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State of Florida

DATE:

TO:

FROM:

RE:

AGENDA:

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

Tallahassee, Florida 32399-0850

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

June 29, 2017

Office of Commission Clerk (Stauffer)

Office of Telecommunications (D. Flores '̂'̂ ?^^uilice 01 leiecommunicaiiuns riuxcb7 • /x/ v

Office ofthe General Counsel (S. Cuello, B. Lherisson)''*^*" ^ ^

Application for Certificate of Authority to Provide Telecommunications
Service

7/13/2017 - Consent Agenda - Proposed Agency Action - Interested
Persons May Participate

SPECIAL INSTRUCTIONS: None

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

DOCKET

NO. COMPANY NAME

170095-TX United Commercial Telecom, LLC

170111-TX SQF, LLC

CERT.

NO.

8904

8905

The Commission is vested with jurisdiction in this matter pursuant to Section 364.335, Florida
Statutes. Pursuant to Section 364.336, Florida Statutes, certificate holders must pay a minimum
annual Regulatory Assessment Fee if the certificate is active during any portion of the calendar
year. A Regulatory Assessment Fee Return Notice will be mailed each December to the entity
listed above for payment by January 30.

FPSC Commission Clerk
FILED JUN 29, 2017DOCUMENT NO. 05604-17FPSC - COMMISSION CLERK
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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-

June 29, 2017

Office of Commission Clerk (Stauffer)

Office ofTelecommunications (Fogleman, Long, WiUiaips)
Office of the General Counsel (Page)

Long, Williams

DATE:

TO:

FROM:

RE: 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: 07/13/17 - Regular Agenda - Proposed Agency Action for Issue 1 - Issue 2 is
Procedural - Interested Persons May Participate

COMMISSIONERS ASSIGNED: All Commissioners

PREHEARING OFFICER:

CRITICAL DATES:

SPECIAL INSTRUCTIONS:

Administrative

September 1, 2017 - 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, 2017 under staffs recommendation.

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

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

FPSC Commission Clerk
FILED JUN 29, 2017DOCUMENT NO. 05623-17FPSC - COMMISSION CLERK
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person using a Telecommunications Device for the Deaf (TDD). The person using the TDD 
types a message to the Communications Assistant who in turn voices the message to the other 
party, or a Captioned Telephone which displays real-time captions of the conversation.  

The Telecommunications Access System Act of 1991 (TASA) established a statewide 
telecommunications relay system which became effective May 24, 1991. Section 427.701(1), 
Florida Statutes (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 of the estimated 20 million persons 
living in Florida have been diagnosed as having a hearing loss.1 This system provides 
telecommunications service for deaf or hard of hearing persons functionally equivalent to the 
service provided to hearing persons.  

TASA 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 $.11 per 
month, has changed to reflect FTRI budgetary needs. 

Chapter 427, F.S., requires that the relay system comply 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 that must be provided. 
 
Staff sent an initial data request to FTRI on a number of issues included in its proposed budget. 
FTRI’s responses to staff’s data request were submitted on March 9, 2017, and are included in 
the docket file. Staff also sent subsequent data requests to FTRI regarding the 2017/2018 budget. 
Attachment A is FTRI’s letter to the Commission presenting its proposed budget that was 
approved by its Board of Directors. FTRI also compared its proposed budget to last year’s 
Commission approved budget and estimated revenue and expenses for the current fiscal year. 
FTRI’s estimated revenues and expenses were based on data for the first two quarters of the 
fiscal year.  

                                                 
1 2015 Florida Coordinating Council for the Deaf and Hard of Hearing Biennial Report to Governor Rick Scott, the 
Florida Legislature and the Supreme Court and “Demographics and Statistics,” Florida Telecommunications Relay, 
Inc., http://ftri.org/index.cfm/go/public.view/page/12, accessed on June 14, 2017. 
2 Florida Telecommunications Relay, Inc. projects a four percent decrease in landline access lines subject to the 
relay surcharge for the budget year 2017/2018.  
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On May 15, 2017, FTRI filed updated third quarter financial information at staff’s request. With 
additional financial information, staff formulated new estimated budget results for Fiscal Year 
2016/2017 based on the additional information filed. This additional data is reflected in staff’s 
estimate in Attachment B.  
 
The purpose of this recommendation is to address FTRI’s proposed Fiscal Year 2017/2018 
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:  Should the Commission approve FTRI’s proposed budget as presented in Attachment 
A for Fiscal Year 2017/2018, effective September 1, 2017, and should the Commission reduce 
the current Telecommunications Relay Service (TRS) surcharge from $0.11 per month to $0.10 
per month? 

Recommendation:  No. Staff recommends that the Commission reduce FTRI’s proposed 
budget expenses for Fiscal Year 2017/2018 by $81,954 for Regional Distribution Center (RDC) 
expenses and by $36,000 for Legal expenses as presented in Option 1. Staff recommends that the 
Commission order the incumbent local exchange companies, competitive local exchange 
companies, and shared tenant providers to discontinue billing the $0.11 monthly surcharge, and 
bill the $0.10 surcharge for Fiscal Year 2017/2018, effective September 1, 2017. Staff also 
recommends that the Commission order FTRI to require detailed, itemized bills from its legal 
counsel and conduct in-house analyses for Insurance-Health/Life/Disability and Retirement 
expenses. Staff recommends that FTRI be ordered to provide the results of its analyses to staff by 
January 31, 2018. (Fogleman, Long, Williams) 

Staff Analysis:   
 
Traditional Telecommunications Relay Service 
Minutes of use for traditional TRS have been declining. The traditional TRS cost to FTRI as 
approved in Sprint’s contract is currently $1.09 per session minute. Sprint’s projections indicate 
that traditional minutes will continue to decline during the 2017/2018 Fiscal Year. Traditional 
relay users are transitioning to the following services:  

• Internet Protocol (IP) Relay3  
• Video Relay Service (VRS)4  
• Captioned Telephone (CapTel) Service5  
• Internet Protocol Captioned Telephone Service6  
• Internet Protocol Speech-to-Speech (STS) Service7 
• Wireless Service8  

 
                                                 
3 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. 
4 Video Relay Service enables persons with hearing disabilities 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.  
5 A CapTel telephone is a telephone that displays real-time captions of a conversation.  
6 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. 
7 Speech-to-Speech (STS) relay service utilizes a specially 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.  
8 Specifically, wireless services offer applications such as text, instant messaging, and Facetime. 
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CapTel Service 
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 2017/2018 Fiscal Year. The CapTel cost to FTRI as approved in the Sprint 
contract is currently $1.63 per session minute. 

Florida Telecommunications Relay Inc. Budget  
Attachment A reflects FTRI’s 2017/2018 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 $1,230,462 from the Fiscal Year 2016/2017 
Commission approved budget.  

The FTRI 2017/2018 proposed budget projects total operating revenues to be $6,224,425 and 
total expenses to be $5,969,260. Based on the projected revenues and expense reductions, FTRI 
believes the Telecommunications Relay surcharge should be reduced by $0.01 from $0.11 to 
$0.10 per access line for the 2017/2018 Fiscal Year.  

Sprint’s estimated Fiscal Year 2017/2018 traditional Telecommunications Relay surcharge 
minutes of use are 824,498 at a rate of $1.09 per minute for a total of $898,703. Sprint’s 
estimated CapTel minutes of use for Fiscal Year 2017/2018 are 810,223 at a rate of $1.63 per 
minute for a total of $1,320,663. 

The biggest decrease in expense in the budget arises from relay provider services, resulting in 
$972,673 in savings when compared to the Fiscal Year 2016/2017 Commission approved budget.  
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A comparison of FTRI’s Fiscal Year 2016/2017 Commission approved budget, FTRI’s estimated 
revenues and expenses, and FTRI’s Fiscal Year 2017/2018 proposed budget as filed is shown in 
Table 1 below.   

Table 1 
FTRI Budget Comparison 

 Commission 
Approved 
2016-20179 

FTRI 
Estimated 

2016-201710 

FTRI 
Proposed 
2017-2018 

Operating Revenue:    
Surcharges $7,297,393 $7,177,537   $6,170,576 
Interest Income     34,188 48,424      53,849 
Total Operating Revenue $7,331,581 $7,225,961  $6,224,425 
    
Operating Expenses:    
Relay Provider Services  $3,192,039 $2,664,000  $2,219,366 
Equipment & Repairs 1,524,034    1,397,499   1,335,920 
Equipment Distribution & 
Training 

 
 953,908 

 
873,742 

 
  855,892 

Outreach      574,626 574,626     558,976 
General & Administrative    955,115 930,947   999,106 
Total Expenses $7,199,722 $6,440,814  $5,969,260 
    
Annual Surplus  $131,859        $785,147 $255,165      
Surplus Account 15,983,096 16,552,936 17,337,883 
Total Surplus11  $16,114,955 $17,338,083 $17,593,048 

   Source: FTRI’s Fiscal Year 2017/2018 proposed budget.  
 
Analysis 
In its budget filing, FTRI acknowledges that access lines have decreased at the rate of 4.8 percent 
during the past three years (2014-2016) and acknowledges that it believes that trend will 
continue as more consumers transition from landline phones to other technologies. As a result, 
FTRI’s revenues will be reduced as the number of access lines declines, holding the surcharge 
constant. Continued efforts by FTRI to reduce expenses are important. 
                                                 
9 Staff determined that FTRI incorrectly presented its Equipment & Repair and Equipment Distribution & Training 
expenses in its March 1, 2017 budget filing with the Commission. The corrected numbers are presented in Table 1 
and Attachment B. 
10 Staff determined that FTRI incorrectly presented its Equipment & Repair total in its March 1, 2017 budget filing 
with the Commission. The corrected number is presented in Table 1 and Attachment B. 
11 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 1, 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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Based on having third quarter data for Fiscal Year 2016/2017, staff developed its own estimate 
of FTRI’s expenses for Fiscal Year 2016/2017. This data is presented in Attachment B. For most 
expenses, staff used actual data from June 2016 through March 2017 and estimated the fourth 
quarter by averaging the first three quarters of the fiscal year. The exception is for Outreach 
where staff was informed that FTRI will spend the remaining funds in that account in the fourth 
quarter. Staff’s estimates were then used as one element in evaluating FTRI’s proposed budget. 
Attachment B includes FTRI’s budgeted information for comparison purposes. Below is staff’s 
review of selected items from FTRI’s proposed budget expense by category. 
 
Category I – Relay Services 
The basis of the relay service expense is the minutes of use as projected by Sprint. Sprint’s 
historical projections have proven to be reasonable and it has multi-state experience with such 
projections. As a result, staff believes that the estimates for Fiscal Year 2017/2018 are reasonable 
and should be used for budgetary purposes.12 

Category II – Equipment & Repairs 
Category II expenses reflect the purchases of equipment to be distributed to clients and the 
repairs that FRTI must do to keep the equipment in working order. Staff has reviewed FTRI’s 
work papers to determine the amounts of equipment purchased for the year. FTRI’s equipment 
budget reflected declines in equipment distribution, but includes equipment orders to maintain a 
sufficient inventory to serve its clients. FTRI used contract pricing for equipment multiplied by 
the number of units it plans to order over the course of the year. After comparing FTRI’s 
proposed budget with its own estimates for Fiscal Year 2016/2017, staff believes that FTRI’s 
proposed budget for Category II expenses is reasonable and supported in its work papers.  

Category III – Equipment Distribution & Training 
Category III reflects the cost of distribution of equipment throughout the state and the training of 
consumers in the use of the equipment. FTRI contracts with non-profit Regional Distribution 
Centers (RDCs) to perform these functions throughout Florida. Currently there are 24 RDCs.  

FTRI proposes a budget for Freight-Telecomm Equipment of $40,442 for Fiscal Year 
2017/2018. This represents about a 3 percent increase from staff’s estimate for Fiscal Year 
2016/2017. FTRI anticipates that it will experience increased expenses as the warranties of 
several equipment models have expired. As a result, FTRI will be responsible for the shipping of 
units for repair and replacement at FTRI’s expense. As a result, staff believes FTRI’s proposed 
budget is reasonable for this item. 

The largest component for Category III relates to FTRI’s support of the RDCs. Staff notes that 
FTRI has added an additional RDC from last year. FTRI reports that of the $814,950 in its 
proposed budget, $732,762 is related to contracts supporting the distribution centers. FTRI’s 
contracts with RDCs vary the support amount based on the number of clients they assist. More 
funds are provided for connecting a new client, while fewer funds are provided to assist existing 
clients in the system.  

                                                 
12 Staff is evaluating responses to the relay request for proposals and the current rates may change beginning March 
1, 2018. 
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The second largest expense for this line item of $70,048, relates to the maintenance and charges 
to support FTRI’s database. Additional costs are related to laptops and air card connectivity for 
access to FTRI’s database system by RDCs with sufficient activity to justify offsite distribution. 
The laptops and air cards represent an additional $11,640.  

Category IV – Outreach 
FTRI has requested $558,876, a decrease of $15,650 from last year’s budget for Outreach. This 
represents a reduction by 2.7 percent from last year. FTRI believes that newspaper outreach is 
reaching more eligible consumers and that it has had strong positive results. FTRI has indicated 
that it plans on spending the remaining funds from its FPSC approved budget in the fourth 
quarter. As a result, staff’s estimate for Fiscal Year 2016/2017 reflects that amount (Attachment 
B). RDCs are responsible for some of the outreach for regional events that are approved and 
funded by FTRI.  

Category V – General & Administrative 
Category V reflects the expenses associated with FTRI’s operations such as office and 
furnishings, employees, contracted services (auditors, attorney, and computer consultants), 
computers and other operating expenses (such as insurance and retirement). The number of staff 
at FTRI has remained the same from last year.  

Staff acknowledges that the correlation between the decline in minutes of use and technology 
substitution for General and Administrative expense is not as direct as the correlation associated 
with service delivery and equipment distribution. However, staff believes efforts to control 
General and Administrative expenses are of equal importance. 
 
Option 1: Staff Adjustments to FTRI’s Proposed Budget 
FTRI’s proposed 2017/2018 budget presents reduced expenses in Categories I-IV. However, 
staff believes additional reductions can be made in both Category III - Equipment Distribution & 
Training, and Category V - General & Administrative expenses. In staff’s analysis, staff 
compared actual expenses for the first three quarters and estimated the fourth quarter (using an 
average of the first three quarters) for Fiscal Year 2016-2017 to compare with FTRI’s proposed 
budget. In addition, staff reviewed the budget working papers supplied by FTRI. Based on this 
review, staff recommends the following adjustments and/or continued monitoring of the 
following expenses: 
 

• Regional Distribution Centers 
• Legal 
• Insurance-Health/Life/Disability 
• Retirement 

 
FTRI recognizes that access lines have decreased at the rate of 4.8 percent during the past three 
years (2014 - 2016) and that this trend will likely continue. As discussed earlier, Relay and 
CapTel expenses from Sprint (Category I) are projected to decline as a result of reduced minutes. 
In addition, Equipment & Repairs expenses (Category II), Equipment Distribution & Training 
expenses (Category III), and Outreach expenses (Category IV) are projected to decline. FTRI’s 
proposed budget recognizes this trend as reflected in the proposed expense reductions associated 
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with Categories I-IV. It is reasonable that FTRI’s proposed budget would present expense 
reductions in categories I-IV given the technology shift phenomenon.  

Regional Distribution Centers (RDCs) 
For costs related to the RDCs (Category III), staff notes that FTRI’s proposed budget includes a 
reduction relative to both FTRI’s approved budget (10 percent) and its estimated expenses (2 
percent) for Fiscal Year 2016/2017. However, the rate of decline does not appear to correspond 
with the decline that was reported in the first three quarters of Fiscal Year 2016/2017. 

As noted earlier, staff’s estimates are based on the first three quarters of Fiscal Year 2016/2017 
and use an average of those quarters to estimate the last quarter. FTRI’s proposed budget would 
be an increase of approximately 11 percent when compared to staff’s estimate for Fiscal Year 
2016/2017. FTRI’s own estimate for Fiscal Year 2016/2017 already reflected a reduction of 
$76,226 when compared to its approved budget. Most of the expenses related to the RDCs are 
related to RDC contracts. Since the expense of these contracts declines as the number of clients 
declines, it is reasonable to assume that the trend will continue and at best, level off. While FTRI 
did provide supporting work papers as requested for its proposed budget, that data did not 
include actual third quarter expenses. By comparison, staff’s estimate did include third quarter 
data. Staff believes that third quarter data does not support FTRI’s proposed estimate. As a 
result, staff recommends FTRI’s budget for RDCs be reduced by $81,954 to $732,996, which is 
staff’s estimate for Fiscal Year 2016/2017. 

Legal Fees 
Based on a review of supporting documents relating to Legal expense, staff has concerns 
regarding these expenses. 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. At a minimum, staff 
recommends that such legal invoices should be itemized with date of services, charges for the 
services, and a detailed description of the services provided by legal counsel. 

Staff recommends that FTRI’s proposed 2017/2018 Fiscal Year budget line item for Legal 
expense be reduced by $36,000. Staff requested that FTRI provide any contracts, letters of 
engagement or other agreements for legal services. FTRI submitted a long-standing contract for 
legal services for a flat retainer of $72,000 per year, excluding any travel or litigation costs. The 
monthly invoices submitted did not show sufficient detail of services performed, hours spent, 
hourly rate, or other relevant information for staff to have a basis to justify the contract amount. 
At $370 per hour, approximately 195 hours would have to be spent to justify the retainer. The 
current contract retainer is over twice the amount the Commission recently approved to litigate a 
Class B water and wastewater rate case.13  

Staff is not convinced that the contract amount is required to perform the regular annual non-
litigation services for FTRI. Based on staff’s review of the information provided, we conclude 

                                                 
13 Order No. PSC-17-0209-PAA-WU, Issued May 30, 2017, Docket No. 160065-WU, In re: Application for 
increase in water rates in Charlotte County by Bocilla Utilities, Inc. The Commission approved $370 per hour and 
$31,323 in legal fees for rate case expense. 
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that the billable minutes associated with the services contracted may be more in line with an 
expense of $36,000. More detailed billing information is necessary to allow for further analysis 
in next year’s budget. Staff recommends that FTRI collect such billing information to include 
itemized invoices to FTRI with date of services, charges for the services, hours of service, price 
per hour, and a detailed description of the services provided by legal counsel. 

In-House Analyses 
Insurance 

FTRI provides health, dental, vision, basic life, short-term disability, and long-term disability 
insurance to its employees. While this insurance may be beneficial to the employee, it goes 
beyond what an organization must offer its employees. Currently, employees pay part of the 
premiums related to their health insurance, which may include dental and vision. We believe that 
FTRI should compare the benefits offered based on its size and similarly situated organizations. 
 

Retirement 
Currently, 11.1 percent of salaries are contributed to a retirement account for the employees. 
Employees are not required to pay for any of their retirement. The retirement budget is based on 
estimated compensation for ten employees, a three percent salary increase, and estimated 
overtime ($49,406). In addition, this includes a retirement plan surcharge of 2.78 percent on 
gross compensation for the first half of the budget year and a 5.55 surcharge for the second half 
of the year ($18,538). In addition there is a charge of $5,790 to the Pension Benefit Guarantee 
Cooperation. NTCA Retirement and Security is FTRI’s retirement plan provider. NTCA has 
made plan cost increases and funding requirements changes. FTRI has decided to maintain the 
current contribution of 11.1 percent; however, employee future benefits are reduced from a 1.83 
to a 1.54 benefit accrual rate with this decision. Future cost increases are under evaluation by 
FTRI. 
 
Staff recommends that FTRI conduct in-house analyses for the expense items for Insurance-
Health/Life/Disability and Retirement and submit its findings to the Commission. These analyses 
should include price quotes from other providers for insurance and retirement plans. The 
insurance and retirements benefits should include benefits offered by comparably-sized nonprofit 
and for profit entities. Staff recommends that FTRI submit the results of the analysis to staff by 
January 31, 2018 for review. 
 
Surcharge  
Staff recommends that the Commission order the incumbent local exchange companies, 
competitive local exchange companies, and shared tenant providers to discontinue billing the 
$0.11 monthly surcharge, and bill the $0.10 surcharge for fiscal year 2017/2018, effective 
September 1, 2017. 
 
Option 2: The Budget as Proposed by FTRI 
In Option 2, FTRI’s proposed Fiscal Year 2017/2018 budget operating revenue of $6,224,425 
and proposed budget expenses of $5,969,260 would be approved, and the current TRS surcharge 
of $0.11 per access line per month would be reduced to $0.10. FTRI’s proposed 2017/2018 
budget presents reduced expenses in Categories I-IV. The proposed budget was approved by 
FTRI’s Board of Directors.  
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As discussed earlier, Relay and CapTel expenses from Sprint (Category I) are projected to 
decline as a result of reduced minutes. In addition, Equipment & Repairs expenses (Category II), 
Equipment Distribution & Training expenses (Category III), and Outreach expenses (Category 
IV) are projected to decline. FTRI’s proposed budget recognizes this trend as reflected in the 
proposed expense reductions associated with Categories I-IV.   

Although staff recommends approval of FTRI’s proposed budget, staff believes a continued 
effort to reduce expenses is needed. As stated earlier, staff recommends that the Commission 
order FTRI to require detailed, itemized bills from its legal counsel and conduct an in-house 
analysis for expense items for Insurance-Health/Life/Disability and Retirement. Staff 
recommends that FTRI be ordered to provide the results of the analysis to staff by January 31, 
2018 for review.  

Conclusion  
Staff believes FTRI’s expense reductions in Categories I-IV are steps in the right direction to 
better position FTRI in a changing industry. However, a sustained effort is necessary for FTRI to 
strategically position itself in a rapidly changing environment. In staff Option 1, staff has 
identified four expense line items in FTRI’s proposed 2017/2018 budget that should be reduced 
or warrant further analysis. These include RDC, Legal, Insurance-Health/Life/Disability, and 
Retirement expenses. 
 
Staff recommends that the Commission reduce FTRI’s proposed budget expenses for Fiscal Year 
2017/2018 by $81,954 for RDC expenses and by $36,000 for Legal expenses as presented in 
Option 1. Staff recommends that the Commission order the incumbent local exchange 
companies, competitive local exchange companies, and shared tenant providers to discontinue 
billing the $0.11 monthly surcharge, and bill the $0.10 surcharge for Fiscal Year 2017/2018, 
effective September 1, 2017. Staff also recommends that the Commission order FTRI to require 
detailed, itemized bills from its legal counsel and conduct in-house analyses for Insurance-
Health/Life/Disability and Retirement expenses. Staff recommends that FTRI be ordered to 
provide the results of the analyses to staff by January 31, 2018. 
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Issue 2:   Should the Commission approve the appointment of Ms. Elizabeth Bradin to the 
TASA Advisory Committee effective immediately? 

