income Taxes        2,269                              1,495  
15 Total Increase in Operating Expenses Before Income Taxes $9,062    $6,232  

  
 

      
16 Total State Taxable Income $7,804    $4,718  
17 Multiply by State Income Tax (5.5%)           429                                 259  
         

18 Total Federal Taxable Income $7,374    $4,458  
19 Multiply by Federal Income Tax (34%)        2,507                              1,516  
         

20 Total Revenue Increase Before RAF (L9 + L15 + L17 + L19) $19,802    $15,447  
         

21 Multiply by RAF (4.5%)           891                                 695  
  

 
      

22 Total Water Revenue Increase $20,693    $16,142  
  

   
  

23 Annualized Revenues $980,373  
 

$1,001,476  
  

   
  

24 Percentage Increase in Rates 2.11% 
 

1.61% 

  
   

  
25 4-Year Rate Reduction (Rate Case Expense) 

  
$2,023  

          



Docket No. 150269-WS  
Date: June 23, 2016 

 - 15 - 

 

UTILITIES, INC. OF FLORIDA     SCHEDULE NO. 3 
CAPITAL STRUCTURE 

  
DOCKET NO. 150269-WS 

DECEMBER 31, 2015         

  ($) AMOUNT RATIO 
COST 
RATE 

WEIGHTED            
COST 

  
   

  
PER 2015 ANNUAL REPORT 

   
  

Common Equity   $5,330,494  46.96% 10.69% 5.02% 
Long-Term Debt    4,751,261  41.86% 6.66% 2.79% 
Short-Term Debt          14,899  0.13% 10.08% 0.01% 
Customer Deposits          53,988  0.48% 6.00% 0.03% 
Deferred Income Taxes    1,199,429  10.57% 0.00% 0.00% 
Total  $11,350,071  100.00% 

 
7.85% 

  
   

  
  

   
  

STAFF RECOMMENDATION 
   

  
Common Equity    $5,330,494  46.96% 10.38% 4.87% 
Long-Term Debt    4,751,261  41.86% 6.66% 2.79% 
Short-Term Debt          14,899  0.13% 10.08% 0.01% 
Customer Deposits          53,988  0.48% 2.00% 0.01% 
Deferred Income Taxes    1,199,429  10.57% 0.00% 0.00% 
Total  $11,350,071  100.00% 

 
7.68% 
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UTILITIES, INC. OF FLORIDA     SCHEDULE NO. 4 
RATE CASE EXPENSE      DOCKET NO. 150269-WS 
  STAFF       
  ADJUSTED MARION SEMINOLE PASCO 
  

   
  

Updated Total Rate Case Expense (a) $28,779  
  

  

  
   

  
Customer Notices - Postage         (3,963) 

  
  

Customer Notices - Stock               (508) 
  

  
Adjustments for PASCO County Items Only: 

   
  

12/27/15 - Loss of Irrigation Revenues               (252) 
  

  
03/31/16 - Staff's 3rd Data Request                 (36) 

  
  

04/07/16 - Conference Call ($72 x .667)                 (48) 
  

  
04/08/16 - Conf. Call & Correspondence ($72 x .667)                 (48) 

  
  

04/12/16 - Pasco Customer Meeting Travel           (5,400) 
  

  
04/16/16 - Staff's 3rd Data Request                 (72) 

  
  

04/16/16 - Pasco County Issue                 (72) 
  

  
04/18/16 - Travel (Pasco)              (241) 

  
  

04/26/16 - Staff's 3rd Data Request                 (72) 
  

  
05/04/16 - Staff's 4th Data Request                 (36) 

  
  

05/13/16 - Staff's 4th Data Request                 (72) 
  

  
Total Adjustments         ($10,820) 

  
  

  
   

  
Adjusted Rate Case Expense (1/3 to each County) $17,959  $5,986  $5,986  $5,987  
  

   
  

Customer Notices - Postage (16.8%/39.3%/43.9%)              3,963                  666              1,557                  1,740  
Customer Notices - Stock (16.8%/39.3%/43.9%)                 508                    85                  200                    223  
  

   
  

Total Rate Case Expense $22,430  $6,737  $7,743  $7,950  

  
   

  
4-Year Amortization 

 
$1,684  $1,936    

  
   

  
Notes: 

   
  

(a) Document No. 03733-16. 
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UTILITIES, INC. OF FLORIDA - MARION COUNTY SCHEDULE NO. 5
MONTHLY WATER RATES

UTILITY STAFF 4 YEAR
CURRENT RECOMMENDED RATE

RATES RATES REDUCTION

Residential and General Service
Base Facility Charge by Meter Size
5/8"X3/4" $3.70 $4.78 $0.04
1" $9.26 $11.95 $0.10
1-1/2" $18.52 $23.90 $0.21
2" $29.62 $38.24 $0.33
3" $59.24 $76.48 $0.67
4" $92.57 $119.50 $1.04
6" $185.13 $239.00 $2.08

Charge per 1,000 gallons $2.24 $2.90 $0.03

Typical Residential 5/8" x 3/4" Meter Bill Comparison
3,000 Gallons $10.42 $13.48
8,000 Gallons $21.62 $27.98
16,000 Gallons $39.54 $51.18

DOCKET NO. 150269-WS
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UTILITIES, INC. OF FLORIDA - SEMINOLE COUNTY, EXCLUDING SANLANDO SCHEDULE NO. 6
MONTHLY WATER RATES

UTILITY STAFF 4 YEAR
CURRENT RECOMMENDED RATE

RATES RATES REDUCTION

Residential and General Service
Base Facility Charge by Meter Size
5/8"X3/4" $8.32 $8.46 $0.02
1" $20.79 $21.15 $0.04
1-1/2" $41.58 $42.30 $0.08
2" $66.52 $67.68 $0.14
3" $133.06 $135.36 $0.27
4" $207.89 $211.50 $0.42
6" $415.79 $423.00 $0.85