Recommendation:  Yes. Staff recommends that the Commission approve the appointment of 
Ms. Elizabeth Bradin to the TASA Advisory Committee effective immediately. (Williams, Page)  

Staff Analysis:  Section 427.706, F.S., provides that the Commission shall appoint an advisory 
committee of up to 10 members to assist the Commission with Florida’s relay system. The 
advisory committee shall include, among others, two members from telecommunications 
companies. Ms. Bradin will be one of these representatives.  

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. 

Ms. Bradin is currently employed in Legislative and Regulatory Affairs for CenturyLink. Ms. 
Bradin’s job duties include advocating company issues at the state and local level, filing 
CenturyLink regulatory items, and assisting with business development by working with other 
CenturyLink departments and outside vendors.    

Staff recommends that the Commission approve the appointment of Ms. Elizabeth Bradin to the 
TASA Advisory Committee effective immediately. 
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Issue 3: Should this docket be closed? 

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. (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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     Option 1 Option 2 
  2016/2017 

APPROVED 
BUDGET 

2016/2017 
FTRI 

ESTIMATED 

2016/2017 
FPSC STAFF 
ESTIMATED 

2017/2018 
FPSC 

PROPOSED 
BUDGET 

2017/2018 
FTRI 

PROPOSED 
BUDGET 

 REVENUE      
1 Surcharge     7,297,393      7,177,537  7,177,537      6,273,379       6,170,576  
2 Interest          34,188           48,424  48,424           53,849            53,849  
3 NDBEDP14                -                    -    -                   -                      -    
 TOTAL OPERATING 

REVENUE 7,331,581 7,225,961 7,225,961 6,327,228 6,224,425 

4 Surplus Account15   15,983,096    16,552,936  16,552,936    17,337,883     17,337,883  
 TOTAL REVENUE   23,314,677    23,778,897  23,778,897    23,665,111     23,562,308  
       
 OPERATING EXPENSES      
 CATEGORY I - RELAY 

SERVICES 
          

5 DPR Provider     3,192,039      2,664,000      2,664,000       2,219,366       2,219,366  
 SUBTOTAL CATEGORY I     3,192,039      2,664,000      2,664,000       2,219,366       2,219,366  
       
 CATEGORY II - 

EQUIPMENT & REPAIRS 
          

6 TDD Equipment                -                    -                    -                      -                      -    
7 Large Print TDD                -                    -                    -                      -                      -    
8 VCO/HCO-TDD           1,533             4,600             6,133              4,600              4,600  
9 VCO-Telephone                -                    -                    -                      -                      -    
10 Dual Sensory Equipment                -                    -                    -                      -                      -    
11 CapTel Phone Equipment                -                    -                    -                      -                      -    
12 VCP Hearing Impaired     1,415,745      1,300,675      1,233,219       1,249,948       1,249,948  
13 VCP Speech Impaired              689             1,063             1,109                 832                 832  
14 TeliTalk Speech Aid           7,200             9,000             7,200              9,000              9,000  
15 Infrared/Hands Free                -                    -                    -                      -                      -    
16 In Line Amplifier                -                 300                400                 300                 300  
17 ARS-Signaling Equipment           1,589             2,400             2,717              2,400              2,400  
18 VRS-Signaling Equipment           6,968             3,193             6,608              2,921              2,921  
19 Equipment 

Accessories/Supplies 
 

             481  
 

             791  
 

              823  
 

            1,580  
 

            1,580  
20 Telecom Equipment Repair          89,829           75,477           63,667            64,339            64,339  
 SUBTOTAL CATEGORY II     1,524,034      1,397,499      1,321,726       1,335,920       1,335,920  

                                                 
14 The National Deaf-Blind Equipment Distribution Program (NDBEDP) was administrated by FTRI in Florida, but was relinquished 
last year.  As a result, this line item reflects a zero balance and was included for consistency with FRTI’s proposal. 
15 The surplus account represents funds collected to cover two months of operating expenses to offset fluctuations in funding and to 
partially cover expenses relating to video relay service when the FCC mandates that states pay for such expenses. 
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     Option 1 Option 2 
  2016/2017 

APPROVED 
BUDGET 

2016/2017 
FTRI 

ESTIMATED 

2016/2017 
FPSC STAFF 
ESTIMATED 

2017/2018 
FPSC 

PROPOSED 
BUDGET 

2017/2018 
FTRI 

PROPOSED 
BUDGET 

 CATEGORY III - 
EQUIPMENT 
DISTRIBUTION & 
TRAINING 

          

21 Freight - Telecom Equipment          43,225           39,909           39,137            40,442            40,442  
22 Regional Distribution Centers        910,059         833,833         732,996          732,996          814,950  
23 Workshop Expense                -                    -                    -                      -                      -    
24 Training Expense for RDCs              624                  -                    -                   500                 500  
 SUBTOTAL CATEGORY III        953,908         873,742         772,133          773,938          855,892  
       
 CATEGORY IV – 

OUTREACH 
          

25 Outreach Expense        574,626         574,626         574,626          558,976          558,976  
 SUBTOTAL CATEGORY IV        574,626         574,626         574,626          558,976          558,976  
       
       
 CATEGORY V - GENERAL 

AND ADMINISTRATIVE 
          

26 Advertising           1,340                 15                 20                 658                 658  
27 Accounting/Audit          26,140           22,414           27,119            20,533            20,533  
28 Legal          71,400           72,000           72,000            36,000            72,000  
29 Consultation-Computer           7,187             7,187             7,289              5,580              5,580  
30 Dues/Subscriptions           3,439             1,714             1,957              1,655              1,655  
31 Office Furniture                -                    -                    -                      -                      -    
32 Office Equipment Purchase           4,507             4,109             4,271              6,667              6,667  
33 Office Equipment Lease           1,695             1,870             1,937              1,827              1,827  
34 Insurance -

Health/Life/Disability 
       125,343         140,903         128,707          175,345          175,345  

35 Insurance-Other          10,748             9,449             9,764            10,075            10,075  
36 Office Expense          14,197           14,035           13,179            13,719            13,719  
37 Postage           4,489             7,541             5,389              7,541              7,541  
38 Printing              719             1,514             2,072              1,514              1,514  
39 Rent          93,921           91,769           91,776            92,062            92,062  
40 Utilities           5,065             5,297             5,259              5,297              5,297  
41 Retirement          65,585           60,783           61,340            73,734            73,734  
42 Employee Compensation        434,973         422,644         417,707          445,106          445,106  
43 Temporary Employment           9,640                  -                    -                      -                      -    
44 Taxes – Payroll          33,275           30,061           31,304            30,091            30,091  
45 Taxes - Unemployment Comp           2,012             1,829             2,171              1,725              1,725  
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     Option 1 Option 2 
  2016/2017 

APPROVED 
BUDGET 

2016/2017 
FTRI 

ESTIMATED 

2016/2017 
FPSC STAFF 
ESTIMATED 

2017/2018 
FPSC 

PROPOSED 
BUDGET 

2017/2018 
FTRI 

PROPOSED 
BUDGET 

46 Taxes – Licenses                -                   61                  -                     61                   61  
47 Telephone          15,595           17,106           17,712            17,240            17,240  
48 Travel & Business Expense          18,700           15,273           13,188            13,585            13,585  
49 Equipment Maintenance              937               736                951                 746                 746  
50 Employee Training              567             1,042                456                 975                 975  
51 Meeting Expense           3,641             1,595             1,240              1,370              1,370  
52 Miscellaneous                -                    -                    -                      -                      -    
 SUBTOTAL CATEGORY V        955,115         930,947         916,808          963,106          999,106  
       
 CATEGORY VI           
53 NDBEDP16                -                    -                    -                      -                      -    
 SUBTOTAL CATEGORY VI                -                    -                    -                      -                      -    
       
 TOTAL EXPENSES     7,199,722      6,440,814      6,249,443  5,851,306          5,969,260  
       
 REVENUES LESS EXPENSES        131,859         785,147         976,518      475,922       255,165  
 

                                                 
16 The National Deaf-Blind Equipment Distribution Program (NDBEDP) was administrated by FTRI in Florida, but was relinquished 
last year.  As a result, this line item reflects a zero balance and was included for consistency with FRTI’s proposal. 
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Case Background 

On April 7, 20 17, BellSouth Telecommunications, LLC d/b/a AT&T Florida (AT&T Florida or 
Company) filed a petition with the Florida Public Service Commission (Commission) for partial 
relinquishment of its Eligible Telecommunications Carrier (ETC) designation in its service 
territories in Florida, effective October 12, 20 17. AT&T Florida is an incumbent local exchange 
carrier (!LEC) in Florida. On October 14, 1997, the Commission designated AT&T Florida as an 
ETC in its ILEC service territory pursuant to 47 USC 214(e)(2) and Section 364. 10(2), Florida 
Statutes ( 1997). 1 ETC designation is a requirement for telecommunications carriers to receive 

1 Order No. PSC-97-1 262-FOF-TP, Docket Nos. 970644-TP, In re: Establishment of eligible telecommun ications 
carriers pursuant to Section 2 14(e) of the Telecommunications Act of 1996, and 970744-TP, In re: Implementation 
of changes in the Federal Lifel ine Assistance Plan currently provided by telecommunications carriers of last resort, 
issued October 14, 1997. 
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federal Universal Service Funds (USF) for the Lifeline and High Cost programs. The Lifeline 
program enables low-income households to obtain and maintain telephone service by providing 
qualifying households with discounts on their monthly telephone bills. The High Cost program, 
known as the Connect America Fund (CAF), helps carriers provide voice and broadband service 
in remote and underserved communities. 

Initially, the goal of the High Cost program was to subsidize voice telephone networks in rural 
and remote areas. However, the Federal Communications Commission (FCC) has restructured 
the program by shifting the focus of universal service from supporting voice networks to 
supporting and expanding broadband availability.2 For price cap providers like AT&T Florida; 
the restructured CAF program is referred to as the Connect America Fund II (CAF II) and 
provides support that is based on a model that estimates the cost to provide voice and broadband 
services in high-cost areas where unsubsidized carriers are not providing comparable services. 3 

AT&T Florida has accepted the FCC's offer for CAF II funding. According to the Company, this 
decision will enable AT&T Florida to provide broadband in high cost, primarily rural areas in 
Florida. Unlike past USF subsidies, CAF II funding is available specifically by census blocks4 

rather than by larger areas like wire centers and service territories. 5 This change was 
implemented by the FCC to ensure that high cost support reaches its targeted areas and is not 
used to support broadband in areas where the subsidy is not needed. 

AT&T Florida's acceptance of CAF II funding obligates the Company to remain an ETC in the 
CAF II census blocks for the duration of the funding term and to offer Lifeline discounts to 
eligible customers who reside in those census blocks. 6 Thus, by its petition, AT&T Florida is 
seeking only partial relinquishment of its ETC designation in its service territories in Florida. 
AT&T Florida seeks to retain its ETC designation in the CAF II census blocks (the retained area) 
identified in Attachment B and relinquish its ETC designation in all other portions of its 
remaining service territory (the relinquishment area), where it is no longer eligible for high cost 
universal service support. 

AT&T Florida states Commission approval of its petition will not affect the availability of any 
AT&T Florida's legacy voice services in Florida. The Company will continue to offer and 

2 FCC 11-·161, WC Docket No. 10-90, Connect America Fund, Report and Order and Further Notice of Proposed 
Rulemaking, paragraph 20, released November 18, 2011, http://hraunfoss.fcc.gov/edocs public/attachmatch/FCC-
11-161 A l.pdf (CAF Order). 
3 FCC 14-190, WC Docket No. I 0-90, Connect America Fund, Report and Order, Released December 18, 2014, 
https://apps.fcc.gov/edocs public/attachmatch/FCC-14-190A 1 Rcd.pdf. 
4 The Census Bureau defines a census block as "statistical areas bounded by visible features, such as streets, roads, 
streams, and railroad tracks, and by nonvisible boundaries, such as selected property lines and city, township, school 
district, and county limits and short line-of-sight extensions of streets and roads .... " Census block boundaries do not 
always coincide with wire center boundaries https://www.census.gov/geo/reference/gtc/gtc block.html. 
s See CAF Order paragraph 51-52. 
6 In addition to identifying specific census blocks as eligible for CAF II funding, the FCC also allows AT&T Florida 
to use CAF II support in "Extremely High Cost" census blocks to meet its CAF II broadband commitments. See 47 
C.F.R. § 54.310(c)(l). The funding term is six years and only applies to those Extremely High Cost census blocks in 
which AT&T actually uses CAF II support. As noted in the company's petition for partial relinquishment of its ETC 
designation, AT&T is retaining its ETC designation in some "Extremely High Cost" census blocks in Florida. 
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provide legacy voice services across its entire service territory, including in the relinquishment 
area. The Company will also continue to comply with all applicable federal and state service 
obligations across its entire service territory, including the relinquishment area. 

At the end of2016, AT&T Florida had 176 Lifeline customers in the retained area and 7,219 in 
the relinquishment area. At the time of the petition, AT&T Florida was serving less than one 
percent of all the Lifeline subscribers in Florida. AT&T Florida asserts customers have been 
replacing AT &T's traditional wireline residential voice services with wireless, Voice over 
Internet Protocol and other competitive options. Consequently, AT&T Florida states that this 
change in the telecommunications market has led to its request for relinquishment. 

This is a case of first impression since AT&T Florida is the first ILEC to request ETC 
relinquishment in Florida. The Commission is vested in jurisdiction in this matter, pursuant to 
Section 364.10, Florida Statutes, and 47 CFR §54.205. 
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Discussion of Issues 

Issue 1 

Issue 1: Should the Commission approve AT&T Florida's request for partial relinquishment of 
its ETC designation? 

Recommendation: Yes. The Commission should approve AT&T Florida's request for partial 
relinquishment of its ETC designation. (Deas, Curry, Wooten, Murphy, Cuello) 

Staff Analysis: An ETC is entitled to relinquish its ETC designation pursuant to 4 7 CFR 
§54.205(a), which provides: 

A state commission shall permit an eligible telecommunications carrier to 
relinquish its designation as such a carrier in any area served by more than one 
eligible telecommunications carrier. An eligible telecommunications carrier that 
seeks to relinquish its eligible telecommunications carrier designation for an area 
served by more than one eligible telecommunications carrier shall give advance 
notice to the state commission of such relinquishment. 

In approving a relinquishment, state commissions must require the remaining ETCs to ensure 
that existing customers will continue to be served. 47 CFR §54.205(b), provides: 

Prior to permitting a telecommunications carrier designated as an eligible 
telecommunications carrier to cease providing universal service in an area served 
by more than one eligible telecommunications carrier, the state commission shall 
require the remaining eligible telecommunications carrier or carriers to ensure that 
all customers served by the relinquishing carrier will continue to be served, and 
shall require sufficient notice to permit the purchase or construction of adequate 
facilities by any remaining eligible telecommunications carrier. The state 
commission shall establish a time, not to exceed one year after the state 
commission approves such relinquishment under this section, within which such 
purchase or construction shall be completed. 

In its petition, AT&T Florida identified all of the designated ETCs currently serving in AT &T's 
service territory (Attachment A). Staff sent a data request to each of the ETCs identified in 
AT&T Florida's petition. Staff asked each provider to verify that it is a designated ETC in 
AT&T Florida service territories identified in Attachment A and to confirm that the provider is 
currently providing service in those areas. 

Staff has reviewed the responses and conducted additional analysis to verify that the customers 
in the relinquished areas would continue to be served. This analysis included identifying the zip 
codes within each wire center listed in Attachment A. Staff then used a sample of the zip codes 
for the wire centers to verify, on the ETC's websites, that the carriers were currently offering 
Lifeline service in AT&T Florida's relinquishment area. Based on staffs review and analysis, 
staff determined that in each of AT&T Florida's service territories where the Company is 
relinquishing its ETC designation, customers will continue to be served by one or more ETCs. 
Staff also determined that the majority of the ETCs remaining in AT&T Florida's service 
territory will be wireless providers. 
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Issue 1 

In its petition, AT&T Florida has asserted that its Lifeline customers in the relinquished area will 
receive ample notice of the need to select another ETC to continue receiving a Lifeline discount. 
This notice will be sent to customers, via U.S. Mail, at least 60 days prior to the effective date of 
the relinquishment. The notice will explain that AT&T Florida will no longer offer a Lifeline 
discount and if the customer does not choose another Lifeline provider, the customer will be 
charged standard prices (including applicable surcharges, fees and taxes) for their existing 
AT&T Florida services. 

AT&T will also send a second notice and a bill message at least 15 days prior to the 
relinquishment date. The second notice will provide a list of Lifeline providers designated in all 
or part of AT&T Florida's service territory and a link to an AT&T website that lists those ETCs 
by city/towns. The notices will also provide information on how to contact the Universal Service 
Administrative Company (USAC) for a list of other ETCs in the state and answers to general 
Lifeline questions. In addition, AT&T Florida will stop enrolling customers in the Lifeline 
program from the relinquished area either within five (5) days of the date the Commission's 
Order is final or August 11, 2017, whichever is later. 

After reviewing AT&T Florida's petition and the responses to the ETC data requests, pursuant to 
47 CFR §54.205(b), the providers have verified there will be one or more ETCs remaining in 
AT&T Florida's service territory where the Company is relinquishing its ETC designation. 
Therefore, customers who reside within the relinquishment area will continue to be served by an 
ETC provider if AT&T Florida's ETC relinquishment is granted. Thus, AT&T Florida has met 
4 7 CFR §54.205(b) requirements to relin~uish its ETC designation in its service territory where 
they are not receiving CAF II funding. Therefore, staff recommends that the Commission 
should approve AT&T Florida's petition for partial relinquishment of its ETC status. The 
Company will retain ETC designation in only the areas identified in Exhibit B. All other areas 
will be relinquished. 

1 
Staff does not agree with all the assertions made by AT&T in its petition. In particular, staff does not agree with 

the number of ETCs that can offer service in many of the wire centers. Additionally, staff does not necessarily agree 
with AT&T Florida that it will continue to provide "universal service" as contemplated by the Act in the 
relinqhished areas. However, these assertions by AT&T Florida are not dispositive of the matter before the 
Commission because AT&T meets the statutory requirements to relinquish the areas requested in its petition. 
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Issue 2: Should this docket be closed? 

Issue 2 

Recommendation: Yes. If no person whose substantial interests are affected by the proposed 
agency action files a protest within 21 days of the issuance of the order, this docket should be 
closed upon the issuance of a consummating order. (Murphy, Cuello) 

Staff Analysis: At the conclusion of the protest period, if no protest is filed this docket should 
be closed upon the issuance of a consummating order. 
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EXHIBIT C 

Attachment A 

AT&T Florida Lifeline Customers 

CETCs Designated in AT&T Florida's Current ETC Service Area 

No. of AT&T Lifeline 
Customers* 

Wire Center 
Exchange ETC ETC Designated CETCs** 

CLLI 
Retained Relinquishment 

Area Area 

ARCHFLMA ARCHER 1 6 1,2,3,4,6, 7, 8,9 
BCRTFLBT BOCA RATON 0 3 1,2,4,6, 7,8, 9 
BCRTFLMA BOCA RATON 0 29 1,2,4,6, 7,8, 9 
BCRTFLSA BOCA RATON 0 76 1,2,4,6, 7,8,9 
BGPIFLMA KEYS 0 4 1,2,4,6, 7,8,9 
BKVLFLJF BROOKSVILLE 1 44 1,2, 3,4,6, 7,8,9 
BLDWFLMA BALDWIN 1 4 1,2,4,6, 7,8,9 
BLGLFLMA BELLE GLADE 0 8 1,2,4,6, 7, 8,9 
BNNLFLMA BUNNELL 2 19 1,2,4,6, 7, 8,9 
BRSNFLMA BRONSON 8 12 1,2,3,4,6, 7,8,9 
BYBHFLMA BOYNTON BEACH 1 65 1,2,4,6, 7,8,9 
CCBHFLMA COCOA BEACH 0 13 1,2,4,6, 7,8,9 
CDKYFLMA CEDAR KEY 0 1 1,2,3,4,6, 7,8,9 
CFLDFLMA CHIEFLAND 13 16 1,2,3,4,6, 7,8,9 
CHPLFLJA CHIPLEY 11 15 1,2,4,6, 7,8,9 
CNTMFLLE CANTONMENT 0 16 1,2, 3,4,6, 7,8, 9 
COCOFLMA COCOA 0 50 1,2,4,6, 7, 8,9 
COCOFLME COCOA 0 16 1,2,4,6, 7,8,9 
CSCYFLBA CROSS CITY 2 6 1,2, 3,4,6, 7,8,9 
DBRYFLDL DEBARY 0 21 1,2,4,6, 7,8,9 
DBRYFLMA DEBARY 0 6 1,2,4,6, 7,8,9 
DELDFLMA DELAND 2 28 1,2,4,6, 7,8,9 
DLBHFLKP DELRAY BEACH 0 65 1,2,4,6, 7,8,9 
DLBHFLMA DELRAY BEACH 0 27 1,2,4,6, 7,8,9 
DLSPFLMA DE LEON SPRINGS 0 5 1,2,4,6, 7,8,9 
DNLNFLWM DUNNELLON 9 68 1,2,3,4,6, 7, 8,9 
DRBHFLMA DEERFIELD BEACH 0 54 1,2,4,6, 7,8, 9 
DYBHFLFN DAYTONA BEACH 0 4 1,2,4,6, 7,8, 9 
DYBHFLMA DAYTONA BEACH 0 59 1,2,4,6, 7,8, 9 
DYBHFLOB DAYTONA BEACH 0 32 1,2,4,6, 7,8, 9 
DYBHFLOS DAYTONA BEACH a· 7 1,2,4,6, 7,8, 9 
DYBHFLPO DAYTONA BEACH 0 53 1,2,4,6, 7,8, 9 
EGLLFLBG EAU GALLIE 0 38 1,2,4,6, 7,8, 9 
EGLLFLIH EAU GALLIE 0 4 1,2,4,6, 7,8, 9 
EORNFLMA EAST ORANGE 0 8 1,2,4,6, 7,8, 9 
FLBHFLMA FLAGLER BEACH 0 5 1,2,4,6, 7,8,9 
FMTNALMT CENTURY 0 5 1,2,4,6, 7,8,9 
FRBHFLFP FERNANDINA BEACH 0 16 1,2,4,6, 7,8, 9 
• AT& T•s Lifeline customer counts are as of December 2016. 
**The numbers in this column correspond to the competitive eligible telecommunications carriers (CETCs) identified on 
the last page of this Exhibit. 
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Docket No. 170082-TP 
Date: June 29, 2017 
EXHIBITC 