Charge per 1,000 gallons - Residential
0 - 8,000 gallons $3.70 $3.76 $0.01
8,001 - 16,000 gallons $6.46 $6.57 $0.01
Over 16,000 gallons $8.31 $8.45 $0.02

Charge per 1,000 gallons - General Service $4.34 $4.41 $0.01

Typical Residential 5/8" x 3/4" Meter Bill Comparison
3,000 Gallons $19.42 $19.74
8,000 Gallons $37.92 $38.54
16,000 Gallons $89.60 $91.10

DOCKET NO. 150269-WS
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Public Service Commission 
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Docket No. 160093-EI - Petition for approval of modifications to standby 
generation tariff and program participation standards, by Duke Energy Florida, 
LLC. 

AGENDA: 07/07116- Regular Agenda- Tariff Filing- Interested Persons May Participate 

COMMISSIONERS ASSIGNED: All Commissioners 

PREHEARING OFFICER: 

CRITICAL DATES: 

SPECIAL INSTRUCTIONS: 

Administrative 

60-Day Suspension Date Waived by the Company Until 
the 7/7/16 Agenda Conference 

None 

Case Background 

On April 19, 2016, Duke Energy Florida, LLC (Duke) filed a petition for approval of 
modifications to its standby generation program tariff and program participation standards 
(program standards). 

The standby generation program is one of several commercial/industrial programs the 
Commission approved in 2015 as part of Duke's Demand Side Management (DSM) plan and 
associated tariffs. 1 The standby generation program is designed to reduce Duke's peak demand 
based on control of customer equipment. The program is voluntary and is available to all 

1 Order No. PSC-15-0332-PAA-EG, issued August 20, 2015, in Docket No. 150083-EG, In re: Petition for approval 

of demand-side management plan of Duke Energy Florida, Inc. 

I -n 
-o 
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FPSC Commission Clerk
FILED JUN 23, 2016
DOCUMENT NO. 03958-16
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commercial and industrial customers that have on-site generation capability and are willing to 
reduce their Duke demand when required by initiating their own generation. The program is 
offered through rate schedule GSLM-2, and provides monthly credits based on the participants' 
ability to reduce demand. 

Based on Environmental Protection Agency (EPA) regulations regarding emission standards for 
standby generation equipment in effect in 2015, Duke's standby generation program was split 
into two options: Schedule A (emergency standby generation) and Schedule B (non-emergency 
standby generation). Schedule A was open to customers whose standby generation equipment 
was not compliant with EPA regulations, but could be dispatched by Duke up to 1 00 hours 
during emergency situations (i.e., severe capacity constraints on Duke's system). Schedule B was 
open only to those customers whose equipment was compliant with EPA regulations and could 
be dispatched by Duke any time. 

Effective May 1, 2016, revised EPA regulations require owners of generators to comply with 
new emission standards for hazardous air pollutants. Therefore, customers with standby 
generation equipment that is not compliant with EPA regulations face more restrictions on 
operation, which limits the ability of Duke to dispatch them as necessary? Duke's proposed tariff 
modifications update the tariff to conform with the revised EPA regulations and allow non­
compliant (i.e., Schedule A) customers to remain on the tariff until December 31, 2016, so that 
those customers have time to bring their generation equipment into compliance. 

Duke's original April19, 2016 proposed tariff revisions reference specific EPA rules with which 
customers with standby generation must comply. On May 11, 2016, Duke filed revised tariff 
pages that substituted generic language for the technical language used in the original filing. 3 On 
May 13, 2016, Duke filed revised program standards consistent with the revised tariff pages filed 
on May 11, 2016. Attachment 1 contains the May 11 proposed tariff. Exhibit D to the petition 
contains a sample copy of the letter Duke sent to its standby generation customers. The 
Commission has jurisdiction over this matter pursuant to Sections 366.03, 366.04, 366.05, and 
366.06, Florida Statutes. 

2 Equipment owners remain responsible for ensuring that standby generators participating in Duke's tariff program 
are compliant with EPA rules, not Duke. 
3 The use of generic language is similar to, for example, what Tampa Electric Company uses in its standby tariff. 

-2-
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Discussion of Issues 

Issue 1 

Issue 1: Should the Commission approve Duke's proposed modifications to its standby 
generation tariff and program standards effective December 31, 2016, and allow Schedule A 
customers to remain on the tariff until December 31, 2016, to bring their generation equipment 
into compliance with the revised EPA rules? 

Recommendation: Yes, staff recommends that the Commission approve Duke's proposed 
modifications to its standby generation tariff and program standards effective December 31, 
2016, and allow current Schedule A customers to remain on the tariff until December 31, 2016, 
to bring their generation equipment into compliance with the revised EPA rules. (Ollila, Wooten) 

Staff Analysis: Duke's proposed modifications update its standby tariff and program 
participation standards to conform with current EPA regulations. Customers with standby 
generation include grocery stores and hospitals. Duke currently has 288 customers on the 

standby tariff. 

Duke's original proposed modifications contained language specific to the applicable federal 

regulation. In the May 11 revisions, Duke removed language referring to specific EPA 
requirements and replaced it with generic terms, i.e., applicable federal, state, and local codes 
and rules. The revision also includes language stating that customers are responsible for ensuring 
that equipment remains compliant with all applicable federal, state, and local codes and rules. 

Beginning in April 2016, Duke contacted its standby customers by letter, email, telephone calls, 

and face-to-face meetings to explain the EPA rule changes and Duke's proposals. The letter 

explained the rule changes and the customers' options. The letter asked that the customer provide 
Duke with notice of whether or not the customer's equipment is compliant by May 31, 2016. If 

the equipment is not compliant, the letter asked if the customer intends to upgrade its equipment, 
and if yes, asked the customer to attest to that compliance prior to December 31, 2016. For 
customers who are not compliant, Duke proposes that they be given until December 31, 2016 to 
comply. Duke reported that as of June 15, 2016, 141 of the 288 customers participating in the 
standby program comply with current EPA regulations, 1 0 are not compliant but intend to 
upgrade, 15 are non-compliant and do not intend to upgrade, and 122 responses are pending. 

Customers who are not compliant by December 31, 2016 will be removed from the standby 

generation tariff. Customers will need to provide certification that their generation equipment is 
compliant with all applicable federal, state, and local codes and rules in order to continue 
participation in the standby generation program and tariff. 

All customers are credited a monthly amount based on their standby generator rating (capacity) 

as well as an amount when the standby generator is used. Customers who do not certify that their 
equipment is compliant will continue to be credited the monthly amount based on their standby 
generator rating until they are removed from the tariff effective Decem her 31, 2016. 

Schedule A customers who certify that their equipment is compliant will receive an increase in 
the per kilowatt hour (kWh) credit from $0.05 to the Schedule B credit of $0.50 per kWh. 
Providing a greater credit per kWh, according to Duke, serves as an incentive for Schedule A 

- 3-
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Issue I 

customers to become compliant, which in tum provides Duke with more flexibility in its use of 
standby generation. 

The only change to the current program standards is in Section 3, which was made to be 
consistent with the tariff language. 

Conclusion 
Staff believes that current regulations necessitate Duke's tariff modification and that Duke's 
more generic wording is reasonable and likely to promote efficiency by requiring fewer tariff 
changes in the future. The proposed change to the program participation standards comports with 
the tariff modifications. Staff believes it is reasonable to give customers who are not compliant 
an opportunity to upgrade their equipment in order to become compliant and that Duke's 
proposed effective date for customers to become compliant is also reasonable. 

Staff recommends that the Commission approve Duke's proposed modifications to its standby 
generation tariff and program standards effective December 31, 2016, and allow current 
Schedule A customers to remain on the tariff until December 31, 2016, to bring their generation 
equipment into compliance with the revised EPA rules. 

-4-
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Issue 2: Should this docket be closed? 

Issue 2 

Recommendation: If Issue I is approved and no timely protest is filed, this docket should be 
closed upon the issuance of a consummating order. (Brownless) 

Staff Analysis: If Issue I is approved and no timely protest is filed, this docket should be 
closed upon the issuance of a consummating order. 

- 5 -
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{ SECTION NO. VI 
NIIFH REVISED SHEE7 NO. &225 
CANCELS EIGHTH REVI ~.EC• SHEET NO E..225 

FatJ£: ~ of2 

RATE SCHEDULE GSLM-2 
GENERAL SERVICE LOAD MANAGEMENT- STANDBY GENERATION 

Avai.lability: 
Available ont., within the ran..1e of tne Comoanv·s radio switch communications ca.oabilr!v. 

Applicable: 
To customerswt'O ara e19ible fa ser~e undi:r Rae Seh£.jules GS-1, GST-1. GSD-1, or GSOT-1 who have stan.~ by generation tt\31 
willaHow facility demand red~n at tl'e req~JA...stoftt'.eCompa~. Thecustcmer'sStardbyGeneration Capaci1ycak:ula1ion must be 
at ~st 5V kW in order to remainel~ible for tl\1 rate. Customers canna be on tllis rates:: ~Ia and also tile General SeN iee L.oaa 
Management (GSU.,-t) rate sc htdule. Not applicablcto Net Mf:erirg cllSlomars. C 1151cmel!i camot use too star.dby g.<"-.neration for 
pr:ak sllaving. A\'ailibl: only to those c IS\:>mes whose stlndby genen~ione-~uip~nt is compliant with all applicable fejeral. state. 
and local codes and rules. 

Limitation of Service: 
Operat~n ofttl.ecus1:.mer se~utpment·~ill occvr attr.e Canparr)'s reQ&.i:St Re:uc15 by tl".e Com pan)' for tt.= customer to rE:duce 
faci!il)• <H=marcl b'y oper:t ior. of their ~ar.d)'y ~nerawn car. occur at any tim a Pa....er tot 1\e facility from the Compar.y will normall)o 
remain as ba~k up po'h£Jforthestarcibyg.eneralion. n.e Cus10merwill be gr\'!:r. fift£:el (15} mint.i1:S to inrtia~ U'e demand redu<:tior. 
before tr.e capacity calculation tsee Definitions} is impa.:t~. 

Stal'ldby or resale s~MCe r.ot perrnm~:t h~r.:w•j~r. Sar~ioe urv.li:rthrs ra~ rs stb_P-a to tile ComJX~r.{s ct~rrer:tty effcctr~e al\-j fi~ 
-General Rue arv.f Regulat.ons for Ele-:1ric Service.-

Rate Per Month: 
The rates aoo all other terms an.:Scor~::smor.sofCcm~y Ra1eSch£o::JIJes GS-t. GST·1. GSO-t or GSDT-1 (t'lhich.:=vi:r s~allottlerhis~ 
be applicable} sllall bt: applic.abk: to s-e-r~.:= Llnat:r this rate schejule. subj=:t to thf: folbo'1ing: 