Attachment A 

AT&T Florida Lifeline Customers 

CETCs Designated in AT&T Florida's Current ETC Service Area 

No. of AT&T Lifeline 
Customers* 

Wire Center 
Exchange ETC ETC Designated CETCs** 

CLLI 
Retained Relinquishment 

Area Area 

FTGRFLMA JACKSONVILLE 0 0 1,2,4,6, 7, 8,9 
FTLDFLCR FORT LAUDERDALE 0 21 1,2,4,6, 7, 8,9 
FTLDFLCY FORT LAUDERDALE 0 30 1,2,4,6, 7, 8,9 
FTLDFLJA FORT LAUDERDALE 0 26 1,2,4,6, 7,8,9 
FTLDFLMR FORT LAUDERDALE 0 58 1,2,4,6, 7, 8,9 
FTLDFLOA FORT LAUDERDALE 0 63 1,2,4,6, 7,8,9 
FTLDFLPL FORT LAUDERDALE 0 61 1,2,4,6, 7, 8,9 
FTLDFLSG FORT LAUDERDALE 0 0 1,2,4,6, 7, 8,9 
FTLDFLSU FORT LAUDERDALE 0 92 1,2,4,6, 7,8,9 
FTLDFLWN FORT LAUDERDALE 0 12 1,2,4,6, 7, 8,9 
FTPRFLMA FORT PIERCE 2 54 1,2,4,6, 7, 8,9 
GCSPFLCN GREEN COVE SPRINGS 0 10 1,2,4,6, 7, 8, 9 
GCVLFLMA GRACEVILLE 7 4 1,2,4,6, 7, 8, 9 
GENVFLMA GENEVA 1 3 1,2,4,6, 7, 8, 9 
GLBRFLMC GULF BREEZE 0 6 1,2, 3,4,6, 7,8, 9 
GSVLFLMA GAINESVILLE 0 98 1,2,3,4,6, 7,8,9 
GSVLFLNW GAINESVILLE 0 8 1,2, 3,4,6, 7,8,9 
HAVNFLMA HAVANA 0 20 1,2,4,6, 7, 8,9 
HBSDFLMA HOBE SOUND 0 12 1,2,4,6, 7, 8,9 
HLNVFLMA HOLLEY -NAVARRE 0 2 1, 2, 3,4, 6, 7,8, 9 
HLWDFLHA HOLLYWOOD 0 58 1,2,4,6, 7, 8,9 
HLWDFLMA HOLLYWOOD 0 37 1,2,4,6, 7, 8,9 
HLWDFLPE FORT LAUDERDALE 0 147 1,2,4,6, 7, 8,9 
HLWDFLWH HOLLYWOOD 0 114 1,2,4,6, 7, 8,9 
HMSTFLEA HOMESTEAD 0 9 1,2,4,6, 7, 8, 9 
HMSTFLHM HOMESTEAD 2 43 1,2,4,6, 7, 8, 9 
HMSTFLNA HOMESTEAD 0 18 1,2,4,6, 7, 8, 9 
HMSTFLNA JENSEN BEACH 0 0 1,2,4,6, 7,8,9 
HTISFLMA PORT ST LUCIE 0 19 1,2,4,6, 7,8,9 
HWTHFLMA HAWTHORNE 11 4 1,2, 3,4,6, 7,8,9 
ISLMFLMA KEYS 0 0 1,2,4,6, 7,8,9 
JAY FLMA JAY 1 6 1,2, 3,4,6, 7,8, 9 
JCBHFLAB JACKSONVILLE 0 6 1,2,4,6, 7, 8,9 
JCBHFLMA JACKSONVILLE BEACH 0 34 1,2,4,6, 7, 8,9 
~CBHFLSP JACKSONVILLE 0 3 1,2,4,6, 7, 8,9 
JCVLFLAR JACKSONVILLE 0 22 1,2,4,6, 7, 8,9 
~CVLFLBW JACKSONVILLE 0 32 1,2,4,6, 7, 8,9 
JCVLFLCL JACKSONVILLE 0 77 1,2,4,6, 7, 8,9 
*AT& T's Lifeline customer counts are as of December 2016. 

**The numbers in this column correspond to the competitive eligible telecommunications carriers {CETCs) identified on 

the last page of this Exhibit. 
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Date: June 29, 2017 
EXHIBIT C 

Attachment A 

AT&T Florida Lifeline Customers 

CETCs Designated in AT&T Florida's Current ETC Service Area 

No. of AT&T Lifeline 
Customers* 

Wire Center 
Exchange ETC ETC Designated CETCs** 

CLLI 
Retained Relinquishment 

Area Area 

JCVLFLFC JACKSONVILLE 0 21 1,2,4,6, 7, 8,9 
JCVLFLIA JACKSONVILLE 0 0 1,2,4,6, 7, 8,9 
JCVLFLJT JACKSONVILLE 0 0 1,2,4,6, 7, 8, 9 
JCVLFLLF JACKSONVILLE 0 76 1,2,4,6, 7, 8,9 
JCVLFLNO JACKSONVILLE 0 46 1,2,4,6, 7,8,9 
JCVLFLOW JACKSONVILLE 0 25 1,2,4,6, 7,8,9 
JCVLFLRV JACKSONVILLE 0 45 1,2,4,6, 7,8,9 
JCVLFLSJ JACKSONVILLE 0 71 1,2 4,6, 7, 8,9 
JCVLFLSM JACKSONVILLE 0 23 1,2 4,6, 7,8, 9 
JCVLFLWC JACKSONVILLE 0 45 1,2,4,6, 7, 8, 9 
JPTRFLMA JUPITER 0 19 1,2,4,6, 7,8,9 
KYHGFLMA KEYSTONE HEIGHTS 4 21 1,2,3,4,6, 7,8,9 
KYLRFLLS KEYS 0 6 1,2,4,6, 7, 8,9 
KYLRFLMA KEYS 0 1 1,2,4,6, 7, 8,9 
KYWSFLMA KEYS 0 12 1,2,4,6, 7, 8,9 
LKCYFLMA LAKE CITY 9 42 1,2,4,6, 7, 8,9 
LKMRFLHE SANFORD 0 1 1,2,4,6, 7, 8,9 
LYHNFLOH LYNN HAVEN 0 18 1,2,4, 5,6, 7,8, 9 
MCNPFLMA MICANOPY 4 2 1,2, 3,4,6, 7,8,9 
MDBGFLPM MIDDLEBURG 0 20 1,2,4,6, 7, 8,9 
MIAMFLAE MIAMI 0 127 1,2,4,6, 7, 8,9 
MIAMFLAL MIAMI 0 64 1,2,4,6, 7, 8,9 
MIAMFLAP MIAMI 0 5 1,2,4,6, 7, 8,9 
MIAMFLBA MIAMI 0 86 1,2,4,6, 7,8,9 
MIAMFLBC MIAMI 0 14 1,2,4,6, 7, 8, 9 
MIAMFLBR MIAMI 0 99 1,2,4,6, 7,8,9 
MIAMFLCA MIAMI 0 319 1,2,4,6, 7, 8,9 
MIAMFLDB MIAMI 0 1 1,2,4,6, 7, 8,9 
MIAMFLFL MIAMI 0 133 1,2,4,6, 7,8,9 
MIAMFLGR MIAMI 0 9 1,2,4,6, 7,8,9 
MIAMFLHL MIAMI 0 370 1,2,4,6, 7, 8,9 
MIAMFLIC MIAMI 0 51 1,2,4,6, 7, 8,9 
MIAMFLKE MIAMI 0 0 1,2,4,6, 7, 8,9 
MIAMFLME MIAMI 0 65 1,2,4,6, 7,8,9 
MIAMFLNM MIAMI 0 24 1,2,4,6, 7,8,9 
MIAMFLNS MIAMI 0 77 1,2,4,6, 7,8,9 
MIAMFLOL MIAMI 0 53 1,2,4,6, 7,8,9 
MIAMFLPB MIAMI 0 118 1,2,4,6, 7, 8,9 
* AT&T's Lifeline customer counts are as of December 2016. 

**The numbers in this column correspond to the competitive eligible telecommunications carriers (CETCs) identified on 

the last page of this Exhibit. 
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EXHIBITC 

Attachment A 

AT&T Florida Lifeline Customers 

CETCs Designated in AT&T Florida's Current ETC Service Area 

No. of AT&T Lifeline 
Customers* 

Wire Center 
Exchange Designated CETCs** 

CLLI ETC ETC 
Retained Relinquishment 

Area Area 

MIAMFLPL MIAMI 0 10 1,2 4 6 7,8,9 
MIAMFLRR MIAMI 0 39 1,2,4,6, 7,8, 9 
MIAMFLSH MIAMI 0 39 1,2,4,6, 7,8, 9 
MIAMFLSO MIAMI 0 77 1,2,4,6, 7,8, 9 
MIAMFLWD MIAMI 0 109 1,2,4,6, 7,8, 9 
MIAMFLWM MIAMI 0 147 1,2,4,6, 7,8, 9 
MICCFLBB SEBASTIAN 0 4 1,2,4,6, 7,8,9 
MLBRFLMA MELBOURNE 0 96 1,2,4,6, 7,8,9 
MLTNFLRA MILTON 6 45 1,2,3,4,6, 7,8,9 
MNDRFLAV JACKSONVILLE 0 2 1,2,4,6, 7,8,9 
MNDRFLLO JACKSONVILLE 0 26 1,2,4,6, 7,8,9 
MNDRFLLW ST. JOHNS 0 8 1,2,4,6, 7,8,9 
MNSNFLMA MUNSON 4 0 1,2,3,4,6, 7, 8,9 
MRTHFLVE KEYS 0 3 1,2,4,6, 7,8, 9 
MXVLFLMA MAXVILLE 0 4 1,2,4,6, 7,8, 9 
NDADFLAC NORTH DADE 0 53 1,2,4,6, 7,8, 9 
NDADFLBR NORTH DADE 0 73 1,2,4,6, 7,8,9 
NDADFLGG NORTH DADE 0 45 1,2,4,6, 7,8,9 
NDADFLOL NORTH DADE 0 56 1,2,4,6, 7,8,9 
NKLRFLMA KEYS 0 0 1,2,4,6, 7,8,9 
NSBHFLMA NEW SMYRNA BEACH 0 27 1,2,4,6, 7,8,9 
NWBYFLMA NEWBERRY 8 12 1,2, 3,4,6, 7,8,9 
OKHLFLMA OAK HILL 0 1 1,2,4,6, 7,8,9 
OLTWFLLN OLDTOWN 21 13 1,2, 3,4,6, 7,8, 9 
ORLDFLAP ORLANDO 0 105 1,2,4,6, 7,8,9 
ORLDFLCL ORLANDO 0 16 1,2,4,6, 7, 8,9 
ORLDFLMA ORLANDO 0 63 1,2,4,6, 7,8,9 
ORLDFLPC ORLANDO 0 39 1,2,4,6, 7,8,9 
ORLDFLPH ORLANDO 0 81 1,2,4,6, 7,8,9 
ORLDFLSA ORLANDO 0 11 1,2,4,6, 7,8, 9 
ORPKFLMA ORANGE PARK 0 18 1,2,4,6, 7,8,9 
ORPKFLRW ORANGE PARK 0 9 1,2,4,6, 7, 8,9 
OVIDFLCA OVIEDO 0 13 1,2,4,6, 7,8,9 
PACEFLPV PACE 0 20 1,2,3,4,6, 7,8,9 
PAHKFLMA PAHOKEE 0 5 1,2,4,6, 7,8,9 
PCBHFLNT PANAMA CITY BEACH 0 18 1,2,4, 5,6, 7,8,9 

* AT&T's Lifeline customer counts are as of December 2016. 

**The numbers in this column correspond to the competitive eligible telecommunications carriers (CETCs) identified on 

the last page of this Exhibit. 
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EXHIBITC 

Attachment A 

AT&T Florida Lifeline Customers 

CETCs Designated in AT&T Florida's Current ETC Service Area 

No. of AT&T Lifeline 
Customers* 

Wire Center 
Exchange Designated CETCs** 

CLLI ETC ETC 
Retained Relinquishment 

Area Area 

PLCSFLMA PALM COAST 0 16 1 2 4 6 7 8 9 
PLTKFLMA PALATKA 12 53 1,2,4,6, 7, 8,9 
PMBHFLCS CORAL SPRINGS 0 53 1,2,4,6, 7, 8,9 

PMBHFLFE POMPANO BEACH 0 43 1,2,4,6, 7,8,9 
PMBHFLMA POMPANO BEACH 0 152 1,2,4,6, 7,8,9 
PMBHFLTA POMPANO BEACH 0 72 1,2,4,6, 7,8,9 
PMPKFLMA POMONA PARK 0 15 1,2,4,6, 7,8, 9 
PNCYFLCA PANAMA CITY 0 5 1,2,4,5,6, 7,8,9 
PNCYFLMA PANAMA CITY 0 62 1,2,4,5,6, 7,8,9 
PNSCFLBL PENSACOLA 0 60 1,2,3,4,6, 7, 8,9 
PNSCFLFP PENSACOLA 0 43 1,2, 3,4,6, 7,8,9 
PNSCFLHC PENSACOLA 0 16 1,2, 3,4,6, 7,8,9 
PNSCFLPB PENSACOLA 0 3 1,2, 3,4,6, 7,8,9 
PNSCFLWA PENSACOLA 0 50 1,2, 3,4,6, 7,8,9 
PNVDFLMA PONTE VEDRA BEACH 0 0 1,2,4,6, 7, 8,9 
PRRNFLMA PERRINE 1 150 1,2,4,6, 7, 8,9 
PRSNFLFD PIERSON 2 7 1,2,4,6, 7,8,9 
PTSLFLMA PORT ST. LUCIE 0 63 1,2,4,6, 7,8,9 
PTSLFLSO PORT ST. LUCIE 0 16 1,2,4,6, 7,8,9 
SBSTFLFE SEBASTIAN 0 6 1,2,4,6, 7,8,9 
SBSTFLMA SEBASTIAN 0 19 1,2,4,6, 7,8,9 
SGKYFLMA KEYS 0 1 1,2,4,6, 7,8, 9 
SNFRFLMA SANFORD 3 46 1,2,4,6, 7,8, 9 
STAGFLBS ST. JOHNS 0 3 1,2,4,6, 7,8, 9 
STAGFLMA ST. JOHNS 0 34 1,2,4,6, 7,8,9 
STAGFLSH ST. JOHNS 0 18 1,2,4,6, 7, 8, 9 
STAGFLWG ST. JOHNS 0 4 1,2,4,6, 7,8, 9 
STRTFLMA STUART 0 48 1,2,4,6, 7,8, 9 
SYHSFLCC SUNNY HILLS 2 6 1,2,4,6, 7,8, 9 
iTRENFLMA TRENTON 13 13 1,2, 3,4,6, 7,8,9 
iTTVLFLMA TITUSVILLE 0 40 1,2,4,6, 7,8,9 
~ERNFLMA VERNON 4 4 1,2,4,6, 7,8,9 
VRBHFLBE VERO BEACH 0 2 1,2,4,6, 7,8,9 
VRBHFLMA VERO BEACH 1 71 1,2,4,6, 7,8,9 
WELKFLMA WELAKA 2 17 1,2,4,6, 7,8,9 
WPBHFLAN WEST PALM BEACH 0 34 1,2,4,6, 7,8,9 

* AT&T's Lifeline customer counts are as of December 2016. 

**The numbers in this column correspond to the competitive eligible telecommunications carriers (CETCs) identified on 

the last page of this Exhibit. 
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CETCs Designated in AT&T Florida's Current ETC Service Area 
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Exchange Designated CETCs** 

CLLI ETC ETC 
Retained Relinquishment 

Area Area 

WPBHFLGA WEST PALM BEACH 0 119 1 2 4 6 7 8 9 
WPBHFLGR ~EST PALM BEACH 0 25 1,2,4,6, 7,8,9 

WPBHFLHH ~EST PALM BEACH 0 111 1,2,4,6, 7,8,9 

WPBHFLLE WEST PALM BEACH 0 40 1,2,4,6, 7,8, 9 
WPBHFLRB WEST PALM BEACH 0 27 1,2,4,6, 7,8, 9 

WPBHFLRP WEST PALM BEACH 0 45 1,2,4,6, 7,8, 9 

WWSPFLHI WEEKIWACHEE SPRINGS 0 22 1,2, 3,4,6, 7,8,9 

WWSPFLSH ~EEKIWACHEE SPRINGS 0 49 1,2, 3,4,6, 7,8,9 

IYNFNFLMA !YOUNGSTOWN-FOUNTAIN 5 10 1,2,4,6, 7,8,9 

IYNTWFLMA YANKEETOWN 0 5 1,2, 3,4,6, 7,8,9 

IYULEFLMA YULEE 0 8 1,2,4,6, 7,8,9 

Totals 176 7,219 

* AT&T's Lifeline customer counts are as of December 2016. 

** The numbers in this column correspond to the competitive eligible telecommunications carriers (CETCs) identified on 

the last page of this Exhibit. 
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Docket No. 170082-TP 
Date: June 29, 2017 
EXHIBITC AT&T Florida Lifeline Customers 

Attachment A 

CETCs Designated in AT&T Florida's Current ETC Service Area 

ID Code CETC Name 
1 i-wireless, LLC (Access Wireless) 
2 Virgin Mobile USA, L.P. (Assurance Wireless) 
3 Cox Florida Telcom, L.P. d/b/a Cox Communications 
4 Global Connection Inc. of America (of Georgia) 
5 Knology of Florida, Inc. d/b/a WOW! Internet, Cable and Phone 
6 Phone Club Corporation 
7 rtracFone Wireless, Inc. (Safelink Wireless) 
8 If ele Circuit Network Corporation 
9 If -Mobile South LLC 

* AT&T•s Lifeline customer counts are as of December 2016. 

**The numbers in this column correspond to the competitive eligible telecommunications carriers (CETCs) identified on 

the last page of this Exhibit. 
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Docket No. 170082-TP 
Date: June 29, 20 17 AT&T Florida 's Retained ETC Service Area 

Attachment B 

EXHIBIT B CAF II Funded Census Blocks Served by AT&T Florida Wire Centers* 

ARCHFLMA 

ARCH FLMA 

ARCHFLMA 

ARC HFLMA 

* Where a portion of a listed census block fa lls outside AT&T Florida's traditional footprint, AT&T Florida is 

retaining its ETC designation only in the portion of the census block that is within AT &T's trad itional footprint. 
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Docket No. 170082-TP Attachment B 

AT&T Florida's Retained ETC Service Area Date: June 29, 20 17 

EXHIBIT 8 CAF II Funded Census Blocks Served by AT&T Florida Wire Centers* 

* Where a portion of a listed census block fa lls outside AT&T Florida's traditional footprint, AT&T Florida is 
retain ing its ETC designation only in the portion of the census block that is within AT&T's traditional footprint. 
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Docket No. 170082-TP Attachment B 

Date: June 29,20 17 AT&T Florida's Retained ETC Service Area 

EXHIBIT B CAF 11 Funded Census Blocks Served by AT&T Florida Wire Centers* 

BKVLFUF 

BKVLFUF 

BKVLFUF 

BKVLFU F 120530407011247 

BKVLFUF 

BLDWFLMA 

* Where a portion of a li sted census block falls outs ide AT&T Florida's trad itional footprint, AT&T Florida is 

retaining its ETC designation only in the portion of the census block that is within AT &T's trad itional footprint. 
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Docket No. 170082-TP Attachment 8 

AT&T Florida's Retained ETC Service Area Date: June 29, 20 17 

EXHIBITS CAF II Funded Census Blocks Served by AT&T Florida Wire Centers* 

* Where a portion of a listed census block fa ll s outside AT&T Florida's traditional footprint, AT&T Florida is 

retaining its ETC designation on ly in the portion of the census block that is within AT&T's trad itional footprint. 
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Docket No. 170082-TP Attachment B 

AT&T Florida's Retained ETC Service Area Date: June 29, 20 17 

EXHIBIT 8 CAF II Funded Census Blocks Served by AT&T Florida W ire Centers* 

* Where a portion of a listed census block fa ll s outside AT&T Florida's traditional footprint, AT&T Florida is 

retaining its ETC designation only in the portion of the census block that is within AT &T's traditional footprint. 
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Docket No. 170082-TP Attachment B 
Date: June 29, 20 17 AT&T Florida's Retained ETC Service Area 
EXHIBITS CAF II Funded Census Blocks Served by AT&T Florida Wire Centers* 

*Where a p01tion of a listed census block fa ll s outside AT&T Florida's trad itional footpri nt, AT&T Florida is 

reta ining its ETC designation on ly in the portion of the census block that is within AT&T's traditiona l footprint. 
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Docket No. 170082-TP 
Date: June 29, 20 17 AT&T Florida 's Retained ETC Service Area 

Attachment B 

EXHIBIT 8 CAF II Funded Census Blocks Served by AT&T Florida Wire Centers* 

* Where a portion of a listed census block fa lls outside AT&T Florida's trad itional footprint, AT&T Florida is 

retaining its ETC des ignation on ly in the portion ofthe census block that is withi n AT&T's traditional footprint. 
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Docket No. 170082-TP 
Date: June 29, 20 17 AT&T Florida's Retained ETC Service Area 

Attachment B 

EXHIBIT B CAF II Funded Census Blocks Served by AT&T Florida Wire Centers* 

* Where a po11ion of a listed census block fa lls outside AT&T Florida's traditional footprint, AT&T Florida is 

retaining its ETC designation only in the portion of the census block that is within AT &T's traditional footprin t. 
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Docket No. 170082-TP Attachment B 
Date: June 29, 20 17 AT&T Florida 's Retained ETC Service Area 
EXHIBITS CAF II Funded Census Blocks Served by AT&T Florida Wire Cent ers* 

* Where a p01tion of a li sted census block falls outside AT&T Florida's traditional footprint, AT&T Florida is 

reta ining its ETC designation only in the portion of the census block that is within AT&T's traditi onal footprint. 
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Date: June 29, 2017 AT&T Florida's Retained ETC Service Area 

Attachment B 

EXHIBIT B CAF II Funded Census Blocks Served by AT&T Florida Wire Centers* 

* Where a portion of a listed census block fall s outside AT&T Florida's trad itiona l footprint, AT&T Florida is 

retaining its ETC des ignation only in the portion ofthe census block that is within AT&T's traditional footprint. 
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Date: June 29, 2017 AT&T Florida's Retained ETC Service Area 

Attachment B 

EXHIBIT 8 CAF II Funded Census Blocks Served by AT&T Florida W ire Centers* 

* Where a portion of a li sted census block fa lls outside AT&T Florida's traditional footprint, AT&T Florida is 

retaining its ETC designation only in the portion of the census block that is within AT &T's traditional footprin t. 
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AT&T Florida's Retained ETC Service Area Date: June 29, 20 17 

EXHIBITS CAF II Funded Census Blocks Served by AT&T Florida Wire Centers* 

* Where a portion of a listed census block fa ll s outside AT&T Florida's trad itional footprint, AT&T Florida is 

retaining its ETC designation only in the portion of the census block that is within AT&T's traditional footprint. 
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Date: June 29, 2017 AT&T Florida's Retained ETC Service Area 

Attachment B 

EXHIBITS CAF II Funded Census Blocks Served by AT&T Florida Wire Centers* 

* Where a portion of a listed census block fa lls outside AT&T Florida's traditiona l footprint, AT&T Florida is 

retaining its ETC designation on ly in the portion of the census block that is with in AT &T's trad itional footprint. 
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Date: June 29,20 17 AT&T Florida's Retained ETC Service Area 

Attachment B 

EXHIBITS CAF II Funded Census Blocks Served by AT&T Florida Wire Centers* 

* Where a portion of a listed census block fa lls outside AT&T Florida's traditional footprint, AT&T Florida is 

retain ing its ETC designation only in the portion ofthe census block that is within AT&T's traditional footprint. 
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Date: June 29, 2017 AT&T Florida's Retained ETC Service Area 
EXHIBITS CAF II Funded Census Blocks Served by AT&T Florida Wire Centers* 

* Where a p01iion of a listed census block fa lls outside AT&T Florida's traditional footprint, AT&T Florida is 

retaining its ETC designation only in the port ion of the census block that is within AT &T's traditional footprint. 
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Date: June 29, 20 17 AT&T Florida's Retained ETC Service Area 

Attachment B 

EXHIBIT 8 CAF II Funded Census Blocks Served by AT&T Florida Wire Centers* 

* Where a porti on of a li sted census block fa lls outside AT&T Florida's trad itional footprint, AT&T Florida is 
retaining its ETC designation only in the porti on ofthe census block that is within AT&T's trad itional footprint. 
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AT&T Florida's Retained ETC Service Area Date: June 29, 2017 

EXHIBITS CAF II Funded Census Blocks Served by AT&T Florida Wire Centers* 

* Where a portion of a listed census block fa ll s outside AT&T Florida's trad itional footpri nt, AT&T Florida is 

retaining its ETC designation only in the portion ofthe census block that is within AT&T's traditional footprint. 

- 30 -



Docket No. 170082-TP 
Date: June 29, 20 17 AT&T Florida's Retained ETC Service Area 

Attachment B 

EXHIBIT B CAF II Funded Census Blocks Served by AT&T Florida Wire Centers* 

* Where a portion of a listed census block fa lls outside AT&T Florida's traditional footprint, AT&T Florida is 
retai ning its ETC designation only in the portion of the census block that is within AT &T's trad itional footprint. 
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Docket No. 1 70082-TP Attachment B 
Date: June 29, 2017 AT&T Florida's Retained ETC Service Area 

EXHIBIT B CAF II Funded Census Blocks Served by AT&T Florida Wire Centers* 

121270901022026 
121270901022031 
121270901022034 
121270901022036 

* Where a portion of a listed census block fa lls outside AT&T Florida's traditional footprint, AT&T Florida is 
retaining its ETC designation only in the portion of the census block that is withi n AT&T's traditional footprint. 
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Date: June 29,20 17 AT&T Florida's Retained ETC Service Area 

EXHIBIT B CAF 11 Funded Census Blocks Served by AT&T Florida Wire Centers* 

*Where a portion of a listed census block fa ll s outside AT&T Florida's traditional footprint, AT&T Florida is 

retaining its ETC designation on ly in the portion of the census block that is within AT &T's traditional footprint. 
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Date: June 29, 20 17 AT&T Florida's Retained ETC Service Area 

EXHIBIT B CAF II Funded Census Blocks Served by AT&T Florida W ire Centers* 

* Where a portion of a listed census block fa lls outside AT&T Florida's trad itional footprint, AT&T Florida is 
retaining its ETC designation only in the portion of the census block that is within AT&T's traditional footprint. 
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EXHIBIT B CAF 11 Funded Census Blocks Served by AT&T Florida Wire Centers* 

SNFRFLMA 

SNFRFLMA 

SNFRFLMA 

SNFRFLMA 

SNFRFLMA 

SNFRFLMA 

STAGFLBS 

STAGFLBS 

STAGFLBS 

* Where a p01t ion of a listed census b lock fa lls outs ide AT&T Florida's trad itional footprint, AT&T Florida is 

reta ining its ETC designation only in the portion of the census block that is within AT &T's traditional footprint. 
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* Where a portion of a li sted census block fa lls outside AT&T Florida's traditional footprint, AT&T Florida is 
retaining its ETC designation only in the portion of the census block that is within AT&T's trad itional footprint. 
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EXHIBIT 8 CAF II Funded Census Blocks Served by AT&T Florida Wire Centers* 

* Where a portion of a listed census block falls outside AT&T Florida's trad itiona l footprint, AT&T Florida is 

retaini ng its ETC designation only in the portion of the census block that is within AT &T's trad itional footprint. 

- 37 -



Docket No. 170082-TP Attachment B 

AT&T Florida's Retained ETC Service Area Date: June 29,201 7 
EXHIBIT 8 CAF II Funded Census Blocks Served by AT&T Florida Wire Centers* 

* Where a portion of a li sted census block falls outside AT&T Florida's traditional footprint, AT&T Florida is 
retaining its ETC designation only in the portion of the census block that is withi n AT&T's traditional footprin t. 
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Date: June 29,20 17 AT&T Florida 's Retained ETC Service Area 

EXHIBIT B CAF 11 Funded Census Blocks Served by AT&T Florida Wire Centers* 

* Where a porti on of a li sted census block falls outside AT&T Florida's trad itional footprint, AT&T Florida is 
retaining its ETC designation only in the porti on of the census block that is wi thin AT&T's trad itional footprint. 
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AT&T Florida's Retained ETC Service Area Date: June 29, 20 17 
EXHIBIT B CAF II Funded Census Blocks Served by AT&T Florida W ire Centers* 

* Where a por1ion of a listed census block fa lls outside AT&T Florida's tradi tional footprint, AT&T Florida is 

retaining its ETC des ignation only in the portion of the census block that is within AT &T's traditional footprint. 
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EXHIBIT 8 CAF II Funded Census Blocks Served by AT&T Florida Wire Centers* 

TRENFLMA 120419502022008 

*Where a portion of a listed census block fa ll s outside AT&T Florida's traditional footprint, AT&T Florida is 
reta ining its ETC designation only in the portion of the census block that is within AT &T's trad itional footprint. 
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* Where a portion of a listed census block fa ll s outside AT&T Florida's trad itional footprint, AT&T Florida is 
reta ining its ETC designation only in the portion of the census block that is within AT &T's traditional footprint. 
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EXHIBIT 8 CAF II Funded Census Blocks Served by AT&T Florida Wire Centers* 

* Where a portion of a listed census block fa lls outside AT&T Florida's traditional footprint, AT&T Florida is 
retaining its ETC designation only in the portion ofthe census block that is within AT&T's traditional footprint. 
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EXHIBITS CAF II Funded Census Blocks Served by AT&T Florida W ire Centers* 

* Where a portion of a li sted census block fa lls outside AT&T Florida's traditional footprint, AT&T Florida is 
reta ining its ETC designation on ly in the portion ofthe census block that is within AT&T's trad itional footprint. 
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EXHIBIT B CAF 11 Funded Census Blocks Served by AT&T Florida Wire Centers* 

VERNFLMA 

VERN FLMA 

VERNFLMA 

* Where a p01tion of a listed census block fal ls outside AT&T Florida's traditional footprint, AT&T Florida is 
retai ning its ETC designation on ly in the portion of the census block that is within AT&T's trad itional footprint. 
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EXHIBIT B CAF 11 Funded Census Blocks Served by AT&T Florida Wire Centers* 

* Where a pot1ion of a listed census block fa ll s outside AT&T Florida's traditional footprint, AT&T Florida is 
reta ining its ETC designation only in the portion of the census block that is within AT &T's traditional footprint. 
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EXHIBIT B CAF 11 Funded Census Blocks Served by AT&T Florida Wire Centers* 

* Where a portion of a listed census block fa ll s outside AT&T Florida's trad itional footpri nt, AT&T Florida is 
retaining its ETC designation on ly in the portion ofthe census block that is within AT&T's traditional footprint. 
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EXHIBIT B CAF II Funded Census Blocks Served by AT&T Florida Wire Centers* 

* Where a portion of a listed census block fa lls outside AT&T Florida's traditional footprint, AT&T Florida is 

retaining its ETC designation only in the portion of the census block that is withi n AT&T's traditiona l footprint. 
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EXHIBIT 8 CAF II Funded Census Blocks Served by AT&T Florida Wire Centers* 

* Where a portion of a li sted census block falls outside AT&T Florida's traditional footprint, AT&T Florida is 

retain ing its ETC designation only in the portion ofthe census block that is within AT&T's traditional footprint. 
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FTPRFLMA 

* Where a p011ion of a listed census block fa ll s outside AT&T Florida's traditional footprint, AT&T Florida is 
retaining its ETC designation on ly in the portion of the census block that is with in AT &T's traditional footprint. 
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EXHIBITS CAF II Funded Census Blocks Served by AT&T Florida Wire Centers* 

* Where a portion of a listed census block fa lls outside AT&T Florida's tradi tional footprint, AT&T Florida is 

retaining its ETC designation only in the portion of the census block that is withi n AT&T's traditional footprint. 
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EXHIBIT 8 CAF II Funded Census Blocks Served by AT&T Florida Wire Centers* 

* Where a portion of a listed census block fa ll s outside AT&T Florida's trad itiona l footprint, AT&T Florida is 
retaining its ETC designation only in the portion of the census block that is within AT &T's traditional footprint. 
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* Where a portion of a listed census block fa lls outside AT&T Florida's traditiona l footprint, AT&T Florida is 
retaining its ETC designation only in the portion of the census block that is within AT&T's trad itional footprint. 
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EXHIBIT 8 CAF II Funded Census Blocks Served by AT&T Florida Wire Centers* 

* Where a portion of a listed census block fa lls outside AT&T Florida's traditional footprint, AT&T Florida is 

retai ning its ETC designation on ly in the portion ofthe census block that is within AT&T's traditiona l footprint. 
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Date: June 29,20 17 AT&T Florida's Retained ETC Service Area 
EXHIBIT 8 CAF II Funded Census Blocks Served by AT&T Florida Wire Centers* 

* Where a p01tion of a li sted census block falls outs ide AT&T Florida's traditional footp rint, AT&T Florida is 

reta ining its ETC designation only in the portion of the census block that is within AT &T's trad itional footprint. 
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EXHIBIT B CAF II Funded Census Blocks Served by AT&T Florida Wire Centers* 

GCVLFLMA 

GCVLFLMA 

* Where a portion of a listed census block fa ll s outside AT&T Florida's trad itiona l footprint, AT&T Florida is 

retaining its ETC designation only in the portion of the census block that is within AT &T's traditiona l footprint. 
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EXHIBIT 8 CAF II Funded Census Blocks Served by AT&T Florida Wire Centers* 

* Where a p01tion of a listed census block fa ll s outside AT&T Florida's traditional footprint, AT&T Florida is 
retaining its ETC designation only in the portion of the census block that is within AT &T's traditional footprint. 
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EXHIBIT B 
AT&T Florida's Retained ETC Service Area 

CAF II Funded Census Blocks Served Exclusively by AT&T Wire Centers in Another State * 

we cLu we State CENSUS BLOCK # we cLu we State CENSUS BLOCK # 

FMTNALMT AL 120330039001219 FMTNALMT AL 120330039003197 

FMTNALMT AL 120330039002001 FMTNALMT AL 120330039003202 

FMTNALMT AL 120330039002002 FMTNALMT AL 120330039003262 

FMTNALMT AL 120330039002003 FMTNALMT AL 120330039003272 

FMTNALMT AL 120330039002177 FMTNALMT AL 120330039003284 

FMTNALMT AL 120330039002180 FMTNALMT AL 120330039003297 

FMTNALMT AL 120330039002187 FMTNALMT AL 120330039003298 

FMTNALMT AL 120330039002192 FMTNALMT AL 120330039003299 

FMTNALMT AL 120330039002197 FMTNALMT AL 120330039003302 

FMTNALMT AL 120330039002202 FMTNALMT AL 120330039003306 

FMTNALMT AL 120330039002224 FMTNALMT AL 120330039003315 

FMTNALMT AL 120330039002226 FMTNALMT AL 120330039003320 

FM TNALMT AL 120330039003000 FMTNALMT AL 120330039003330 

FMTNALMT AL 120330039003007 FMTNALMT AL 120330039003333 

FMTNALMT AL 120330039003013 FMTNALMT AL 120330039003336 

FMTNALMT AL 120330039003023 FMTNALMT AL 120330039003341 

FM TNALMT AL 120330039003027 FMTNALMT AL 120330039003347 

FMTNALMT AL 120330039003032 FMTNALMT AL 120330039003349 

FMTNALMT AL 120330039003034 FMTNALMT AL 120330039003350 

FMTNALMT AL 120330039003038 FMTNALMT AL 120330039003351 

FMTNALMT AL 120330039003051 FMTNALMT AL 120330039003356 

FMTNALMT AL 120330039003072 FMTNALMT AL 120330039003361 

FMTNALMT AL 120330039003076 FMTNALMT AL 120330039003366 

FMTNALMT AL 120330039003081 FMTNALMT AL 120330039003387 

FMTNALMT AL 120330039003084 FMTNALMT AL 120330040001103 

FMTNALMT AL 120330039003088 FMTNALMT AL 120330040001122 

FMTNALMT AL 120330039003093 FMTNALMT AL 120330040001124 

FMTNALMT AL 120330039003101 FMTNALMT AL 120330040001128 

FMTNALMT AL 120330039003103 FMTNALMT AL 120330040001140 

FMTNALMT AL 120330039003109 FMTNALMT AL 120330040001149 

FMTNALMT AL 120330039003123 FMTNALMT AL 120330040001151 

FMTNALMT AL 120330039003124 FMTNALMT AL 120330040001163 

FMTNALMT AL 120330039003133 FMTNALMT AL 120330040001178 

FMTNALMT AL 120330039003151 FMTNALMT AL 120330040001180 

FMTNALMT AL 120330039003163 FMTNALMT AL 120330040001182 

FMTNALMT AL 120330039003169 FMTNALMT AL 120330040001184 

FMTNALMT AL 120330039003183 FMTNALMT AL 120330040001206 

FMTNALMT AL 120330039003184 FMTNALMT AL 120330040001211 

* Where a portion of a listed census b lock fa lls outs ide AT&T Florida's tradi tional footprint, AT&T Florida is 
reta ining its ETC designation only in the portion of the census block that is within AT &T's traditional footprint. 
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EXHIBIT 8 
AT&T Florida's Retained ETC Service Area 

CAF II Funded Census Blocks Served Exclusively by AT&T Wire Centers in Another State* 

FMTNALMT AL 

* Where a portion of a listed census block fa lls outside AT&T Florida's trad itional footpri nt, AT&T Florida is 
retaining its ETC designation only in the portion of the census block that is within AT &T's traditional footprint. 
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AT&T Florida's Retained ETC Service Area 

Extremely High Cost Census Blocks Served by AT&T Florida W ire Centers* 

DYBHFLOB 

SNFRFLMA 121270832091188 
STAGFLSH 121090211012088 
SYHSFLCC 121339703011034 
SYHSFLCC 121339703011362 

121339703011369 
120419502031036 
120090612023041 
120950166012082 
121339703021233 

* Where a portion of a listed census block fa lls outside AT&T Florida's traditional footprint, AT&T Florida is 
retai ning its ETC designation only in the portion of the census block that is within AT&T's trad itional footprint. 
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AT&T Florida's Retained ETC Service Area 

Extremely High Cost Census Blocks Served by AT&T Florida Wire Centers* 

* Where a port ion of a listed census block fall s outside AT&T Florida's traditional footprin t, AT&T Florida is 
retaining its ETC designation on ly in the portion of the census block that is within AT&T's trad itional footprint. 
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State of Florida

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

Tallahassee, Florida 32399-0850

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

DATE:

TO:

FROM:

RE:

June 29, 2017

OfBce of Commission Clerk (Stauffer)

poe
Division ofEngineering (Matthews, Thompson) (I^
Office of the General Counsel (Corbari)

Docket No. 170070-EQ - Petition for approval of revised standard offer for energy
purchase from cogenerators and renewable generating facilities and standard offer
contract for purchases of firm capacity and energy, by Florida Public Utilities
Company.

AGENDA: 07/13/17 - Regular Agenda - Proposed Agency Action - Interested Persons May
Participate

COMMISSIONERS ASSIGNED: All Commissioners

PREHEARING OFFICER:

CRITICAL DATES:

SPECIAL INSTRUCTIONS:

Administrative

None

Staff recommends the Commission simultaneously
consider Docket Nos. 170072-EQ, 170075-EQ, 170076-
EQ, and 170077-EQ.

Case Background

Section 366.91(3), Florida Statutes (F.S.) requires that each investor-ovraed utility (lOU)
continuously offers to purchase capacity and energy from renewable energy generators and small
qualifying facilities. Florida Public Service Commission (Commission) Rules 25-17.200 through
25-17.310, Florida Administrative Code (F.A.C.), implement the statute and require each lOU to
file with the Commission, by April 1 of each year, a standard offer contract based on the next
avoidable fossil fueled generating unit of each technology type identified in the utility's current
Ten-Year Site Plan. On March 30, 2017, Florida Public Utilities Company (FPUC) filed a

FPSC Commission Clerk
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petition for approval of its revised standard offer rate schedule and standard offer contract, in 
accordance with the rules cited above and Rules 25-9.003, 25-17.0825, and 25-17.0832, F.A.C.  

Because FPUC, an IOU, does not own or operate any electric generating units, it does not have 
any avoidable units on which to base its standard offer contract. Rule 25-17.250(1), F.A.C., 
requires that, under these circumstances, the standard offer contract be based on avoiding or 
deferring a planned purchase. FPUC currently purchases all of its electric power through 
purchased power agreements in its Northeast Division from Jacksonville Electric Authority 
(JEA), and in its Northwest Division from Gulf Power Company (Gulf). FPUC is currently in 
negotiations with Florida Power & Light (FPL) to become the full requirements supplier for the 
Northeast Division once the contract with JEA expires on December 31, 2017. 

The Commission has jurisdiction over this standard offer contract pursuant to Sections 366.04 
through 366.06, and 366.91, F.S. 
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Discussion of Issues 

Issue 1:  Should the Commission approve the revisions to the standard offer rate schedule and 
standard offer contract filed by Florida Public Utilities Company? 

Recommendation:  Yes. FPUC’s revised standard offer rate schedule and standard offer 
contract conform to all the requirements of Rule 25-17.0825, and Rules 25-17.200 through 25-
17.310, F.A.C., and reflect the avoidable costs associated with FPUC’s power purchase 
agreements. Staff recommends that the revisions to the rate schedule and standard offer contract 
filed by FPUC be approved as filed. (Thompson)  

Staff Analysis:  Pursuant to Rule 25-17.250, F.A.C., an IOU must continuously make 
available a standard offer contract for the purchase of firm capacity and energy from renewable 
generating facilities (RF) and small qualifying facilities (QF) with a design capacity of 100 
kilowatt (kW) or less. FPUC does not own or operate any of its own electric generating facilities 
and thus does not file a Ten-Year Site Plan. Instead, FPUC purchases its electric energy under 
long-term, full requirements contracts with wholesale providers. 

The standard offer rate schedule consists of three components: (1) the Standard Offer-As 
Available schedule (SOA); (2) the Standard Offer- Firm Schedule (SOF); and (3) the Standard 
Offer Contract. The SOA and SOF consolidate FPUC's previous REN and COG tariffs, as 
approved by this Commission in Order No. PSC-16-0531-PAA-EQ,1 issued November 22, 2016. 
Revisions to FPUC’s standard offer contract and rate schedule, in type-and-strike format, are 
included as Attachment A to this recommendation. The capacity and energy payments under the 
proposed rate schedule depend on the terms of FPUC’s wholesale contracts with its suppliers for 
FPUC's Northeast Division and Northwest Division. 

Northeast Division 
At present, JEA is the full requirements supplier for FPUC's Northeast Division, which consists 
of Fernandina Beach and Amelia Island. FPUC is currently in negotiations with FPL to become 
the full requirements supplier for the Northeast Division once the contract with JEA expires on 
December 31, 2017. In response to Staff’s First Data Request, FPUC provided estimates of the 
annual payments to an operator with a 10 MW facility, operating at a capacity factor of 80 
percent, for a RF/QF operator located inside the service territory with FPL as the full 
requirements supplier.2 

Northwest Division 
At present, Gulf is the full requirements supplier for FPUC's Northwest Division, which consists 
of portions of Jackson, Calhoun, and Liberty counties. In response to Staff’s First Data Request, 
FPUC provided estimates of the annual payments to an operator with a 10 MW facility, 

                                                 
1Order No. PSC-16-0531-PAA-EQ, issued November 22, 2016, in Docket No. 160074-EQ, In re: Petition for 
approval of new standard offer rate schedule for energy purchases from cogenerators and renewable facilities and 
for approval of standard offer contract for purchased of firm capacity and energy, by Florida Public Utilities 
Company. 
2Document No. 05135-17, dated May 31, 2017, in Docket No. 170070-EQ. 
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operating at a capacity factor of 80 percent, for a RF/QF operator located inside the service 
territory.3 

Conclusion 
FPUC’s standard offer contract and related rate schedule conform to all the requirements of Rule 
25-17.0825, and Rules 25-17.200 through 25-17.310, F.A.C., and reflect the avoidable costs 
associated with FPUC’s purchased power agreements. Staff recommends that the revisions to the 
rate schedule and standard offer contract filed by FPUC be approved as filed. 