GSLM-2 MONTHLY CREDIT AMOUNT 
STANDBY GENERATION 

Cumulative Fiscal Year Hours 

AIICRH 

lmmeoiately upon goin-;r on t~ rate, th.e CtSIOmers Capacity {C) is set to a value equivalen11o tJ)e bad tile custom~r s staMb'y 
generator carries duri~ teslin.g obs~ b'J th-e Cusbmer and a Compary represercawe. The C 'iJ ill remain at tl\at value until1hoe 
equipment is requesej to run by tl\eCompany. 1'1\e C forth:.t matth andsub~uert morthswilt be a ca.lculate-::J \'alu-e ba.sf:d upo11 
t~ foiiO'o'1iJI.a formula: 

C = kWh annual 
[CAH - {;; of Re-~t.teits x ~~ hour}) 

Definitions: 

kWh annual= Actual measured k\oVh genera1e::l by thi:starabygerH:ra1:>! during too pr.::-~us twelve (12} months durif19 Company 
control perioojs (rollin; totarj. 

C/o.H = 

CRH = 

z;of 

Requ-=-..sts = 

kWh monthly = 

Cum~.olatr~e ho:ss reqt.a~ by the Company fat hoe sarv.:lty -;en«aton to operaeforthe pr.e\'ioustv..et~ (!2) matths 
(rollir.g t01a!j. 

Cumul3trrie s1an~yger:eral:)r rur:nirg hours(Jt.tnr.g requestp::rioas of the Company for th.e current fiscal )•ear (the 
fiscal year ~ins or. th.e month th-e customer -;JOOS on th-e GSLM-2. rate} 

Tt:.e cumulatr~-= r.umoor of time;tl"..e Ccmpa"' !las I'C!':IU-este:: the ;tand~· a.er.~ator 10 be operate-:~ for the previollS 
t'o'1et\'e {12} months (roftir.·~ totarj. 

~t ~.oal mess u red W/h g~r..eG!e::J by th.e sta rc Dy ·3er.era10r fort he cunert mo11~ (J unr.·; Company control periods. 

:Cor.timu:d on F3[J: l~o. 2; 

ISSIJE[:E'I': Ja·.iel .1. Pc11uc-ndu Din:ct::1 Rates & Rt-gul~tol~ Stra:.tegy- FL 

EFFEC11VE: Decemb.:r ::.1. ~L•1S 
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SEC"71;)1~ NO. VI 
FOUH-H REVISE[· SHEI:. T NO. C..22t3 

CANCELS IHIRC REV I SEC SHEE-:- NO. (-.226. 

--------·-------·---------~------------

RATE SCHEDULE GSLM-2 
GENERAL SERVICE LOAD MANAGEMENT- STANDBY GENERATION 

{Contin~;f:d from Page No. 1} 

Attachment I 
Page 2 of2 

This S per kWfl rate reprt:senuar. ir..:ertive- cre-:li11o suppon Cust~mer O&M asso:iate-~ "l1ith rLtn time f'E'=!Ltoeste-d b>• the Company. 

DEF Y1ill perooicslly revi£-11 this tncen.tive rate ar .. :i rr::quest cl'.ang:s as deemed appropriate. 

Special Provisions: 

1. Thf: Company snail bealb't'..e:-::1 rea.son.at:te access to the customt:r"s premises to install. maintain. inspect, tat and remo11e the 
equipment associated with this rate. 

2. Priortotl\.e installationofth-ea~upmerl, theCanpcr.y may insp&a tl'ecustomer"s€:learY.:alequi~r.1{in<:ll.din.a st.ar..:Sby generator} 
toensuregood repair and worldng cmdition, bu1the Comp;lnyshsU not be respcrlSit:ieforttK:repairor maintenance of the eJ-ect tical 
equipment ftr•C·h~:fingstarnbygenera10r}. The Compa~ mCJ¥,at its op1ion, require a commercial en-erg)' auoit as a prerequisite to 
receiving servt:le unde-this rat£:. Tl\.eaudit may be use:Hoestat1ish orcCJifirmt=QuipmentcaJ)3:ity,op::ratin-a hours. or to determine 
th-e ability of ti'K: Company to control electric demand. 

3. Pnorto install&l.,n of th!!t:qLipm-en1, th·ecLS10ma" mu51 prO'~i::lettE Companyv.ri'lh oo.:umenta110n certifyif19 customer's generation 
r:Quipmsl'1 is compliant wit~ all applicable federal. state. and local co:t-es an-::1 rules. 

4. Customersare resp:r.sil:"iefo~ er.surir-'ijti"-at e-~Lipmir-1 remair,scompliantwith allapph:ablefmerai. mre.and loca co:li:!i ar..:t 
rules. 

5. lfth-eComp.any·le'lem1in;::s tha ti':-ee-~uiprrer.t installs-: as p.a"oftl:tSrateby too Company has been tampere-::1 with, th-e Compan)• 
may 01scominu-e servi:.r: Lnoer this rate an-:: bill the customer for pror credits rec:.ei\'e-::1 u11-:er this rate for tl\:11 fiscal year. 

L------··-·---~·---------·-----------·--·-~-----·-
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State of Florida 
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DATE: June 23, 20 16 

FROM : 

Office of Commission Clerk (Stauffer) ~ 

D. . . f E . (R010f{!O )e-~9,, ~~ (:JO 
tVISIOn o - conomics orne, raper , 

Office of the General Counsel (Mapp) tU)\ ~ 

TO: 

RE : Docket o. 160033-GU - Petiti on for limited proceeding to restructure rates by St. 
Joe Natura l Gas Company, Inc. 

AGENDA: 07/0711 6- Regular Agenda- Proposed Agency Action - Interested Persons May 
Participate 

COMMISSIONERS ASSIGNED: A ll Commissioners 

PREHEARING OFFICER: Graham 

CRITICAL DATES: 07/07116 (Wai ver of 60-day tariff clock to 07/07116) 

SPECIAL INSTRUCTIONS: one 

Case Background 

On February 12,2016, St. Joe Natura l Gas Company, Inc. (St. Joe) filed a request for approval to 
restructure its rates to address a shortfall in revenues due to the permanent loss of its largest and 
only industrial customer, the Arizona Chemical Company. St. Joe is a gas utility subject to the 
regulatory jurisdiction of the Commiss ion pursuant to Section 366.06, Florida Statutes (F.S.). 

St. Joe filed its petition as a request for a limited proceeding pursuant to Section 366.076, F.S. , 
and Commission Rule 25-7.0391, Florida Administrative Code (F.A.C.), and requested that the 
peti tion be processed using the Commiss ion 's proposed agency action procedure pursuant to 
subsection 366.06(4), F.S. On March 10, 20 16, St. Joe agreed to waive the 60-day statutory file 
and suspend date for the proposed tariff revisions submitted w ith its petition pursuant to 
subsection 366.06(3), F.S. 
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The Commission has approved rate restructurings for gas utilities in limited proceedings filed 
using the proposed agency action procedure on prior occasions. In 1987, the Commission 
approved the reallocation of West Florida Natural Gas Company's revenue shortfall resulting 
from reduced sales to interruptible industrial customers. 1 In 2002, the Commission approved 
Indiantown Gas Company's rate restructuring to more closely align the rates of customers with 
the costs to serve them, and to help ensure the retention of load associated with two large 
industrial customers.2 

The Commission approved St. Joe's current rates in 2008.3 In the instant petition, St. Joe is not 
requesting any changes to the total revenue requirement, operating expenses, rate base, or cost of 
capital that were approved in the 2008 rate case proceeding. Rather, St. Joe seeks only to have its 
rates restructured so that it will be able to achieve the revenues that were authorized in that 
proceeding. Specifically, St. Joe requests to reallocate the $285,011 annual revenue deficiency 
sustained from the loss of Arizona Chemical Company (Arizona) to the remaining customer 
classes according to the ratio that each class's revenues had to total revenues authorized in the 
2008 rate case, minus Arizona's revenue contribution. 

During its evaluation of the petition, staff issued a data request to St. Joe for which a response 
was received on March 24, 2016. On April 11, 2016, staff convened a customer meeting in Port 
St. Joe to hear and respond to customer testimony and questions related to the utility's petition. 
Three customers provided comments at the customer meeting. The Commission has jurisdiction 
over this matter pursuant to Section 366.06, F.S. 

1 Order No. 17664, issued June 5, 1987, in Docket No. 870277-GU, In re: Petition of West Florida Natural Gas 
Company for a limited proceeding to restructure rates. West Florida Natural Gas Company merged with Tampa 
Electric Company d/b/a Peoples Gas System in 1997. See Order No. PSC-97-1530-FOF-GU, issued December 8, 
1997, in Docket No. 971134-GU, In re: Request for acknowledgment of change in name from West Florida Natural 
Gas Company to Tampa Electric Company d/b/a Peoples Gas System, due to June 30, 1997 merger of West Florida 
with Tampa Electric Company. 
2 Order No. PSC-02-1666-PAA-GU, issued November 26, 2002, in Docket No. 020470-GU, In re: Request for 
limited proceeding by Indiantown Gas Company for approval of Natural Gas Tariff, Original Volume No. 2, 
implementing restructured rates. 
3 Order No. PSC-08-0436-PAA-GU, issued July 8, 2008, in Docket No. 070592-GU, In re: Petition for rate 
increase by St. Joe Natural Gas Company, Inc. 
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Discussion of Issues 

Issue 1: Should the Commission approve St. Joe's request for rate restructuring? 

Issue 1 

Recommendation: Yes, the Commission should approve St. Joe's request for rate 
restructuring and the associated rates as shown in Table 1-1 of this recommendation. The 
restructured rates should become effective for meter readings on or after August 7, 2016. Within 
10 days of the Commission's vote, St. Joe should submit revised tariff sheets reflecting the 
changes to the gas delivery service rates for administrative approval by staff. Pursuant to Rule 
25-22.0406(8), F.A.C., customers should be notified of the revised rates in their first bill 
containing the new rates. St. Joe should submit a copy of the notice to staff for approval prior to 
its use. If in the future another customer desires to take service under St. Joe's FTS-5 rate 
schedule, St. Joe should file documentation with the Commission Clerk (in Docket No. 160000-
0T) which shows that the tariff rate is adequate to recover the cost to serve the new customer. 
(Rome, Draper) 

Staff Analysis: The proposed revenue neutral restructured rates are intended to recover no 
more revenues than were approved in St. Joe's 2008 rate case proceeding. St. Joe seeks approval 
only for revisions to its residential and commercial gas delivery service rates, which recover St. 
Joe's costs to own and operate its distribution system. Customers also pay a customer charge and 
a purchased gas adjustment factor which are not affected by this proposal. 

Background 
St. Joe currently serves approximately 2,954 residential and commercial customers in Port St. 
Joe, Mexico Beach, Wewahitchka, and unincorporated areas of Gulf County, Florida. In St. Joe's 
2008 rate case proceeding, the Commission identified industrial customer Arizona as being 
potentially at risk regarding its ability to continue operations.4 

For business reasons outside of St. Joe's control, Arizona closed its operations in 2009. Arizona 
was the only customer taking service under St. Joe's FTS-5 rate schedule and at the time of the 
2008 rate case, Arizona represented approximately 77 percent of St. Joe's gas throughput and 20 
percent of its total revenues.5 Due to the closure of Arizona, St. Joe stated that it no longer has 
any customers taking service under the FTS-5 rate schedule and has received no revenues from 
this rate class since 2009. St. Joe stated that as a result of Arizona's closure, it receives annual 
revenues that are $285,011 less than the revenues approved by the Commission in Order No. 
PSC-08-0436-PAA-GU. 