                                                 
3Document No. 05135-17, dated May 31, 2017, in Docket No. 170070-EQ.  
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Issue 2:  Should this docket be closed? 

Recommendation:  Yes. This docket should be closed upon issuance of a consummating 
order, unless a person whose substantial interests are affected by the Commission’s decision files 
a protest within 21 days of the issuance of the Commission’s Proposed Agency Action Order. 
Potential signatories should be aware that, if a timely protest is filed, FPUC’s standard offer 
contract may subsequently be revised. (Corbari)  

Staff Analysis:  This docket should be closed upon the issuance of a consummating order, 
unless a person whose substantial interests are affected by the Commission’s decision files a 
protest within 21 days of the issuance of the Commission’s Proposed Agency Action Order. 
Potential signatories should be aware that, if a timely protest is filed, FPUC’s standard offer 
contract may subsequently be revised. 
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FROM:

RE:

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-

June 29, 2017

Office of Commission Clerk (Stauffer)

Pot
Division of Engineering (Matthews, Thompson)
Office of the General Counsel (Cuello)

Docket No. 170072-EQ - Petition for approval of amended standard offer contract
and amended interconnection agreement, by Duke Energy Florida, LLC.

AGENDA: 07/13/17 - Regular Agenda - Proposed Agency Action - Interested Persons May
Participate

COMMISSIONERS ASSIGNED: All Commissioners

PREHEARING OFFICER:

CRITICAL DATES:

SPECIAL INSTRUCTIONS:

Administrative

None

Staff recommends the Commission simultaneously
consider Docket Nos. 170070-EQ, 170075-EQ, 170076-
EQ, and 170077-EQ

Case Background

Section 366.91(3), Florida Statutes (F.S.), requires that each investor-owned utility (lOU)
continuously offers to purchase capacity and energy from renewable generating facilities and
small qualifying facilities. Florida Public Service Commission (Commission) Rules 25-17.200
through 25-17.310, Florida Administrative Code (F.A.C.), implement the statute and require
each lOU to file with the Commission, by April 1 of each year, a standard offer contract based
on the next avoidable fossil fueled generating unit of each technology type identified in the
utility's current Ten-Year Site Plan. On March 30, 2017, Duke Energy Florida, Inc. (DEF) filed a
petition for approval of its amended standard offer contract and rate schedule and amended
interconnection agreement based on its 2017 Ten-Year Site Plan. The standard offer contract
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state of Florida
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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: June 29,2017

TO: Office of Commission Clerk (Stauffer)

Poc -1 /|/-^ 7^
FROM: Division of Engineering (Matthews, Thompson)

Office of the General Counsel (Murphy) ^ ^

RE: Docket No. 170075-EQ - Petition for approval of revisions to standard offer
contract and rate schedule COG-2, by Tampa Electric Company.

AGENDA: 07/13/17 - Regular Agenda - Proposed Agency Action - Interested Persons May
Participate

COMMISSIONERS ASSIGNED: All Commissioners

PREHEARING OFFICER:

CRITICAL DATES:

SPECIAL INSTRUCTIONS:

Administrative

None

Staff recommends the Commission simultaneously
consider Docket Nos. 170070-EQ, 170072-EQ, 170076-
EQ,& 170077-EQ

Case Background

Section 366.91(3), Florida Statutes (F.S.), requires that each investor-owned utility (lOU)
continuously offers to purchase capacity and energy from renewable energy generators and small
qualifying^acilities. Florida Public Service Commission (Commission) Rules 25-17.200 through
25-17.310, Florida Administrative Code (F.A.C.), implement the statute and require each lOU to
file v^th the Commission by April 1 of each year, a standard offer contract based on the next
avoidable fossil 3fueled generating unit of each technology type identified in the utility's current
Ten-Year Site Plan. On March 31, 2017, Tampa Electric Company (TECO) filed a petition for
approval of its revised standard offer contract and rate schedule COG-2 based on its 2017 Ten-
Year Site Plan. The Commission has jurisdiction over this standard offer contract pursuant to
Sections 366.04 through 366.06 and 366.91, F.S.
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Discussion of Issues 

Issue 1:  Should the Commission approve the revised standard offer contract and schedule 
COG-2 filed by Tampa Electric Company? 

Recommendation:  Yes. The provisions of TECO’s revised standard offer contract and 
schedule COG-2 conform to all requirements of Rules 25-17.200 through 25-17.310, F.A.C. 
TECO’s revised standard offer contract provides flexibility in the arrangements for payments so 
that a developer of renewable generation may select the payment stream best suited to its 
financial needs. Staff recommends that TECO’s revised tariff sheets for the standard offer 
contract and revised schedule COG-2 be approved as filed. (Thompson) 

Staff Analysis:  Rule 25-17.250, F.A.C., requires that TECO, an IOU, continuously make 
available a standard offer contract for the purchase of firm capacity and energy from renewable 
generating facilities (RF) and small qualifying facilities (QF) with design capacities of 100 
kilowatt (kW) or less. Pursuant to Rule 25-17.250(1) and (3), F.A.C., the standard offer contract 
must provide a term of at least 10 years, and the payment terms must be based on the Utility’s 
next avoidable fossil-fueled generating unit as identified in its most recent Ten-Year Site Plan, or 
if no avoided unit is identified, its next avoidable planned purchase. TECO has identified a 220 
megawatt (MW) natural gas-fired combustion turbine as its next avoidable fossil-fueled 
generating unit in its 2017 Ten-Year Site Plan. The projected in-service date of the unit is May 1, 
2021. 
 
The RF/QF operator may elect to make no commitment as to the quantity or timing of its 
deliveries to TECO, and to have a committed capacity of zero (0) MW. Under such a scenario, 
the energy is delivered on an as-available basis and the operator receives only an energy 
payment. Alternatively, the RF/QF operator may elect to commit to certain minimum 
performance requirements based on the identified avoided unit, such as being operational and 
delivering the agreed upon amount of capacity by the in-service date of the avoided unit, and 
thereby becomes eligible for capacity payments in addition to payments received for energy. The 
standard offer contract may also serve as a starting point for negotiation of contract terms by 
providing payment information to an RF/QF operator, in a situation where one or both parties 
desire particular contract terms other than those established in the standard offer. 

In order to promote renewable generation, the Commission requires an IOU to offer multiple 
options for capacity payments, including the options to receive early or levelized payments. If 
the RF/QF operator elects to receive capacity payments under the normal or levelized contract 
options, it will receive as-available energy payments only until the in-service date of the avoided 
unit (in this case, May 1, 2021), and thereafter will receive capacity payments in addition to the 
energy payments. If either the early or levelized option is selected, then the operator will begin to 
receive capacity payments earlier than the in-service date of the avoided unit. However, 
payments made under the early capacity payment option tend to be lower in the later years of the 
contract term because the net present value (NPV) of the total payments must remain equal for 
all contract payment options.   
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Table 1 below, estimates the annual payments for each payment option available under the 
revised standard offer contract to an operator with a 50 MW facility, operating at an 80 percent 
capacity factor, which is the minimum capacity factor required to qualify for full capacity 
payments. Normal and levelized capacity payments begin 2021, reflecting the projected in-
service date of the avoided unit (May 1, 2021). 
 
 

Table 1- Estimated Annual Payments to a 50 MW Renewable Facility 
(80% Capacity Factor) 

Year 

Energy 
Payment 

Capacity Payment (By Type) 
Normal Levelized Early Early 

Levelized 
$(000) $(000) $(000) $(000) $(000) 

2018 9,107 - -  2,793   3,278  
2019 10,999 - -  2,862   3,289  
2020 12,097 - -  2,933   3,301  
2021 12,324  2,626   3,011   3,006   3,313  
2022 12,912  4,005   4,527   3,081   3,326  
2023 12,772  4,104   4,543   3,157   3,338  
2024 13,570  4,206   4,560   3,236   3,351  
2025 14,486  4,310   4,578   3,316   3,364  
2026 14,948  4,417   4,595   3,398   3,378  
2027 15,736  4,527   4,613   3,483   3,392  
2028 16,419  4,640   4,632   3,569   3,406  
2029 16,987  4,755   4,651   3,658   3,421  
2030 18,284  4,873   4,670   3,749   3,436  
2031 19,128  4,994   4,690   3,842   3,451  
2032 19,451  5,118   4,710   3,937   3,466  
2033 21,217  5,245   4,731   4,035   3,482  
2034 22,769  5,375   4,753   4,135   3,499  
2035 21,767  5,509   4,774   4,238   3,516  
2036 21,651  5,645   4,797   4,343   3,533  
2037 22,082  5,785   4,820   4,451   3,550  
Total 328,706  80,133   77,656   71,222   68,091  

NPV (2018$) 169,445  38,306   38,306   38,306   38,306  
Source: TECO’s Response to Staff’s First Data Request1 

                                                 
1Document No. 05111-17, dated May 31, 2017, in Docket No. 170075-EQ. 
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TECO’s revised tariff sheets for the standard offer contract, in type-and-strike format, are 
included in Attachment A. All of the changes made to the tariff sheets are consistent with the 
updated avoided unit. Revisions include updates to the avoided unit, dates, and payment 
information which reflect the current economic and financial assumptions for the avoided unit. 

Conclusion 
The provisions of TECO’s revised schedule COG-2 for the standard offer contract conform to all 
of the requirements of Rules 25-17.200 through 25-17.310, F.A.C. The revised standard offer 
contract provides flexibility in the arrangements for payments so that a developer of renewable 
generation may select the payment stream best suited to its financial needs. Staff recommends 
that TECO’s revised tariff sheets for the standard offer contract and revised schedule COG-2 be 
approved as filed. 
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Issue 2:  Should this docket be closed? 

Recommendation:  Yes. This docket should be closed upon issuance of a consummating 
order, unless a person whose substantial interests are affected by the Commission’s decision files 
a protest within 21 days of the issuance of the Commission’s Proposed Agency Action Order. 
Potential signatories should be aware that, if a timely protest is filed, TECO’s standard offer 
contract may subsequently be revised. (Murphy)  

Staff Analysis:  This docket should be closed upon the issuance of a consummating order, 
unless a person whose substantial interests are affected by the Commission’s decision files a 
protest within 21 days of the issuance of the Commission’s Proposed Agency Action Order. 
Potential signatories should be aware that, if a timely protest is filed, TECO’s standard offer 
contract may subsequently be revised. 
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Public Service Commission
Capital Circle Office Center • 2540 Shumard Oak Boulevard

Tallahassee, Florida 32399-0850
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DATE: June 29,2017

TO:

FROM:

RE:

Office of Commission Clerk (Stauffer)
foe

Divisionof Engineering (Matthews, Thompson) I
Office ofthe General Counsel (Murphy) ^

Docket No. 170076-EQ - Petition for approval of new standard offer for purchase
of firm capacity and energy from renewable energy facilities or small qualifying
facilities and approval of tariff schedule REF-1, by Gulf Power Company.

AGENDA: 07/13/17 -Regular Agenda - Proposed Agency Action - Interested Persons May
Participate

COMMISSIONERS ASSIGNED: All Commissioners

PREHEARING OFFICER:

CRITICAL DATES:

SPECIAL INSTRUCTIONS:

Administrative

None

Staff recommends the Commission simultaneously
consider Docket Nos. 170070-EQ, 170072-EQ, 170075-
EQ, andl70077-EQ

Case Background

Section 366.91(3), Florida Statutes (F.S.), requires that each investor-owned utility (lOU)
continuously offers to purchase capacity and energy from renewable energy generators and
small qualifying facilities. Florida Public Service Commission (Commission) Rules 25-17.200
through 25-17.310, Florida Administrative Code (F.A.C.), implement the statute and require
each lOU to file with the Commission by April 1 of each year, a standard offer contract based on
the next avoidable fossil fueled generating unit of each technology type identified in the utility's
current Ten-Year Site Plan. On April 3, 2017, Gulf Power Company (Gulf) filed a petition for
approval of its revised standard offer contract and rate schedule REF-1 for renewable energy
facilities or small qualifying facilities based on its 2017 Ten-Year Site Plan.
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The Commission has jurisdiction over this standard offer contract pursuant to Sections 366.04
through 366.06 and 366,91, F.S.
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Discussion of Issues

Issue 1: Should the Commission approve the revised standard offer contract and schedule
REF-1 filed by Gulf Power Company?

Recommendation: Yes. The provisions of Gulfs revised standard offer contract and
schedule REF-1 conform to all requirements of Rules 25-17.200 through 25-17.310, F.A.C.
Gulfs revised standard offer contract provides flexibility in the arrangements for payments so
that a developer of renewable generation may select the payment stream best suited to its
financial needs. Staff recommends that Gulfs revised standard offer contract and schedule REF-

1 be approved as filed. (Thompson)

Staff Analysis: Rule 25-17.250, F.A.C., requires that Gulf, an lOU, continuously makes
available a standard offer contract for the purchase of firm capacity and energy from renewable
generating facilities (RF) and small qualifying facilities (QF) with design capacities of 100
kilowatts (kW) or less. Pursuant to Rule 25-17.250(1) and (3), F.A.C., the standard offer contract
must provide a term of at least 10 years, and the payment terms must be based on the Utility's
next avoidable fossil-fueled generating unit identified in its most recent Ten-Year Site Plan or, if
no avoided unit is identified, its next avoidable planned purchase. Gulf has identified a natural
gas-fired facility consisting ofthree combustion turbine units totaling 654 megawatt (MW), as its
next planned fossil-fueled generating unit in its 2017 Ten-Year Site Plan. The projected in-
service date of this facility is June 1,2023.

The RF/QF operator may elect to make no commitment as to the quantity or timing of its
deliveries to Gulf, and to have a committed capacity of zero (0) MW. Under such a scenario, the
energy is delivered on an as-available basis and the operator receives only an energy payment.
Alternatively, the RF/QF operator may elect to commit to certain minimum performance
requirements based on the identified avoided imit, such as being operational and delivering an
agreed upon amount of capacity by the in-service date of the avoided unit, and thereby becomes
eligible for capacity payments in addition to payments received for energy. The standard offer
contract may also serve as a starting point for negotiation of contract terms by providing
payment information to an RF/QF operator, in a situation where one or both parties desire
particular contract terms other than those established in the standard offer.

In order to promote renewable generation, the Commission requires the lOU to offer multiple
options for capacity payments, including the options to receive early or levelized pajmients. If
the RF/QF operator elects to receive capacity pa)mients under the normal or levelized contract
options, it will receive as-available energy payments only until the in-service date of the avoided
unit (in this case June 1, 2023), and there^er begin receiving capacity payments inaddition to
the energy payments. If either the early or levelized option is selected, then the operator will
begin receiving capacity payments earlier than the in-service date of the avoided unit. However,
payments made under the early capacity payments options tend to be lower in the later years of
the contract term because the net present value (NPV) of the total payments must remain equal
for all contract payment options.
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Table 1 below, estimates the annual payments for each payment option available under the
revised standard offer contract to an operator with a 50 MW facility operatingat a capacity factor
of 95 percent and meeting the minimum requirement specified in the contract to qualify for full
capacity payments. Normal and levelized capacity payments begin in 2023, reflecting the
projected in-service date of the avoided unit (June 1,2023).

Table 1- Estimated Annual Payments to a 50 MW Renewable Facility

Year

Energy
Payment

Capacity Payment (By Type)

Normal Levelized Early Early
Levelized

$(000) $(000) $(000) $(000) $(000)

2018 11,342
- -

1,556 1,798

2019 12,335
- -

1,598 1,812

2020 12,882
- -

1,642 1,827

2021 13,406
- -

1,686 1,842

2022 13,765
- -

1,732 1,858

2023 14,580 1,593 1,775 1,779 1,875

2024 15,554 2,773 3,058 1,828 1,891

2025 16,277 2,849 3,084 1,877 1,908

2026 16,865 2,926 3,111 1,928 1,926

2027 17,584 3,006 3,139 1,981 1,944

2028 17,907 3,091 3,167 2,035 1,963

2029 18,923 3,174 3,196 2,090 1,982

2030 19,015 3,262 3,225 2,147 2,001

2031 19,490 3,353 3,256 2,205 2,021

2032 20,493 3,444 3,287 2,265 2,042

2033 21,347 3,538 3,320 2,327 2,063

2034 22,337 3,634 3,353 2,390 2,085

2035 23,338 3,733 3,387 2,455 2,108

2036 24,665 3,834 3,422 2,522 2,131

2037 25,792 3,938 3,458 2,591 2,154

Total 357,898 48,147 47,238 40,635 39,232

NPV(2018$) 184,125 21,479 21,479 21,479 21,479

Source: Gulfs Response to Staffs First Data Request

^Document No. 05114-17, dated May 31,2017, inDocket No. 170076-EQ.
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Docket No. 170076-EQ Issue 1
Date: June 29, 2017

Gulfs standard offer contract and schedule REF-1, in type-and-strike format, are included as
Attachment A. All of the changes made to the tariff sheets are consistent with the updated
avoided unit. Revisions include updates to dates and payment information which reflect the
current economic and financial assumptions for the avoided unit costs.

Conclusion

The provisions of Gulfs revised standard offer contract and schedule REF-1 conform to all
requirements of Rules 25-17.200 through 25-17.310, F.A.C. The revised standard offer contract
provides flexibility in the arrangements for payments so that a developer of renewable generation
may select the payment stream best suited to its financial needs. Staff recommends that Gulfs
revised standard offer contract and schedule REF-1 be approved as filed.
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Docket No. 170076-EQ Issue 2
Date: June 29,2017

Issue 2: Should this docket be closed?

Recommendation: Yes. This docket should be closed upon issuance of a consummating
order, unless a person whose substantial interestsare affected by the Commission's decision files
a protest within 21 days of the issuance of the Commission's Proposed Agency Action Order.
Potential signatories should be aware that, if a timely protest is filed. Gulfs standard offer
contract may subsequently be revised. (Murphy)

Staff Analysis: This docket should be closed upon the issuance of a consummating order,
unless a person whose substantial interests are affected by the Commission's decision files a
protest within 21 days of the issuance of the Commission's Proposed Agency Action Order.
Potential signatories should be aware that, if a timely protest is filed. Gulfs standard offer
contract may subsequently be revised.
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Page 1 of34

STANDARD OFFER CONTRACT RATE FOR PURCHASE OF
FIRM CAPACITY AND ENERGY FROM A RENEWABLE ENERGY
FACILITY OR SMALL QUALIFYING FACILITY
(Schedule REF-1)

For purposes of this Rate Schedule the term "Renewable Energy Facility" means a facility that
produces electrical energy from one of more of the sources stated in Florida Public Service
Commission (FPSG) Rule 25-17.210 (1); Florida Administrative Code (FAC,)- Also, tfie term
"Small Qualifying Facility meansa facility with a design capacity of 100 KVV or less as defined in
FPSC Rule 25^17 080, F.A.C. Both "Renewable Energy Facility" and '^matl Qualifying Facility"
are herein referred to as "Facility".

AVAILABILITY:

Gulf Power Company (Company) will purchase firm capadty and energy under this schedule from
any Facility that produces electricalenergy for delivery to the Company, irrespectiveof ^ location,
which is either directly or indirectly interconnected vMth the Company under the provisions of this
sdiedule. The offer to purchase such capacity and energy is continuously available to any Facility
and will remain open until revised by the Company upon approval of ^e FPSC or until closed
pursuant to FPSC Rule 25-17.250 (2), F.A.C. The Company may negotiate and contractwith any
Facility, irrespective of its location, v^ich is either directly or indirectly interconnected with the
company for the purchase of finn capacity andenergy pursuant to FPSC Rlules25-17.240 and
25-17.0832, F.A.C.

APPLICABILITY:

This offer is applicable to any Facility meeting the requirements of FPSC Rules 25-17.210, 25-
17.220, and/or 25-17.0832, F.A.G., irrespeotjve of its location, producing capacity and eneigy for
sale to the Company oh a firm basis pursuant tO the terms and conditions of this schedule and the
Company's "Renewable Standard Offer Cort^ct," Firm capacityand energy are described bythe
FPSC in its Rule 25-17.0832, F.AC., and are produced and sold by a Facility pursuant to a
negotiated or Renewable Standard Offer Contract and subject to certain contractual provisions as
to quantity, time, and reliability of delivery.

CHARACTER OF SERVICE:

The character of service for purchases from Facilities directly interconnected with the Company
shall be, at the option of the Company, single or three phase, 60 hertz, altemating current at any
available standard Company voltage. The character of service for purchases from Facilities
indirectly interconnectedWith the Company shall be three phase, 60 hertz, altemating current at
the voltage level available at the interchange point between the Company and the utility delivering
firm capacity and energy from the Facility.

ISSUED BY: S. W. Connally, Jr.
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(Continued from Schedule REF-1, Sheet No. 9.81)

LIMITATIONS:

Purchases under this schedule are subject to the Conpanyls "General Standards for Safety and
Interconnection of CogeneratlOn and Small Power ^*000(^100 Facilities to the Electric Utility
System" and to FPSC Rules 25-17.080 through 25-17,091, FAG., and are limited to those
Facilities that:

A Beginning upon the date, as prescribed by the FPSC, that a Renewable Standard Offer is
deenried available, execute the COmpahys Renewable Standard Offer contract for the
purchase offirm capadty and energy: and

B. Committo commence deliveries of firm capacity and energy no later than the date specified
by the Facility's owner or representative, or the anticipated In-service date of the Company's
generating ^cility or purchased power resource CAvoided Unit or Resource') that is
designated herein. Such deliveries will continue for a rninimum of ten (10) years from the
anticipated in-service date of the Company's Avoided Unit or Resource up to a maximum of
the life of the Corrpany's Avoided Unit or Resource.

DETERMINATION OF FACILITTS COMMITTED CAPACITY VALUE

Prior to execution of a Renewable Standard Offer Contract, or negotiated contract, between the
Companyand a Fadlity.the Company will determine the Fadlity's capacity value in relationto the
Company's Avoided Unit or Resource during the term of the contract as provided in FPSC Rules
25^17.240 (2), 25-17.250 (1), and 25-17.0832 (3) and (4) FA.C. The "Committed Capacity" willbe
used as the basis for capacity payments to be received by the Fadlity from the Company during
the term of the Renewable Standard Offer Contrad.