As a result of general economic conditions since 2008, the number of St. Joe's residential and 
commercial customers and their therm usage has not changed significantly. During the 2008 rate 
case, St. Joe provided testimony that a proposed new development (Windmark II) had the 
potential to lead to new customer growth.6 However, in response to staffs data request in the 
instant docket, St. Joe stated that due to the recession, the Windmark II development has been 
scaled back from approximately 1,500 residential units to a residential subdivision of 130 lots. 

4 ld., p. 14. 
s ld., pp. 13-14. 
6 Id., p. 6. 
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Issue 1 

St. Joe also stated that to date there are approximately 38 residential homes built in Windmark II, 
of which 30 are currently natural gas customers of the utility. Finally, St. Joe further stated that it 
chose to defer seeking rate relief until the instant docket due to the loss of jobs in the community 
caused by the closing of Arizona and the loss of residential customers' homes as a result of the 
mortgage crisis. 

Comparison of Limited Proceeding versus Standard Rate Case Proceeding 
St. Joe asserts that filing the instant petition as a limited proceeding is advantageous because it 
offers the opportunity for efficient resolution of a rate relief issue that is limited in scope and 
benefits customers by avoiding the expenses associated with a full and lengthy rate case. The 
Commission approved $55,003 in rate case expense in St. Joe's last rate case proceeding.7 In its 
response to stafr s data request, St. Joe stated that it had incurred approximately $1 0,000 in 
expenses to date in the instant limited proceeding. However, staff notes that St. Joe is not seeking 
to recover any costs associated with this filing from its customers. Therefore, St. Joe's assertion 
that filing the instant petition as a limited proceeding is preferable to a regular rate case filing 
appears to be reasonable. 

Customer Meeting 
Staff conducted a customer meeting in Port St. Joe, Florida, on April 11, 2016. Three customers 
provided comments for the record. The first speaker expressed objections to the increased gas 
delivery service rates that would result from the proposed rate restructuring; the customer 
suggested that the proposed increase was inappropriate since returns on bank money market 
accounts were so low. The customer also suggested that increases to gas rates could cause 
customers to convert to all-electric homes. The second speaker suggested that St. Joe take a more 
proactive role to solicit new customers to help in recovering the revenue shortfall from the loss 
of Arizona. The third speaker suggested that in general the increase appeared to be reasonable 
when one considered that the last increase was eight years ago. Customers did not state any 
quality of service complaints. No written comments were received in the docket file. 

Evaluation of Proposed Rate Restructuring 
To recover the $285,011 annual revenue deficiency caused by the loss of Arizona, St. Joe 
proposes to reallocate the revenue deficiency to the remaining customer classes according to the 
ratio that each class's revenues had to total revenues authorized in the 2008 rate case, minus 
Arizona's revenue contribution. The proposed rate restructuring would result in increases to the 
gas delivery service rates under residential rate schedule·s RS-1, RS-2, and RS-3, and commercial 
rate schedules GS-1, GS-2, GS-4, FTS-1, FTS-2, and FTS-4. 8 

Restructuring Methodology 
In schedules provided in support of the current petition, St. Joe established its starting point for 
the rate restructuring presentation by providing the Commission-approved rate base, revenues, 
expenses, and rate of return from the 2008 rate case. St. Joe removed the revenues attributable to 
Arizona and then determined the percentage that each rate schedule comprised of the remaining 

7 ld., pp. 10-11. 
8 The Commission approved the elimination of the GS-3 and FTS-3 rate schedules in Order No. PSC-11-0396-TRF­
GU, issued September 21,2011, in Docket No. 110241-GU, In re: Petition by St. Joe Natural Gas Company, Inc. to 
reorganize the applicability of general service rate schedules and eliminate the GS-3 rate schedule. 
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system revenues. These percentages then were used to reallocate the annual Arizona-related 
revenues of $285,011 proportionately among the other rate schedules. To illustrate the 
calculation for one rate class, in the 2008 rate case the rates for the RS-1 rate schedule were set 
to provide 18.63 percent of total revenues excluding Arizona. Thus, the RS-1 rate schedule is 
now allocated $53,099 ($285,011 x 18.63%) of the Arizona-related revenues. The same 
methodology was used to reallocate the expenses and taxes associated with Arizona 
proportionately among the other rate schedules; therefore, the proposed post-restructuring rate of 
return on investment of 5.44 percent is equal to the rate of return approved for St. Joe in the 2008 
rate case. 

In response to staffs data request, St. Joe confirmed that the total rate base associated with 
serving Arizona was $7,849 and that this amount was retired from the company's rate base in 
January 201 0; therefore, the company no longer earns a return on that amount. Staff believes that 
the impact of this retirement on St. Joe's rate base and its rate of return on investment is de 
minimis. St. Joe further stated that it has not realized any material savings in operation and 
maintenance costs as a result of no longer serving Arizona. This is due to the close proximity of 
Arizona's facilities to St. Joe's natural gas main and the fact that St. Joe provided service to 
Arizona through only three meters with less than 50 feet of dedicated pipeline. 

St. Joe also provided schedules in support of its petition indicating that in the absence of rate 
relief, the utility forecasts that it will have a negative net operating income and negative return 
on common equity. This assertion is consistent with information provided in St. Joe's Earnings 
Surveillance Report (ESR) for the twelve months ending December 31, 2015, in which St. Joe 
reported a net operating income for the year of($111,647). Staffs calculation of St. Joe's return 
on common equity based on information provided in the ESR is (11.03) percent. 