RATES FOR PURCHASES BY THE COMPANY

Rrm capacity is purchased in accordance with the provisions of paragraph A below at a unit cost,
indollars per kilowatt per month, based on the valueofthe Avoided Unit or Resource that Gulf has
designated below for purposes of the Rehewabie Standard Offer. The Avoided Unit is currently
designated as 6S4 MWs of CombustiOn Turbine generation with a June 1, 2023 anticipated im
service date. Energy is purchased at a unit cost, in cents per kifowatt-hour, at the Company's
energy rates in accordance vviththe provisions of paragraph B below.

ISSUED BY: S. W. Connelly, Jr.
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(Continued from Schedule REF-1, Sheet No. 9.82)

A. Firm CaDacltv Rates

Four options, 1, 2,3, and 4. as set forth In this paragraph, are available to calcuiate paymente
for fiinti capacity that Is produced by the Facility and delivered to the Company. The capacity
payment will be the product of the Facillt/s CorrvnittedCapacity and the appllcabte rate from
the Facility's chosen capacity payment option. Once selected, ah option shall remain Ineffect
for the term of the coritract with the Conr^any, Tariff Sheet 9.85 contains the monthly rate per
kllpvyatt InaccordarK» wit^ 1 through 4, of firm capacitythe Facility has contractually
committed to deliver^ to the Company and Is based on the nrHnimum contract tenti for ah
agreement pursuant to this Rate Schedule wtiich extends ten (10) years after the anticipated
in-semce date of the Gornpanys Avoided Unit of Resource. PSymentschedules for other
options speclTied within will bemade available bythe Company within thirty days (30) days If
requested by a Facility. At a maximum, firm capacity and eneigy shall be delivered for a
period of time equal to the antldpated plant life of the Avoided Unitor Resource, commencing
vwth tfte anticipated in-service date of the Avoided Unitor Resource,

In addition to capacity payment Options 1 through 4 below, the Facility may elect a payment
stream for the capital componentof the Gornpanys Avoided Unit or Resource, Including front-
end loaded capacity payments, that best meets the Facility's financing requirements. Early
capacity payments consbting of the capital component of the Company's Avoided Unit or
Resource may, at the election of the Facility, commence any time after the actual In-service
date of the Facility and before the anticipatedin-service date of the Companys Avoided Unit
or Resource. Regardless of the payment stream elected by the Facility, the cumulative
present value (CPV) of the capital cost payments made to the Facility over the term of the
Renewable Standard Offer Contract shall not exceed the CPV of the capital cpst payinents
which would have been made to the Fadrity pursuant to FF^C Rule 25-17.0^2 (4)0g)(1),
FAi.C. Fixed operation and maintenance expense shall t)e calculated In accordance with
FPSC Rule 25-17.0832 (6) F.A.C.

Option 1 - Value of Deferral Capadtv Pavments - Value of Deferral Capacity Payments shall
commence on the antidpeted In-sen4ce date of the Company's Avoided Unit or Resource,
provided the FacHfly Is delivering firm capacity and energy to the Company. Capacity
payments under this option shall consist of monthly payments^ escalating annually, of the
avoided capital and fixed operating and maintenance expense associated with the Avoided
Unit or Resource, and shall be eqqal to the value of the year-by^year deferralof the Avoided
Unit or Resource, caldilafed In conformance with the applicable provistons of FPSC Rule 25-
17.0832 (4)(g)(1),FA.C.

Option 2 - Eariv Caoacltv Pavments - Payment schedules under this option are based on an
equivalent net present yajue of the Value of Deferral Capacity Payments for the Company's
Avoided Unit or Resource with an In-service date specified above. The Facilityshall select

ISSUED BY: Susan Story
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(Continued from Schedule REF-1, Sheet No. 9.83)

the month and year in which the delivery of firm capacity and energy to the Company is to
commence and capacity payments are to start Early Capacity Payments shall consist of
monthly paynnents, escalating annually, of the avoided capital and fixed operating and
maintenance expense associated with the Avoided Unit or Resource. Avoided capacity
payments shall be calculated in confpnrianoe vyith the applicable provisions of FPSC Rule25-
17.0832 (4)<g)(2), F.A.C. At the option of the Facility, Early Capacity Payments rray
commence at any time after the spedfled earliest capacity payment date and before the
anticipated In-service date of the Company's Avoided Unit or Resource provided the Fadlity is
delivering firm capacity and energy to the Company. Where Early Capacity Payments are
elected,the cumulative present>ralue of the capacity payments madeto the Facility overthe
term ofthe contract shall riot exceedthe cumulative presentvalueof the capacity payments
which would have been made to the Facility had such payments been made pursuant to
Option 1.

Option 3 - Levelized Caoadtv Payments - Levelized Capacity Payments shall commence on
the anticipated in-service date of the Compariy's Avoided Unit or Resource, provided the
Facility is delivering firm capadty and energy to the Company. The capital portion of the
capacity payment under this option shall consist of equal monthly payrhentsover the term of
the contract, calculated in accordance with the applicable provisions of FPSC Rule 25<-
17.0832 (4)(g)(3). F.A.C; The fixed operation and maintenance portion of the cai^city
payment shall be equal to tfie value of the year-by-year deferral of fixed operation and
maintenance expense associated with the Company's Avoided Unit or Resource. Where
Levelized Ca|racKy Payments are elected, the cumulative present value of the capacity
payments made te the Fadlity over the term of the contract shall hot exceed the cumulative
present value of the capacity ii^yments whichyi^uld have been rnade tp the Facility had such
paymentbeen made pursuantto Cption 1.

Option 4 - Eaiiv Levelized Caoadtv Pavments - Payment schedules under this option are
based on an equivalent net present Value of the Value of Deferral Capacity Payments for the
Company's Avoided Unit or Resource with an in-seiytce date specified above. The capital
portion of the capacity payment under this option shall consist of equal monthly payments
over the term Ofthe contract, calcuiated in accordance with the applicable provisions of FPSC
Rule 25-17^0832 (4)(g)(4), F.A^C. The fixed operation and maintenance portion of bie
capacity payments shall be equal to the A/alue of the year-by-yeaf deferral of fixed operation
and maintenance expense associated with the Company's Avoided Unit or Resource. At,the
option of the Facility, Early Levelized Capacity Payments shall commence at any time after
the specified earliest capacity payment date and before the antidpated in-service date of the
Company's Avoided Unit or Resource provided the Facility is delivering firm capacity and
energy to the Company. The Facility shall select the monthand year in whidi the defiveiy Of
firmcapadty and energy to the Company is to commence and capadty paynrientsare to start.
Where Early Levelized Capacity Payments are elected, thecumuiative present value ofthe

ISSUED BY; Susan Story
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capacity payments made to the Facility over the term of the contract shall not exceed the
cumulative present value of the capacity payments which would have been made to the
FadRty had such paynnents been made pursuant to Option 1.

All capacity payments made by the Company prior to the anticipated in-service date of the
Company's Avoided Unitor Resource are considered "Early Payments". The owner, owner's
representative, er operator of the Fadlity, as dedgnated by the Company, shall Secure its
obligation to repay,with interest, the accumulated amount of EarlyPayments to the extent that
the cumulative present value of the capadty payments made to the Facility over the term of
the contract exceeds the cumulative present value of the capacity payments which would
have been made to the Facility had such payments been made pursuant to Option 1. or to the
extent that annual firm capacity paynrients made to the Facility in any year exceed that year's
annual value of deferring the Company's Avoided Unit or Resource in the event the Fadlity
defaults under the terms of its Renewable Standard Offer Contract with the Company. The
Company will provide to the Fadlity monthly summaries of the total outstanding balance of
such security obligations. A summary of the types of security instruments which are generally
acceptable to the Company is set forth in Paragraph C of the SPECIAL PROVISIONS Section
below.

MONTHLYCAPACITY PAYMENT RATE (MCR)
BASED ON GULPS CURRENltY SPECIFIED

AVOIDED UNIT OR RESOURCE

June - May
Contract Period

Option 1
Normal

$/KW-MO

Option 2
Early

$/KW-MO

Options
Levelized

$/KW-MO

Option 4
Early Levelized

mSN-MO

2016 to 2017 0:00 0:00 244

2017 to 2018 0.00 4:822.16 0.00 2462.44

2018 to 2019 0.00 4:872:22 0.00 2472.46

2019to2020 0.00 2:022.28 0.00 2482.48

2020 to 2021 0.00 2:082.34 0.00 2202.50

2021 to 2022 0.00 2442.41 0.00 ^2.52
2022 to 2023 0.00 248248 0.00 2232.54

2023 to 2024 A 'ioA ek
"Ti vw 2:262.54 4:744.90 2:^2.57

2024 to 2025 4r484.67 2:322.61 4:774.94 2272.59

2025 to 2026 4:614 80 4382.69 A af\A go 2282.62

2026 to 2027 4r734.93 2452.76 4:845.03 220264

2027 to 2028 4:865.07 2:542.84 4:875.08 222267

2028 to 2029 5:005.21 2:582.91 4W.13 224269

2029 to 2030 5445.35 2^2:99 4:855.17 226272

2030 to 2031 5:285.50 2:7^.08 4:885.23 2282.75

2031 to 2032 6435.65 3:8W.16 5:035;28 2402.78

2032 to 2033 5:575.80 2:883.25 6:076.33 242281

ISSUED BY: S. W. Connally, Jr.
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The capacity payment for a given month will be added to the energy payment for such month
and tendered by the Companyto the Facility as a single paymentas promptly as possible,
normallyby the twentieth business day following the day the meter is read.

B. Energy Rates

1. Payments Starting On In-Service Date of Avoided Unit or Resource: The Facility shall
be paid at the Avoided Unit or Resource's energy rate for all energy delivered to the
Company during each hour of the monthly billing period in whic^ the Avoided Unit or
Resource would have operated had the unit been installed. For each hour of the
monthly billirig period in which the Avoided Unit or Resource would not have operated,
the Facility shall be paid for all energy delivered to the Company duringthat hour at the
lesser of the Company's As-Available energy rate as described in its Rate Schedule
CdG-1, Sheet 9.3 or the Avoided Unitor Resource's energy rate.

The Avoided Uriit or Resource'e energy rate, in cents per kUpwatt-hour;, shajl be the
product of the Avoided Unit or Resource's applicable fuel cost and heat rate, plus the
applicable variable operation and maintenance expense. All energypurchases shallbe
adjusted for losses from thepoint ofmetering to thepoint ofinterconnection.

2. Payments Prfor To In-Service Date of Avoided Unit or Resource'. The Cornpany's As-
Available energy rate, as described in Rate Schedule COG-1, Sheet 9.3; will be applied
to all energy delivered by the Facility to the Company prior to the Avoided Unit or
Resource's in-sen/ice date. As-available energy payments to the Facilityshall be based
on the sum, over all hours of die monthly billing period in which the Ricility delivers
energy tothe Company, ofthe product ofeach hour^s As-Available energy rate times the
energy received by the Company during that hour. All energy purchases shall be
adjusted for losses fromthe pointof meteringto the pointof interconnection.

3. Fixed Energy PaVmente: Upon request by the Facility, the Companywill provide the
following fixed payment options for energy delivered to the Company.

a. As-Available energy payments made prior to the Avoided Unit or Resource's in-
service date shall be based en the Company's year-by-year projection of system
incremental fuel costs, prior to hourly economy energy sales to other utilities,
based on normal yveather arid fuel market conditions; Afuel market volatility risk
premium may be added to the energy payments uponmutual agreement between
Company and Facility regarding the method or mechanism for determining such
risk premium.

ISSUED BY: S. W. Connaily, Jr.
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b. Firm Energy Payments: Subsequent to the determination of full avoided cost and
subject to provisions of FE^C Rule 25.17-0832 (3) (a) through (cQ, a mutually
agreed portion of the Avoided Unit or Resource's base energy costs shall be fixed
and amortized on a present value basis over the teim of the contract starting as
early as the irirservice date of the Facility, Base energy costs associated with the
Avoided Unit or Resource shall rtiean the energy coste that would have resulted
had the Avoided Unit or Resource been operated.

PERFORMANCE CRITERIA

Payments from the Qornpany for firm capacity are conditioned onthe Facility's ability to maintain
the fbilowirig performance criteria:

A Commercial In-Service Date

Capaaty payments shall not commence until the Facility has attained and demonstrated,
comhnerdal in-service status. The cohnimercial in-service date of a Facilityshall be defined as
the first day of the month following the succe^ul completion of a test in which the Facility
maintains an hourly kilowatt (KVV) output, as metered at tee pointof interconnection with the
Company, equal to or greater than the Facility's Comn^ed Capacity specified in its
Reriewable Stendard Offer Contrati for an entire test period. A Fadlity shall coordinate the
selection of the test period with the Company to ensure teat the perforrriance of the Facility
during this period is reflective ofday-to-dayoperational conditions likely to be experienced by
the Company's Avoided Unit or Resource if itwere to be in actual operation during a simitar
period.

B. Fadlitv Caoacitv Availabilitv Requirement

Payments for firm capacity shall be made monthly in accordance with the capadty payment
rate option selected by tee Fadlity, subject to tee condition that, beginning on tee Avoided
Unit or Resource's'in-servicedate and continuing through the rernainderof the contract term,
the Fadfitymaintainsthe rninimum Equivalent Availability Factor (EAF) teat is defined in tee
ANNUAL CAPACITY AVAILABILITY FACTOR DETERMINATION Section below for each 12
month perfomnance period ending August 311. Failure to satisfy this availability requirement
shall result in an obligation for repayment by the Facility of aft arnount Calculated in
accordance with tee Capadty Repayment procedure contained in Paragraph A of tee
ANNUAL CAPACITY AVAILABILITY FACTOR DETERMINATION Section below.

ISSUED BY: Susan Story
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For the first performance period of the Renewable Standard Offer Contract, the repayment
obligation shall be determined as below, except that the period for which the availability
requirement applies and whtdi is subject to repayment shall begin on the Avoided Unit or
Resource's in-service date and end on the August 31 jrhmediately followihg the Avoided Unit
or Resource's in-service date.

In addition to the foregoing, when early capacity payments have been elected and received,
the feilure of tiie Ricility to satisfythe ayaiiability requirement set forth below shallalso result
in an obligation for additional repayments by the Facility to the Company. The amourit of such
additional repayment shall be equal to the difference between: (1) what the Facility would
have been paid during the previoustwelvemonthsendingAugust31 had itelected the normal
payment option; and (2) what it was paid pursuant to the payment option selected. Prior to
the in-service date of the Avoided Unit or Resource, all performance requirements as listed in
Paragraph B of the following Section will apply at the time initial capacity and energy
deliveries from the Facilitycommence.

ANNUAL CAPACITY AVAILABILITY FACTOR DETERMINATION

In October following each performance period, the Company wilj calculate the availability of the
Facility over the hioSt recent twelve monthperfbrrhance periodertding August31. For purposes of
this Schedule, the annual capacity availability is determined using tfre NERC Generation
Availability Data System(GADS) formula for EAF that is shown below. The Facility will be entitled
to reteiin capacity payments received during the annual period ifan EAFof 95% is maintainedfor
each perforrnance period. Ifthe Facility fails to maintain this EAF, then the Facility vyill repay the
Company a portion of the performance period capacitypayrrients as calculated in accordance with
the procedure in Paragraph A^

EAF= {(AH- (EUDH + EPDH + ESEDH)]/ PH} X100 (%) where,

AH = Available Hours
Sum of all SH, RSH, Pumping Hours, and Synchronous Condensing Hours.

EPDH = Equivalent Planned Derated Hours
Product of the Planned Derated Hours and the Size of Reduction, divided by the
NMC.

ESEDH c Equivalent Seasonal Derated Hours
NMC less the NDC, times the Available Hours (AH), divided by the NMC.

EUDH = Equivalent Unplanned Derated Hours
Product of the Unplanned Derated Hours and the Size of Reduction, dhrided by
the NMC.

ISSUED BY: S. W. Connally, Jr.
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NDC = Net Dependable Capacity
NMC modified for ambient limitations.

NMC = Capacity a unit can sustain over a spedfied period when not restiicted by
ambient conditions.orequipment deratings, minus the losses associated with
station service or auxiliary loads.

PH = Period Hours

Number of hours a Unitwas in the active state. A unit generally enters the active
stateon its commercial date.

RSH = Reserve Shutdown Hours

Total number of hours the unit was available for service but not electrically
connected to the transnrvssion system for economic reasons.

SH = Service Hours
Total number of hours a unit was electrically connected to the transmission
system.

A. Caoadtv Repayment Calculation

The following conditions \mII determine the amount of the Facllit/s Capacity Repayment
obligation:

1. If EAF is greater than or equal to 95%, then;

Capacity Repayment (CR) = 0

2. If EAF is less than 95%butequalto or greaterthan 60%. then;

CR = (Monthly Capadty Rate (MCR) XCommitted Capacity (CC) XMonths in
Performance Period (MPP) X((9^EAF)/95)

3. If EAF is less Uiat 60%, then;

CR = MCRXCCXMPP

B. Additional Performance Criteria

1. The Facility shall provide mon^ly generation estimates by October 1 for the next
calendar year; and

2. The Facility shall promptlyupdate its yearly generation schedule when any changes are
detendned necessary; and

ISSUED BY: 8. W. Connally, Jr.
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3. The Facility shall agree to reduce generation or take other appropriate action as
requested by the Conhpanyfor safety reasons or to preserve system integrity; and

4. The Facility shall coordinate scheduled outages with the Company; and
5. The Fadltly shall comply with the reasonable requesto of the Company regarding dally

or hourly communications and;
6. The Facility must prorr^y notify the Company of its inability to; supply any portion of its

full Committed Capacity froriri the Faciiity. Failure of the Facility to notify the Company Of
a knownderating or inability to rneet its Conrvrtitfed Capacityobligation rmy; at the sole
discretion of the Company, result in a determination Ofnon-perfomniance.

DELIVERY VOLTAGE ADJUSTMENT

Energy payhnents to Facilities directly intercorlhected with the Company Shall be adjusted
according to the delivery voltage by dividing the energy delivered at that voltage by the following
factors:

Transmission Voltage Delivery 1.01801#
Substation Voltage Delivery 1.03208##
PrimaryVoltage Delivery 1.05862#ISf#
SecondaryVoltage Delivery i .08576i5t###

# Any Facilityinterconnected at a voltaqe of 46 KVor above.

## Any Facility interconnected at a voltage on the low side of a substation below 46 KV and
above 4 KV. This substation, where the Facility takes electricity on the low side, shall have
transmission voltage on the high side (115, 69, or 46 KV) and distribution voltage on the
low side (25,12, or 4 KV).

### Any Facilityinterconnected at a distribution voltage, 4 to 25 KVinclusive.

#### Any Facility interconnected at a voltage below 4 KV.

METERING REQUIREMENTS

Facilities directly interconnected with the Company shall pay the Company for meters required
hereunder; Hourly demand recording meters shall be required for each individual generator unit
comprising a Facility witha total installedcapacity of 100 KW or more. Where the total installed
capacity of the Facility is less than 100 KWv the Facility rhay select from either hourly demand
recording meters, dual kilowatt-hour register time-^f-day metersor standardkilowatt-hour meters.
Metersshallbe installed to measure the energy production ffom each generating unitOf the

ISSUED BY: Mark Crosswhite

-16-



Docket No. 170076-EQ
Date: June 29,2017

GULFA
ASOlflfllRN CONinUfV

Section No. IX
Fourth Revised Sheet No; 9.91

Canceling Third Revised Sheet No. 9.91

Attachment A

Page 11 of 34

(Continued from Schedule REF-1, Sheet No. 9.90)

Facility as well as net delivered energy at the point of interconnection. Purchases from Facilities
indirectly interconnected with the Company shall be measured as the quantities scheduled for
interchange to the Company bythe utility delivering firm capacity and energyto the Company.

BILLING OPTIONS

The Facility rnay elect to make either simultaneous purchases and sales or net sales. The
dedsjon to change billing methods can be made once every tyvetye (12) months coinddingwith the
next Fuel and Purchased Power Cost Recovery Factor billing period providirig the Company is
given at least thirtydays written notice before the change is to take place. In addition, allowance
mustbe madeforthe installation or alteration ofneeded metering or interconnection equipment for
which the Fadlity mustpay; and such purchases and/or sales must not abrogate any provisions of
the tar^ or contrad with the Company.

A statement covering the charges and payments due the Fadlity is rendered monthly, and
payment normally is made bythe twentieth businessday following the end ofthe billing period.

CHARGES TO THE FACILITY

A. Base Charges

Monthly base charges for meter reading, billing and other applicable administrative costs shall
be equal to the base charge applicable to a customer receiving retail service under similar
load <^aracteristics.

B. Interconnection Charge for Non-Variable Utiiitv Expenses

The Fadlity, in accordance Rule 25-17.087, FAC., shall bear the cost required for
interconnection induding the cost of metering and the cost of accelerating construction of any
transmission or distribution system Improvements required jn order to accommodate the
location chosen by the Facility. The Fadliiy shall have the option of payment in full for
interconnection or making equal montiily installment prindple payments over a thirty-six (36)
month period plus interest at the thirty (30) day commerdal paper rate,

ISSUED BY: 3. W. Cpnnally, Jr.
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G. Interconnection Charge for Variable UtHitv Expenses

The Facility shall be billed monthly for the cost of variable utilityexpenses associated with the
operation and maintenance of the interconnection. These iridude (a) the Company's
inspections of the interconnection, and (b) maintenance of any equipmentbeyond that which
would be required to provide normal electric service to the Fadlity if no sales to the Company
were involved.

D. Taxes and Assessments

The Fadlity shall hold the Company and its general body of ratepayers harmless from the
effeds of any additional taxes, assessments or other impositions that arise as a result of the
purchase of energy and capadhr from the Fadlityirrlieuof other energy and capacity. Any
savings in regards to taxes Of assessments shall be induded in the avoided cod payments
made to the Fediityto the extent permitted by law. Inthe event the Company becomes liable
foradditional taxes, assessments or inripositlons arising out of itstransacdonswith the Fadlity
under thls tariffschedule or any related interconnection agreement or due to changes In laws
affecting the Conpany's purchases of energy and capacityfrom the Fadlityoccurring after the
execution of an agreement under this tariff schedule and for which the Company would not
have been liable if it had producedthe energy and/or constructedfadlitles sufficient to provide
the capacity contemplated under such agreement itself, the Company may bill the Facility
monthly forsuch additional expenses ormay offset themagainstamountsdue to the Facility
from the Company. Any savings in taxes, assessments or impositions that accrue to the
Company as a resultof its purchase of energy and capacityunder this tariff schedule that are
notalready reflected inthe avoided energyor avoided capacity payrnente made to the Facility
hereunder, shati be passed on to the Facility to the extent permitted by law vvithout
consequential penalty or loss of such benefit to the Company.