Customer Impacts 
All of St. Joe's residential customers are retail sales customers. Commercial customers may elect 
either sales or transportation service. Commercial sales customers receive their gas supply 
directly from St. Joe and take service under the GS rate schedules. Transportation customers 
arrange for the purchase of the gas through a gas marketer and take service under the FTS rate 
schedules. The base rate charges are the same for commercial sales and transportation customers. 
At this time, all of St. Joe's commercial customers are retail sales customers with the exception 
of one transportation customer that takes service under the FTS-4 rate schedule. A comparison of 
St. Joe's current and proposed gas delivery service rates is shown in Table 1-1 below. The rates 
shown in Table 1-1 do not include the cost of the gas itself. 
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Table 1-1 
c ompar1son o fC urren an ropose e 1very t dP dO I" 5 erv1ce R t a es 

Annual Usage Current Delivery Rate Proposed Delivery Rate 
Rate Schedule (Therms) (Cost per Therm) (Cost per Therm) 

'. . ,• ~ ,· . ' '' · .. •- ".': .. ·. 1' · .. :,~:-,' .::,:~,· .. :}:-·"·:· __ ~,~_~J,_:::~:}::':-,zr:~ ... 

RS-1 Less than 1 50 $0.70441 $1.29614 
RS-2 150-299 $0.56729 $0.87058 
RS-3 300 or more $0.50381 $0.72859 
GS-1/FTS-1 Less than 2,000 $0.43981 $0.66605 
GS-2/FTS-2 2,000 - 87,500 $0.31801 $0.42319 
GS-4/FTS-4 87,500- 1,000,000 $0.11749 $0.15840 
Source: St. Joe Petition Schedule 5. 

The impact to a typical customer bill of the proposed rates is shown for each rate schedule in 
Table 1-2 below. For all rate schedules shown with the exception of FTS-4, the bills listed 
include the customer charge, gas delivery service charge, and St. Joe's current gas cost of $0.55 
per therm. The bill for rate schedule FTS-4 does not include the cost of gas because the customer 
is a transportation service customer. St. Joe does not currently have any customers taking service 
under rate schedules GS-4, FTS-1, or FTS-2. The bills do not include conservation costs, utility 
taxes, franchise fees, or gross receipts taxes. 

Table 1-2 
Companson of Typical Current and Proposed Monthly Bills 

Average Monthly 
Rate Schedule Usage (Therms) Current Monthly Bill Proposed Monthly Bill 

- ~ ---~~-~ -~'!. -~~-~~:--· :·-~.-.... , ·.-::~-:·~·.-:-- -· ~ ·-··'? ": 

. .. · .~ ~ -~ !-;_-.. ~~' _: --~ ~~ · .. --~-:-#-~~-2::·~~1 
.. ~- .. ... ---- ... - \ 

: ·:····· 
,._. '. '. 

: .. 

RS-1 8 $23.04 $27.77 
RS-2 18 $36.11 $41.57 
RS-3 31 $52.67 $59.64 
GS-1 34 $53.65 $61.35 
GS-2 481 $487.51 $538.11 
FTS-4 31,000 $5,642.19 $6,910.37 
Source: St. Joe Petition Schedule 5. 

For purposes of comparison, Table 1-3 below shows the dollar and percentage increases in 
typical bills proposed in the instant petition for each rate schedule, as compared to the increases 
approved by the Commission in St. Joe's 2008 rate case. As the table shows, the resultant bill 
increases proposed in this docket would be less than the increases approved in the 2008 rate case 
for all rate schedules. 
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Table 1-3 
·n Comparison of 2016 vs. 2008 Increases in Typica Monthly 81 s 

2008 Percentage 2016 Percentage 
Rate Schedule 2008 Increase Increase 2016 Increase Increase 

. .. . ···,, '. .. > .. r·: c' ' .. .• ·•·. . . " . . -~ .. ' 
~ -~; 4~ -r:: ·~\• 

; :· ~i :, ./>_;·::· :.·:~,<~;~,; : . . •.:. : . ; 
.. : . . • 0 I • r • ~ • ' .J '' .. ' 

RS-1 $6.59 34.54% $4.73 20.55% 
RS-2 $10.36 32.70% $5.46 15.12% 
RS-3 $14.81 30.82% $6.97 13.23% 
GS-1 $13.00 25.08% $7.70 14.34% 
GS-2 $83.56 14.87% $50.60 10.38% 
FTS-4 $2,133.98 60.83% $1,268.18 22.48% 
Sources: St. Joe Petition Schedule 5, and Order No. PSC-08-0436-PAA-GU, Schedule 5. 

St. Joe's FTS-5 Rate Schedule 
The rates in the FTS-5 rate schedule under which Arizona formerly took service were established 
in the 2008 rate case based on Arizona's estimated cost to bypass St. Joe's system. This proposed 
target revenue for the FTS-5 rate schedule enabled St. Joe to retain Arizona as a customer, who 
even at reduced rates, made contributions to the recovery of St. Joe's fixed costs. The FTS-5 rate 
schedule is applicable to transportation customers whose annual volumes are 1 million therms or 
more; there are no customers taking service under this rate schedule at the present time. St. Joe 
did not request any changes to its FTS-5 rate schedule in its current petition and staff is not 
recommending any changes at this time. However, in the event that a new customer desires to 
take service under the FTS-5 rate schedule, staff recommends that St. Joe file documentation 
with the Commission to illustrate that the tariff rate is adequate to recover the cost to serve the 
new customer. 

Conclusion 
The proposed revenue neutral restructured rates are intended to recover no more revenues than 
were approved in St. Joe's 2008 rate case proceeding. The proposed post-restructuring rate of 
return on investment of 5.44 percent is equal to the rate of return approved for St. Joe in the 2008 
rate case. Based on staffs review of the 2008 rate case proceedings and the information provided 
in this docket, St. Joe's proposed rate restructuring appears to be reasonable. 

Staff recommends that the Commission approve St. Joe's request for rate restructuring and the 
associated rates as shown in Table 1-1 of this recommendation. The restructured rates should 
become effective for meter readings on or after August 7, 2016. Within 10 days of the 
Commission's vote, St. Joe should submit revised tariff sheets reflecting the changes to the gas 
delivery service rates for administrative approval by staff. Pursuant to Rule 25-22.0406(8), 
F.A.C., customers should be notified of the revised rates in their first bill containing the new 
rates. St. Joe should submit a copy of the notice to staff for approval prior to its use. If in the 
future another customer desires to take service under St. Joe's FTS-5 rate schedule, St. Joe 
should file documentation with the Commission Clerk (in Docket No. 160000-0T) which shows 
that the tariff rate is adequate to recover the cost to serve the new customer. 
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Issue 2: Should this docket be closed? 

Issue 2 

Recommendation: No. If no person whose substantial interests are affected by the proposed 
agency action files a protest within twenty-one days of the issuance of the order, a consummating 
order will be issued. The docket should remain open for staffs verification that the revised tariff 
sheets and customer notice have been filed by the utility and approved by staff. When the tariff 
and notice actions are complete, this docket may be closed administratively. (Mapp) 

Staff Analysis: If no person whose substantial interests are affected by the proposed agency 
action files a protest within twenty-one days of the issuance of the order, a consummating order 
will be issued. The docket should remain open for staffs verification that the revised tariff sheets 
and customer notice have been filed by the utility and approved by staff. When the tariff and 
notice actions are complete, this docket may be closed administratively. 
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Case Background 

Little Gasparilla Water Utili ty, Inc. , (Little Gasparilla or utility) is a Class B water utility serving 
approximately 37 1 customers on Little Gasparilla 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 Southem Water Use Caution Area (SWUCA) within the 
Southwest Florida Water Management District (SWFWMD). 

By Order No. PSC-14-0626-P AA-WU, issued October 29, 2014, in this docket, the utility was 
given until December 3, 2015, to complete the Phase II pro fonna construction of a new building 
and meter replacements. However, the utility encountered fi nancing issues and requested an 
extension of time to complete the Phase II pro fonna. By Order No. PSC- 16-0023-FOF-WU, 
issued January 12, 2016, the Commission approved the utili ty' s request for an extension of time 
to complete the required Phase II pro fonna by June 3, 2016. 
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On May 19, 2016, the utility notified staff that it would not be able to meet the June 3, 2016 
deadline for completing the Phase II pro forma plant items. Little Gasparilla requested that it be 
granted a second extension of approximately six months to complete the Phase II pro forma plant 
items. This recommendation addresses the utility's request for a second extension to complete its 
Phase II pro forma plant items. The Commission has jurisdiction pursuant to Section 367.121, 
Florida Statutes. 
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Discussion of Issues 

Issue 1 

Issue 1: Should the Commission approve Little Gasparilla's second request for extension of 
time to complete its 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 second request 
for an extension of time to complete its Phase II pro forma construction of a new building and 
meter replacements. The pro forma plant items should be completed before December 15, 2016. 
The utility is required to submit a copy of the final invoices and cancelled checks for the Phase II 
pro forma plant items. The utility should provide proof that a simplified employee pension plan 
has been established and that contributions to the fund have begun prior to Commission approval 
of Phase II rates. (Bruce) 

Staff Analysis: As mentioned in the case background, pursuant to Order No. PSC-16-0023-
FOF-WU, the utility was granted an extension until June 3, 2016, to complete Phase II pro forma 
construction of a new building and meter replacements. The utility indicated that the reason for 
the delay in completing the Phase II pro forma plant items was Charlotte County's potential 
action to repeal its mandatory water connection ordinance and the effect that it would have on 
the utility's ability to borrow funds to finance the pro forma plant items. 

The Charlotte County ordinance required connections to a centralized water system within one 
year of availability. Charlotte County did not repeal the mandatory water connection ordinance, 
but added a five-year grace period for residents who applied for the exception to the mandatory 
connection. The exception to the mandatory connection requirement expires on January 1, 2021. 
According to the Charlotte County ordinance, the existing residents who did not apply or were 
not approved for the exception to the mandatory connection requirement are expected to connect 
to the utility. The additional connections would pay Little Gasparilla's approved service 
availability charges, which would potentially increase the financial ability of the utility to pay its 
existing and any additional loans. However, due to the length of time it took Charlotte County to 
make its decision, the utility was required to revise projections that had been previously 
submitted, as loans are approved based on projections and Small Business Administration's 
(SBA) guaranty. The utility has submitted all of its required updated information. 

On May 26, 2016, the utility indicated Stonegate Bank had approved the loan. However, the 
approval and guaranty from the SBA is still pending. Since the utility is still awaiting financing 
to get the construction underway, staff recommends that the Commission should approve Little 
Gasparilla's second request for an extension of time to complete its pro forma construction of a 
new building and meter replacements. The pro forma plant items should be completed by 
December 15, 2016. The utility is required to submit a copy of the final invoices and cancelled 
checks for the Phase II pro forma plant items. Furthermore, in this docket, the utility is required 
to provide proof that a simplified employee pension plan has been established and that 
contributions to the fund have begun prior to Commission approval of Phase II rates. 
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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: 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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