TERMS OF SERVICE

A. It shall be the Fadllty's responsibility to Inform the Company of any change in its electric
generation capability.

B. Any electric service delivered bythe Company to tte Facility shallbe metered separately and
billed under the applicable retail rate schedule and the termsand conditions of the applicable
rate schedule shall pertain.

C. Asecurity depositwill be required inaccordancewith FPSCRules 25-17.082(5) and 25-8.097,
F.A.G. and the following:

1. In the first year of operation, the security deposit shall be based upon the singular month
Inwhich the Facility's projectedpurchases fromthe Companyexceed, bythe greatest

ISSUED BY: S. W. Gonnally, Jr.
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amount, the Company's estimated purchases from the Facility. The security deposit
should t>e equal to tv^e the amount ofthe difference estimated for that month. The
deposit shall be required upon interconnectioh.

2. For each year thereafter, a review of the actual sales and purchases betwaen the
Facflity and the Company shall be conducted to detennine the actual morithof maximum
difference. The security deposit shall beadju^d toequal twice thegreatest arnount by
Which the actual monthly purchases by the Facility exceed the actual sales to the
Company in that month.

D. The Company shall specify the point of interconnection and voltage level.

E. Facilities directly interconnected withthe Company shall be required to sign the Company's
filed Sitandard Interconnection Agreenient inorderto to engage in parailel operations v^h the
Company. The Facility shall recognize that its generation equipment and other related
infrastructure may have unique interconnection requirements which will be separately
addressed by rhodifications to the Compan/s General Standards for Safety and
Interconnection where applicable.

F. Facilities indirectly interconnected yvith the Company are required to make all arrangements
needed to deliver the: capacily and energy purchased from the Facility by the Company to the
Company's interchange point with the delivering utility.

G. Service under this Schedule is subject to the rules and regulations of the Company and the
FPSC as well as otherapplicable federal and state legislation orregulations.

SPEQIAL PROVISIONS

A. Special contracts deviating from the above Schedule are allowable provided they are agreed
to by the Company and approved by the FPSC.

B. A Facility directly interconnected with the Companymay sell firm capacity and energy to a
utility other than the Company. Where such agreements exist, the Conr^iany will provide
transmission wheeling service to deliver the Facility's power to the purchasing utilityor to an
intermediate utility. In addition, the Company vyill provide transmission, wheeling service
through its territory for a Facility indirectly interconnected with.the Companyj for delivery ofthe
Fadlitys power to the purchasing utiRty or to an intermediate utility. In either case, where
existing Company transmission capacity exists, the Company will impose a charge for
wheeling Facility capacityand energy, measured at the pointofdelivery to the Conipahy.

The Facility shall be responsiblefor allcosts associated With such wheeling including:

1. Wheeling charges;
2. Line losses incurred by the Company; and
3. Inadvertent energy flows resulting from such wheeling.

ISSUED BY: Mark Crosswhite
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Energy delivered to the Company shall be adjusted before delivery to another utility.

interstate transactions are defined as those deterrrvned to be |n the jurtedictlon of the Federal
Energy Regulatory Commission (FERC).

C.

Capacity delivered to the Company shall be adjusted before delivery to another utility,
following estimated adjustment factors are supplied for informational puh>oises only:

Renewable Fadlitv Deliverv Voltage

Transmission Voltage Delivery
Substation Voltage Delivery
Primeuy Distribution Voltage Delivery

Adiustment Factor

0.96758

0.94103

0.91001

The

All charges and adjustments for wheeling will be determined on a case-by-K»se basis.

A/Vhere wheeling power produced bya Facility for deliveryto the Company or to another utility
will nnpair the Company's ability to give adequate service to the rest of the Company's
customers or place an undue burden on the Company, the Company may petitionthe FPSC
for a waiver of this Special Provision B, or require the Facility to |Miy for the necessary
transmission system improvements in accordance with the National Energy Policy Act of
1992, or other applicable Federal law.

In order to establish the appropriate transmission service arrangements, the Facility rnust
contact:

Manager Transmission Services
Southern Corrtpany Services
post Office Box 2625

Birmingham AL 35202

As a means of protecting the Compan/s customers from the possibility of a Facility not
comingon Ilnqas provided for under an executed Renewable Standard Offer Contractand in
order to provide the CompanyWith additional and immediately available funds for its use to
secure replacement and reserve povver in the event that the Facility foils to successfully
complete construction and come on line in accord with the executed Renewable Standard
Offer Contract, theCompany requires thata cashcompletion security deposit equal to$20 per
kw of the nameplate capacity of the Facility's generator unit(s) at the time the Company's
Renev/able Standard Offer Contract is executed by the Faality. At the election of the Facility,
the corrpletion security deposit may t>e phased in such that one half of the total deposit due is
paid at contract execution and the remainder within 12 months after contract execution.

ISSUED BY: Mark Crosswhite
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Depending on the nature of the Fadfity's operation, financial health and solvency, and its
ability to meet the terms and cohditiohs of the Company's Renevuable Standard Offer
Contract,one ofthe folloy^ng. at the Company's discretion, maybe used as an alternative to a
cash deposit as a means of securing the completion of the Facility'sproject in accord vvith the
executed Renewable Standard Offer Contract:

1. an unconditional, irrevocable direct pay letter; or

2. surety bond; or

3. other means acceptable to the Company.

The Company will cooperate with each Facility seeking an aitemative to a cash security
deposit as an acceptable means of securing the completion of the Fadiity's installation in
accord VMth an executed Renewable Standard Offer Contract. The Company willendeavor in
good faith to acconmiodate an equivaient to a cash security deposit which is in the best
interests of both the Facilityand the Company's customers.

In the case of a governmental solidwaste Fadlity, pursuantto Subsection 366.91 (3), Florida
Statutes and FPSC Rule 25-17.091, F.A.C., the following willbe acceptable to the Company:

The unsecured promise of a mUnidpal, coUhty, or state government that it will pay the
actual damages incurred by the Company because the goyemmental Fadlity feils to
cOme on line priorto the planned iri-service date for the Avoided Unit or Resource.

D. Election of Early Capacity Payments underan Option otherthan (1)through (4)above, and/or
electionof the Fixed EnergyPayments will result in the Company's immediate re-evaluation of
the completion security reqUirerrtents as addressed above in order to determine the adequacy
of such security Instrumentsi Giveh the terms and conditions ultimately set Inthe Renewable
Standard Offer Contract, additional security requirements may be spedfied by the Company.

ISSUED BY: Susan Story
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E. The Company, in evaluating the viabilityof any particular offer may exercise Hsrights under
FPSC Rule 25-17.0832(4)(c)(2)(b). F.A.C.

F. In the event that the Facility decides to sOll any of all Renewable Energy Certificates, Green
Tags, or other tradable environmental interests (collectiveiy "Environmental Interests^ that
result from the electric generation of the Facility during the term of an executed Renewable
Standard Offer Contract, the Facility shall provide notice to the Company of its Intent to sell
such Eriylronrnetital Interests and provide the Company a reasonable opportunity to offer to
purchase su^ Environmental Interests.

G. Ail Renewable Standard Offer Contracts for the purchase of capacity and energy from a
Facllify shall include a provisionto reopen the contract, at the election of either party, limited
to changes affecting the Company's fUli avoided costs of die unit on vyhlch the Renewable
Standard Offer Contract is based as a result of new environmental or other regulatory
requirements enacted during the term of the contract.

ISSUED BY: Susan Story

-22



Docket No. 170076-EQ
Date: June 29,2017

GULFA
ASOUTHiRN GeMFANY

Section No. IX

Fourth Revised Sheet No. 9.97

Canceling Third Revised Sheet No. 9.97

Attachment A

Page 17 of 34

STANDARD OFFER CONTRACT FOR PURCHASE OF FIRM
CAPACITY AND ENERGY FROM A RENEWABLE ENERGY

FACILITY OR SMALL QUALIFYING FACILITY
("RENEWABLE STANDARD OFFER CONTRACr')

THIS AGREEMENT ismade and entered into this

ISSUED BY: S. W. Connally, Jr.

-23-

day of. by

and between , hereinafter referred to as the "Seller*; and

Gulf Power Company, a corporation, hereinafter referred to as the "Company". The Seller and the

Company shall coliectively be referred to herein as the "Parties".

WltNESSETH:

WHEREAS, for purposes of this contract, the term "Renewable Energy Facility" means a

facility that produces electrical energy from one or more of the sources stated in Florida Public

Service Commission (FPSC) Rule 25-17.210 (1), Florida Administrative Code (F.A.C.), and the

term "Small Qualifying Fiaciiity" meana a friciiity with a design capacity of 100 KW or less as

defined in FPSC Rule 25-17.080, F.A.C.j thus, both "Renewable Energy Facility" and "Snrall

Qualifying Fadlity" are herein referred to as "Fadlity"; and

WHEREAS, the Seller desires to sell, and the Company desires to purchase, firm capacity

and energy to be generated by the Facility, such sale and purchase to be consistent with FPSC

Rules 25-17.080 through 25-17.091; and

WHEREAS, the Seller, in accordance vwth FPSC Rule 25-17.087, F.A.C., has entered into an

interconnecdon agreemerit with the utility that the Facility is directly interconnected, attached

hereto as Appendix Ai and

WHEREAS, the FPSC has approved the following standard contract for use in the acceptance

of the Company's standard offer for the purchase of firmcapacity and energy from Facilities,

NGVy THEREFORE,for mutual corisideration the parties agree as follows:
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(Continued from Standard Offer Contract, Sheet No. 9.97)

1. Facil'rtv

The Seller either contemplates installing and operating or has installed and is operating a

Facility comprised in whole or in part of the following generator units located at

Unit

Description
(Type)

Initial

In-Service

Date

ISSUED BY: S. W. Connally, Jr.

KVA

Nameplate Ki/V Output
Rating Rating
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The entire Facility, whether comprised in whole or in part of the generator units set.forth above, is

designed to produce a maximum of kilowatts (KW) of electric power at an 85% power

factor.

2, Term of the Agreement

This Agreerront shall begin immediately upon its execution and the contemporaneous

payment by the Seller to the Company of a corhpletion security deposit in the anmuritof $20.00

times each KWof nameplate capadty of the Fadlit/s generator unit(s). This Agreement shall erid

at 12:01 A.M., 20 (date specified shall be no earlier than May 31,

2033).

Notwithstanding the foregoing, ifconstruction and commercial operation of the Facility are not

accomplished before June 1, 2023, the Company's obligations to the Seller under this Agreement

shall be considered to be of no force and effect. The Company shall be entitled to retain and use

the funds required by the Company as a completion security deposit under this section of the

Agreemerit,

At the election of the Seller, the completion security deposit may be phased in such that one

halfof the totaldepositdue is paid upon contractexecutbn and the remainderis to be paidv\^in

12 months after contract execution. If the Seller elects to phase in payment of the completion

security deposit due under this paragraph, the effective date of the contract shall be the date of

execution provided, however, that the Company shall have no further obtigation to the Seller if

either installmentof the completion security deposit is not timely received by the Cornpany.

ISSUED BY: S. W. Connaily, Jr.
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Depending on the nature of the Facitity's operation, financial health and solvency, and its

ability to meet the terms and conditions of this Agreement, one of the following, at the Company's

discretion in accordance with the provisions of Schedule REF-1, may be used as an alternative to

a cash deposit as a means of securing the completion of the project in accord withthis Agreement;

(a) an unconditional, irrevocable direct pay letter; or

(b) surety bond; or

(c) other means acceptable to the Company.

In the case of a governmental solid waste fodlity, pursuant to FPSC Rule 25-17.091, F.A.C.,

the follovring willbe acceptable to the Company: the unsecured promise of a municipal, county. Or

state govemment to pay the actual damages incurred by the Company because the governmental

facility fails to come on line prior to June 1, 2023.

The specific completion security vehicle agreed upon by the parties Is;

(IN ORDER FOR THIS FORM OF CONTRACT TO BE USED TO TENDER ACCEPTANCE

OF THE COMPANrS STANDARD OFFER BY A SELLER OTHER THAN A GOVERNMENTAL

SOLID WASTE FACILITY, THE ABOVE LINE MUST SPECIFY CASH DEPOSIT IN THE

APPROPRIATE AMOUNT UNLESS THE SELLER HAS SECURED THE PRIOR WRITTEN

CONSENT FROM THE COMPANY TO AN ALTERNATIVE COMPLETION SECURITY VEHICLE.)

3. Sale of Electricitv bv the Facilitv

The Company agrees to purchase firm capacity and energy generated at the Facility and

transmitted to the Company by the Facility. The purchase and sale of firm capacity and energy

pursuant to this Agreement shall be in accordance with the following billing methodology (choose

one);

( ) Net BillingArrangement; or

( ) Simultaneous Purchase and Sales Arrangement.

ISSUED BY: S. W. Connally, Jr.
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The billing methodology chosen above may not be changed except in accordance with and subject

to the following provisions of Rules 25-17.082 and 25-17.0832 F.A.C.:

(a) when a Rtcilily selling as-available energy enters into a rregotiated contract or

standard offer contract for the sale of firmcapacity and energy: or

(b) when a firmcapacity and energy contract expires Oris lawfully terminated by either the

Factnty or the purchasing utlRty;or

(c) when the Facility is selling as^available energy and has not changed billing methods

vvithin the last twelve months; and

(d) upon at least thirty days advrance vyritten notice to the Company;

(e) upon the installatiori Of any additional metering equipment reasonably required to

effect the change in billing and upon payrnent by the Faality for such meteiihg

equipment and its installation;

(f) upon Oompietion and approval of any alterations to the interconnection reasonably

required to effect the change in billing an upon payment by the Facility for such

alterations; and

(g) where the election to change billing methods will not contravene the provisions of

Rule 25-17.0832 or the tariff under which the Facility receives electrical service, or any

previously agreed upon contractual provision between the Fadlityand the Company.

4. Payment for Electricitv Produced bv the Facility

4.1 Energy

The Company agrees to pay the Seller for energy the Facility produces and deliversfor sale to

the Company. The purchase and sale of energy pursuant to this Agreement shall be In

accordance >A^h the rates and procedures contained in Paragraph B of the RATES FOR

PURCHASES BY THE COMPANY section Of Schedule REF-1 as it exists at the time this

Agreement is properly submitted by the Seller to the Company as tendered acceptance of the

Company's Standard Offer.

ISSUED BY: S. W. Connally, Jr.
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For all energy delivered by the Facility to the Company, the Seller elects to be paid pursuant

to the method described in:

Paragraph B (1), or

Paragraph B (^(b),

and Cif applicable);

Paragraph B (2), or

Paragraph B (3)(a)

of the RATES FOR PURCHASES BY THE COMPANY section of Schedule REF-1. If the Seller

elects any payment method under Paragraph B (3), the details underlying the derivation of the

associated enei^y payments will be described in an exhibit to this Standard OfferContract The

Company will provide the Seller an energy payment schedule for the elected payment method

vvithiri thirty(30) days after receipt of a Seller's request for such.lnfoimation.

4.2 Capadtv

4.2.1 Anticipated Committed Capac'rtv. The Facility is expected to deliver

approximately kilowatte of capacity, beginning on or about , 20.^

(Date specified may not be later than June 1,2023.)

The Facility may finalize its Comnrtttted Capacity (CC) after initial facility testing, and
specifyv\^encapacitypayments are to begin, bycompleting Paragraph 4.2.2 at a date subsequent

to the execution of this Agreement by the parties. However, the Seller must corriplete Paragraph

4.2.2 before June 1, 2023 In order to be entitled to any capacity payments pursuant to this

Agreement. The final Committed Capacity set forth in Paragraph 4.2.2 shall nOt exceed plus or

minus ten percent ofthe above estirnate. Thedate spepified in Paragraph 4.2.2 as the date on
which capacity payments shall laegin shall be no earlier than the date specified above, nor any

later than June 1,2023.

ISSUED BY: S. W. Connally, Jr.
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4.2i2 Actual Committed Capacity. The capacity committed by the Facility

(Committed Capacity or CC) for the purposes of this Agreement is kilowatts beginning

, . The Seller is committing this amount of capacity based on its

agreement and commitment that ttiis capadty will maintain an Equivalent Availability Factor (EAF)

of 95%. The EAFwill be based on the economic operation of a combustion turbine generating

facility (Avoided Unit) that Gulf has designated as the Avoided Unitfor purposes of the Standard

Offer. The Seller elects to receive, and the Company agrees to commence calculating, capacity

payments in accordance with this Agreement starting with the first billing month following the date

specified in this paragraph as the date onwhich capacity sales under this Agreement will begin.

4.2.3 Caoadtv Pavments. The Seller chooses to receive capacity payments from the

Company under Option or a customized payment stream as described in the

Company's Schedule REF-1 of the Company Tariff for Retail ElectricService as it exists at ttie

time this Agreement is properly submitted by the Seller to the Company as tendered acceptance of

the Company Standard Offer, If the customized payment option is chosen by the Seller as the

preferred capacity payment option, the details underlying the derivation of such payment stream

will be described in an exhibit to this Standard Offer Contract.

The Capacity F^yments to be made by the Company to the Seller are based upon the

Avoided Unitthat the Company has designated for purposes of the Standard Offer. The Capacity

Payments to the Seller are based on an avoided gas-fired Combustion Turbine generating facility

with the following economic assumptions:

Size: 654 MW total
Discount Rate: 6.34%

Annual Inflation: 2.72%
Annual Capacity Factor: 9»?12;9%
Equivalent Availability: 95%

ISSUED BY: S. W. Connally, Jr.
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Installed Costs (2023): $5985M/kW
AFUDC Rate: 7.25%

K-factor: 4^37751.3782
Fixed O&M: $44.4218.57/kW-vr
Unit Life: 40 years
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(Continued from Standard Offer Contract, Sheet No. 9.103)

The Company agrees it vwll pay the Seller a capacity payment. This capacity payment will l>e the

product of the Facility's Committed Capacity and the applicable rate from the Seller's chosen

capacity payment option in accordance with the Company's Schedule REF-1, as it exists at the

time this Agreement is properlysubmitted by the Seller to the Company as tendered acceptance of

t«e Company's Standard Offer In the event either (1) the date specified In Section 2 of this

Agreenient is later than June 1, 2033; or (2) the diate specified in Paragraph 4.2.2 as the date

capacity paynraents are to begin is one other than the dates shown in Schedule REF-1, a payment

schedule wfll be calculated by the Company and attached to this agreement as Exhibit D. Under

those drcurnstances, the payment sdieduie set forth in Exhibit D yviil be used in the calculation of

capacity payments pursuant to this paragraph. The Company will provide the Seller a capacity

payment sdtedule for the chosen payment methodwithin thirty (30) days after receiptof a Seller's

requestforsuch information. The capacity payment fora given month will be addedto the energy

paymentfor such month and tendered by the Company to the Seller as a single payment as

promptly as possibte, normally bytiietwentieth businessdayfollowing the daythe meteris read.

In October following each performance period, tiie Company will calculate the

availability of the Facility over the most recent twelve month period ending August 31. For

purposes of this Agreement, availability means Equivalent Availability Factor (EAI^ as defined by

the North AmericanElectnc Reliability Council Generating Availability Data System (NERCGADS)

or itssuccessor's indice. If the availability (EAF) ofthe Facility is notequalto orgreater than0.^
(95%), then the Seller will repay the Company a portion of the performance period capacity

payments as calculated inaccordance with the procedure detailed in the ANNUAL CAPACITY

AVAILABILITY FACTOR DETERMINATION section of Rate Schedule REF-1.

ISSUED BY: S. W. Connally, Jr.
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Repayment under this paragraph shall not be construed as a limitation of the

Company's right to pursue a claim against the Seller in any appropriate court or forum for the

actual damages the Company iiicurs as a result of non-performance or default.

5. Metering Requirements

Hourly demand recording meters shall be required for each individual generator unft

comprising a Fadlity with a total installed capacity of ICQ kilowatts or more. Where the total

installed capacity oif the facility is less than 100 kilowatts, the Facility may select any one of the

following options (choose one):

( ) hourlydemand recording rheter(s);

( ) dualkjlowatt-hourregistertime-of-daymeter(s);or

( ) standard kilowatt-hour meter(s).

Unless special circumstances warrant, meters shall be read at monthly inten/als on the

approximate corresponding day of each meter reading period.

6. Electricitv Production Schedule

Duiirig the term of this Agreement, the Seller agrees to:

(a) Adjust reactive powerflow in the interconnection so as to remain within the range of

85% leading to 85% lagging power factor;

(b) Provide the Company, prior to October 1 of each calendar year (January through

Decerntrer), an estimate of the amount of firm capacityand energy to lie generated by

the Facility and delivered to the Company for eadi month of the following calendar
year including the time, duration andmagnitude of any planned outages or reductions

in capacity;

(c) Promptly update the yearly generation schedule and maintenance schedule as and

when any changes may be determined necessary;

(d) Coordinate its scheduled Facilityoutages with the Company;

ISSUED BY: S. W. Connally, Jr,
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(e) Comply with reasonable requirements of the Company regarding day-to-day or hour-

by-hour communications between the parties relative to the performance of this

Agreement; and

(f) Promptly notify the Company of the Facility's inability to supply any portion of its

Committed Capacity. (Failure of the Seller to notify the Company of a known derating

or inability to supply its full Committed Capacity from the Fadlity may, at the sole

discretion of the Company, result in a determinatiori of non-perfonnance:)

7. The Sailer's Obligation if the Seller Receives Early Caiaadtv Payments

The Seller's payment bptioii choice pursuant to paragraph 4.2.3 may result in payment by the

Company for capacity delivered prior to June 1, 2023. The parties recognize that capacity

payrtients received forany periodthrough May31,2023, are in the nature of "early payment"for a

future capacity benefit to the Company. To ensure that the Compariy will receive a capacity

benefit for which early capacity payments have been made, or alternatively, that the Seller vwill

repay the amount of early payments received to the extent the capadty benefit has not been

conferred, the following provisions willapply:

The Cohfipany shall establish a Capadty Account. Amounts shall be added to the Capadty

Account for each month through May 2023, in the amount of the Company's capacity payments

made to the Seller pursuant to the Seller's chosen payment optionfrom Schedule REF-1 or Exhibit

Difapplicable. The monthly balanceinthe Caf^dty Account shallaccrue interest at the ratethen

prevailing for thirty(30) days highest grade commerdal paper; such rate is to be determined bythe

Company thirty days prior to the date of each payment or posting of interest to ttie account.

Commencing on June 1, 2023, there shall be deducted from the Capacity Account an Early

Payment Offset Amount to reduce the balance in the Capacity Account. Such Early Payment

Of^t Amount shall be equal to that amount which the Company would have paid for

ISSUED BY: S. W. Connally, Jr.
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capacity in that month if the capacity payment had been calculated pursuant to Option 1 in

Schedule REF-1 and the Seller had elected to begin receiving payment on June 1.2023 minus the

monthly capadty payment the Company makes to the Seller pursuant to the capacity payment

option chosen by the Seder in paragraph 4.2.3.

The Seller shall owe the Company and be liable for the outstanding balance in the Capacity

Account. The Company agrees to notify the Seller monthly as to the current Capacity Account
balance. Prior to receipt of early capacity payments, the Seller shall execute a promise to repay

any outstanding balance in the Capacity Account in the event of a default pursuant to this

Agreement. Such promise shall be secured by means mutuallyacceptable to the Parties and in

accordance with the provisions of Schedule REF-1.

The specific repayment assurance selected for purposes of this Agreement is:

Any outstanding balance in the Capacity Accountshall immediately becon)e due and payable, in

full, in the event of default or at the conclusion of the temri of this Agreement. The Seller's

obligation to pay the balance in the CapacityAccountshall survivetermination ofthis Agreement.

8. Non-Performance Provisions

The Seder shad be entitled to receive a complete refund of the security deposit described in

Section 2 of this contract (or in the event an alternative completion security vehicle is in effect,

release of that completion security) upon the Facility's achieving commercial in-service status

(which,for purposes of this Agreement, shall include the demonstration of capability to perform by

actualdelivery of firm capacity and energyto the Gompany) provided that this occurs prior to June

1,2023 and that said

ISSUED BY: S. W. Connally, Jr.

33



Docket No. 170076-EQ
Date: June 29,2017

GULFA
ASeUfHEBN COiNtlililllY

Section No. IX

Fourth Revised Sheet No. 9108
CancelingThirdRevised Sheet No.9,108

Attachment A

Page 28 of34

(Continued from Standard Offer Contract, Sheet No. 9.107}

commercial in-seryice status is maintained from the date of initial demonstration to, through and

including June 1, 2023. The Seller shall not be entitled to any of its security deppsit if the Facility

fails to achieve commerdal in-service status prior to June 1, 2023 and maintain that status to,

through and including said date. Additionally, once construction of the Fadrify or any additions

necessary for the Fadfity to have the capability to deliver the antidpated Committed Capacity and

energy to the Corhpany from the Fadlity has cOmnnienced, the Seller will allow Corrtpany

representatives to review quarterly the construction progress to provide the Company with a level

of assurance that the Fadlitywillbe capable of delivering the antidpated Comrnitted CapacHyfrom

the Fadlity on or t^efore June 1,2023.

Additionally, ^ilure of the Seller to notify the Company of a known derating or inability to

supply its full Committed Capacity from the Facility may, at the sole discretion of the Company,

result in a determination of nonrperformance. Upon such determination by the Company, capacity

payments to the Seller shall be suspended for a period of time equal to the time of the knoVfvn

derating or inability to supply the full Committed Capacity from the Facility or six months,

whichever shall be longer.

9. Default

9.1 Mandatory Default. TheSellershall be in deiault underthis Agreement if: (1) Seller

either voluntarilydedares bankruptcy or becomes subject to involuntary bankruptcy proceedings;

or (2) the Fadlity ceases all eledric generation for eltiier of the Company's peak generation

planning periods (summer or winter)occurrir^ in a consecutive 12 month period. Fpr purposes of

this Agreement, the Company's summer peak generation planning period shall be May through

September and the Company's winter peak generation planning period shall be December through

February. The months induded in the COmpan/s peak generation planning periods rnay be

dianged, at the sole discretion of the Company, upon 12 months prior notice to tiie Seller.

ISSUED BY: S. W, Connelly, Jr.
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9.2 Optional Default. The Company maydeclare the Sellerto be indefault if: (1) at any

time prior to June 1, 2023 and after capacity paymerits have begun, the Company has sufficient

reason to believe that the Facility is unable to deliver its Corhmitted Capacity; (2) because of a

Seller's refusal, inability or anticipatory breach of its obligation to defiver its Comn^d Capacity

after Junelj 2023; of (3) the Corriisany has made three or more determinations of nonr

performance due to the failure of the Seller to notify the Corhpany of a known derating or inability

to supply Corrvnitted Capadty during any eighteen month period.

10. General Provisions

10.1 Permits. The Seller hereby agrees to obtain any and all govemrriental permits,

certifications, or other authority the Sellerand/or Facility are required to obtainas a prerequisite to

engaging in the activities provided for In this Agreement. The Companyherebyagrees to obtain

any and allgovernmental permits certifications or otherauthority the Company is required to obtain

as a prerequisite to engaging in the activitiesprovidedfor in this Agreement

10.2 Indefnnification. The Seller agrees to indemnify and save harmlessthe Company, its

subsidiaries or affiliates, and their respective employees, officers, and directors, against any and

all liability, loss,damage, cost or expensewhich the Company, itssubsidiaries, affiliates, and their

respective employees, officers, and directors may hereafter incur, suffer or be requiredto pay by

reason of negligence on the part of the Seller in performing its obl^ations pursuant to this

Agreeirtent of the Seller's failure to abide by the provisions of this Agreement. The Company

agrees to indemnify and save harmless the Seller against any and all liability, loss, damage, cost
or expense which the Seller may hereafter incur, suffer or be required to pay by reason of

negligence on the partof the Company in performing itsobligations pursuant to this Agreement or

the Company's failure to abide by the provision of this Agreement. The Seller agrees to indUde

the Company as an additional named insured in any liability insurance policy or policies the Seller

obtains to protect the Seller's interests with respect to the Seller's indernnity and hold harmiess

assurances to parties contained in this Section.

ISSUED BY: S. W. Connally, Jr.
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The Seller shall deliver to the Company at least fifieen days prior to the delivery of any

capacity and energy under this Agreement, a certificate of insurance certifying the Seller's and

Facility's coverage under a liability insurance policy issued by a reputable insurance company

authorized to do business in the State of Florida, protecting and indemnifying the Seller and the

Company as an additional named insured, their officefs, employees, and representatives, against

all liability and expense on account Of claims and suits for injuries or damages to persons or

property arising out of the Seller's and the Facility's performance under or failure to abide by the

terms of this Agreement, including without lirnitation any claims, damages or injuries caused by

operation of any of the Facility's equipment or by the Seller's failure to maintain the Facility's
equipment in satisfactory and safe operating conditions, or otherwise arising out of the

perfornianpo bythe Sellerof the duties and obligations arising underthe terms:andconditions of
this Agreement

The policy providing such coverage shall provide comprehensive general liability insurance,

including propertydamage, with limits inan amount not less than $1,000,000for each occurrence.

In addition, the above required policy shall be endorsed viith a provision whereby the insurance

company will notify the Company within thirtydays prior to the effective date of cancellation or a

material change inthe policy. The Sellershallpay all premiums and otherchafes required or due

in order to maintain such coverage as requiredunder this section in force duringthe entire period

of this Agreement beginning withthe initial delivery ofcapacity and energy to the Company.

10,3 Taxes or Assessments. It is the intent of the parties under this provisionthat the Seller

hold the Company and itsgeneral body of ratepayers harrnless from the effects of any additional
taxes, assessments or other impositions that arise as a result of the purchase of energy or

capacityfrom the Facility in lieu of other eiiefgy or capacityand that any savings In regards to

taxes or assessments tse included in the avoided cost payments made to the Seller to the extent

ISSUED BY: S. W. Connally. Jr.
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permitted by law. In the event the Company becomes liable for additional taxes, assessments or

imposition arising out of its transaction with the Seller under either this agreement or any related

interconnection agreement or due to changes in laws affecting the Company's purchases of energy

or capacity from the Fadlity occurring after the execution of this agreement and for which the

Company would hot have been liable if it had produced the energy and/Or constmcted facilities

sufficient to provide the capacity contemplated under Oils agreement itself, the Company nftay bill

the Seller ninthly for such additional expenses or may offset them against amounts due the Seller

from the Company. Any savings in taxes, assessments or impositions that acaue to the Company

as a result of its purchase of energy and capacity under this agreement that are not already

reflected in the avoided energy Ofavoided capacity payments made to the Seller hereunder, shall

be passed on to the Seller to the extent pennitted by law withoutconsequential penalty or loss of

such benefrt to the Company.

10.4 Force Maieure. Ifeither party shall be unable, by reason of fOrce maieure. to cany out

its obligations under this Agreement, either whollyor in part, the party so failing shall give written

nodCe and full particulars of such cause of causes to the other party as soon as possible after the

occurrence of any such cause; and such obligations shall be suspended during the continuance of

such hindrance which, however, shall be extended for such period as may be necessary for the

purpose of making good any suspension so caused. The term "force majeure" shall be taken to

mean acts of God, strikes, tockoutsor other industrial disturbances, wars, blockades, insurrections,

riots, arrests and restraints of rules and people, environmental constraints lawfully imposed by

federal, state or localgovernment bodies,explosioris. fires,floods, lightning, wind, perils ofthe sea

provided, hOwBver, that no occurrences may be claimed to t)e a force maieure occurrence if it is

caused by the negligeri<» or lackofdue diligence oh the part ofthe partyattempting to make such

daim. The Seller agrees to pay die costs necessary to reactivate the Facility and/or the

interconnectionwiththe Company's system ifthe same are rendered inoperable

ISSUED BY: S. W. Connally, Jr.
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due to actions of the Seller, its agents, or force maieure events affecting the Facility or the

interconnection with the Company. The Company agrees to reactivate at its own cost the

interconnection with the Facilityin circumstances where any interruptions to such interconnections

are caused by the Company or its agents.

10.5 Assignment. The Seller shall have the right to assign its benefits under this

Agreement, but the Sellershall not have the right to assign its obligations and duties without the

Company's priorwritten approval.

10.6 Disclaimer. In executing this Agreement, the Company does not, nor should It be

(»nstrued, to e)rtend its credit or financial support for the benefit of any third parties lending money

to or having other transactions with the Seller or any assignee of this ^reement

10.7 Notification. For purposes of making any and all non-emergency oral and written

notices, payments or the like required under the provisions of this Agreement, the parties

designate the following to Ije notified or to whom payment shall be sent until such time as either

partyfurnishes the otiier partywritten instructions to contact another individual.

For Seller: For Gulf Power Company:
Secretary and Treasurer
Gulf Power Company
One Energy Place
Pensacola FL 32520-0780

10.8 Applicable Law. This Agreement shall l)e govemed by and construed in accordance

with the laws of the State of Florida.

10.9 Severabilitv. |f any part of this Agreement, for any reason, be declared invalid, or

unenforceable by a pubic authority of appropriate jurisdiction, then such decision shall not affect

the validity of the remainderof the Agreement,which remainder shall remain inforce and effect as

ifthis Agreement had Iseen executed without the invalidof unenforceable portion.

ISSUED BY: S. W. Connally, Jr.
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10.10 Complete Agreement and Amendments. Ail previous communications or agreements

between the parties, whether verbal or written, with reference to the subject nratter of this

Agreement are hereby abrogated. No amendment or modification to this Agreement shall be

binding unless it shall be set forth in writing and dutyexecuted by both parties to this Agreement

and, if required, approved by the FPSC.

10.11 InoOiPoration of Schedule. The parties agree that this Agreement shall be subject to

all of the provisions contained in the Compan/s published Schedule REF-1 as approved and on

file withthe FPSC, as the Schedule exists at the time this Agreement is properlysubmitted by the

Facility to the Company as tendered acceptarice of the Company's standard offer.

10.12 Survival of Agreement. This Agreement, as may be amended from tirrie to time, shall

be binding and insure to the benefit of the Parties' respective successors-in-interest and legal

representatives.

11. Environmental Interests

In the event that the Seller decides to sell any or ail Renewable Energy Certificates, Green

Tags, of other tradable environmental interests (collectively "Environrnerltai Interests'̂ that result
from the eledrtc generation of the Fadlity during the term of this Agreement, the Seller shall

provide notice to the Cofrpany of its Intent to sell such Environmental Interests and provide the
Companya reasonable opportunity to offerto purchase such Environmental Interests.

12. Changes in Environmental and Governmental Regulations

Thiscontractmay be reopenedat the election ofeitherparty inthe event thatenvironrhental

or other regulatory requirementsare enacted during the term ofthis contractwhich either (a)

increase or (b)decrease the full avoided co^ ofthe Avoided Unit. The parties maynegotiatea

threshold arrx>unt of change below which this reopenerwill not apply.

ISSUED BY: S. W. Connally, Jr.
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INWITNESS WHEREOF, the parties hereto have caused this Agreement to tie executed by their

duly authorized officers.

GULF POWER COMPANY

By:

Title:

Date:

SELLER

By: _

Title:

Date:

(Signature)

(Print or Type Name)

(Signature)

(Print or Type Name)

ISSUED BY: S. W. Connally, Jr.
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State of Florida

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

TALLAR4SSEE, FLORIDA32399-0850

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

DATE:

TO:

FROM:

RE:

June 29, 2017

Office of Commission Clerk (Stauffer)

Division ofEngineering (Matthews, Thompson) 12>
Office of the General Counsel (Corbari)

Docket No. 170077-EQ - Petition for approval of renewable energy tariff and
standard offer contract, by Florida Power & Light Company.

4^

AGENDA: 07/13/17 - Regular Agenda - Proposed Agency Action - Interested Persons May
Participate

COMMISSIONERS ASSIGNED: All Commissioners

PREHEARING OFFICER:

CRITICAL DATES:

SPECIAL INSTRUCTIONS:

Administrative

None

Staff recommends the Commission simultaneously
consider Docket Nos. 170070-EQ, 170072-EQ, 170075-
EQ,& 170076-EQ

Case Background

Section 366.91(3), Florida Statutes (F.S.), requires that each investor-owned utility (lOU)
continuously offers to purchase capacity and energy from renewable generating facilities and
small qualifying facilities. Florida Public Service Commission (Commission) Rules 25-17.200
through 25-17.310, Florida Administrative Code (F.A.C.), implement the statute and require
each lOU to file with the Commission, by April 1 of each year, a revised standard offer contract
based on the next avoidable fossil fueled generating unit of each technology type identified in the
utility's current Ten-Year Site Plan. On April 3, 2017, Florida Power & Light Company (FPL)
filed a petition for approval of its revised standard offer contract and rate schedule based on its
2017 Ten-Year Site Plan. The Commission has jurisdiction over this standard offer contract
pursuant to Sections 366.04 through 366.06, and 366.91, F.S.

FPSC Commission Clerk
FILED JUN 29, 2017DOCUMENT NO. 05612-17FPSC - COMMISSION CLERK
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Discussion of Issues 

Issue 1:  Should the Commission approve the revised renewable energy tariff and standard 
offer contract filed by Florida Power & Light Company? 

Recommendation:  Yes. The provisions of FPL’s revised renewable energy tariff and 
standard offer contract conform to all requirements of Rules 25-17.200 through 25-17.310, 
F.A.C. FPL’s revised standard offer contract provides flexibility in the arrangements for 
payments so that a developer of renewable generation may select the payment stream best suited 
to its financial needs. Staff recommends that FPL’s revised renewable energy tariff and standard 
offer contract be approved as filed. (Thompson) 

Staff Analysis:  Rule 25-17.250, F.A.C., requires that FPL, an IOU, continuously makes 
available a standard offer contract for the purchase of firm capacity and energy from renewable 
generating facilities (RF) and small qualifying facilities (QF) with design capacities of 100 
kilowatts (kW) or less. Pursuant to Rules 25-17.250(1) and (3), F.A.C., the standard offer 
contract must provide a term of at least 10 years, and the payment terms must be based on the 
utility’s next avoidable fossil-fueled generating unit identified in its most recent Ten-Year Site 
Plan or, if no avoided unit is identified, its next avoidable planned purchase. FPL has identified a 
1,163 megawatt (MW) natural gas-fired combined cycle (CC) as its next fossil-fueled generating 
unit in its 2017 Ten-Year Site Plan. The projected in-service date of this unit is June 1, 2022.  

The RF/QF operator may elect to make no commitment as to the quantity or timing of its 
deliveries to FPL, and to have a committed capacity of zero (0) MW. Under such a scenario, the 
energy is delivered on an as-available basis and the operator receives only an energy payment. 
Alternatively, the RF/QF operator may elect to commit to certain minimum performance 
requirements based on the identified avoided unit, such as being operational and delivering an 
agreed upon amount of capacity by the in-service date of the avoided unit, and thereby becomes 
eligible for capacity payments in addition to payments received for energy. The standard offer 
contract may also serve as a starting point for negotiation of contract terms by providing 
payment information to an RF/QF operator, in a situation where one or both parties desire 
particular contract terms other than those established in the standard offer. 

In order to promote renewable generation, the Commission requires the IOU to offer multiple 
options for capacity payments, including the options to receive early or levelized payments. If 
the RF/QF operator elects to receive capacity payments under the normal or levelized contract 
options, it will receive as-available energy payments only until the in-service date of the avoided 
unit (in this case June 1, 2022), and thereafter, begin receiving capacity payments in addition to 
the energy payments. If either the early or early levelized option is selected, then the operator 
will begin receiving capacity payments earlier than the in-service date of the avoided unit. 
However, payments made under the early capacity payment options tend to be lower in the later 
years of the contract term because the net present value (NPV) of the total payments must remain 
equal for all contract payment options. 
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Table 1 below, contains FPL’s estimates of the annual payments for each payment option 
available under the revised standard offer contract to an operator with a 50 MW facility, 
operating at a capacity factor of 94 percent, which is the minimum capacity factor required under 
the contract to qualify for full capacity payments. Normal and levelized capacity payments begin 
in 2022, reflecting the projected in-service date of the avoided CC unit (June 1, 2022). 
 

Table 1 -  Estimated Annual Payments to a 50 MW Renewable Facility 
(94% Capacity Factor) 

Year 

Energy 
Payment 

Capacity Payment (By Type) 
Normal Levelized Early Early 

Levelized 
$(000) $(000) $(000) $(000) $(000) 

2018  11,197   -     -     2,761   3,200  
2019  14,915   -     -     2,816   3,200  
2020  11,148   -     -     2,872   3,200  
2021  10,984   -     -     2,929   3,200  
2022  11,201   4,201   4,775   2,988   3,200  
2023  11,133   4,289   4,775   3,048   3,200  
2024  12,500   4,378   4,775   3,109   3,200  
2025  12,420   4,470   4,775   3,171   3,200  
2026  13,715   4,563   4,775   3,234   3,200  
2027  14,650   4,658   4,775   3,299   3,200  
2028  13,941   4,756   4,775   3,365   3,200  
2029  14,672   4,855   4,775   3,432   3,200  
2030  14,989   4,956   4,775   3,501   3,200  
2031  14,375   5,060   4,775   3,571   3,200  
2032  15,902   5,166   4,775   3,642   3,200  
2033  16,620   5,274   4,775   3,715   3,200  
2034  15,600   5,384   4,775   3,790   3,200  
2035  16,001   5,497   4,775   3,865   3,200  
2036  16,495   5,611   4,775   3,943   3,200  
2037  16,657   5,729   4,775   4,022   3,200  
Total 262,455  78,845   76,392   67,074   63,996  

NPV (2018$) 134,640 32,443 32,443 32,443 32,443 
Source: FPL’s Response to Staff’s First Data Request1 

 

                                                 
1Document No. 05113-17, dated May 31, 2017, in Docket No. 170077-EQ. 
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FPL’s revised renewable energy tariff and standard offer contract, in type-and-strike format, are 
included as Attachment A to this recommendation. Revisions include updates to the avoided 
unit, dates, and payment information which reflect the current economic and financial 
assumptions for the avoided unit costs. 

Conclusion 
The provisions of FPL’s revised renewable energy tariff and standard offer contract conform to 
all requirements of Rules 25-17.200 through 25-17.310, F.A.C. FPL’s revised standard offer 
contract provides flexibility in the arrangements for payments so that a developer of renewable 
generation may select the payment stream best suited to its financial needs. Staff recommends 
that FPL’s revised renewable energy tariff and standard offer contract be approved as filed.
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Issue 2:  Should this docket be closed? 

Recommendation:   Yes. This docket should be closed upon issuance of a consummating 
order, unless a person whose substantial interests are affected by the Commission’s decision files 
a protest within 21 days of the issuance of the Commission’s Proposed Agency Action Order. 
Potential signatories should be aware that, if a timely protest is filed, FPL’s standard offer 
contract may subsequently be revised. (Corbari)  

Staff Analysis:  This docket should be closed upon the issuance of a consummating order, 
unless a person whose substantial interests are affected by the Commission’s decision files a 
protest within 21 days of the issuance of the Commission’s Proposed Agency Action Order. 
Potential signatories should be aware that, if a timely protest is filed, FPL’s standard offer 
contract may subsequently be revised. 
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State of Florida

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

Tallahassee, Florida 32399-0850

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

DATE:

TO:

FROM:

RE:

June 29, 2017

Office of Commission Clerk (Stauffer)

fbe' ^
Division of Engineering (Ellis, Matthews, Thompson)
Office of the General Counsel (Murphy)

•/-IP

Docket No. 170122-EI - Petition for exemption under Rule 25-22.082(18), F.A.C.,
from issuing a request for proposals (RFPs) for modernization of the Lauderdale
Plant, by Florida Power & Light Company.

AGENDA: 07/13/17 - Regular Agenda - Proposed Agency Action - Interested Persons May
Participate

COMMISSIONERS ASSIGNED: All Commissioners

PREHEARING OFFICER: Brise

CRITICAL DATES: None

SPECIAL INSTRUCTIONS: None

Case Background

The Florida Public Service Commission (Commission) is the exclusive forum for the
determination of need and necessity for additional generating units under the Florida Electrical
Power Plant Siting Act (PPSA), as established in Section 403.519, Florida Statutes (F.S.). As
part of PPSA, the Commission must take into account whether a unit is necessary given (a) the
need for electric system reliability and integrity, (b) the need for adequate electricity at a
reasonable cost, (c) the need for fuel diversity and supply reliability, (d) whether the proposed
plant is the most cost-effective alternative available, and (e) whether renewable energy sources
and technologies, as well as conservation measures, are utilized to the extent reasonably
available.

FPSC Commission Clerk
FILED JUN 29, 2017DOCUMENT NO. 05602-17FPSC - COMMISSION CLERK
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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 30, 2017

Office of Commission Clerk (Stauffer)

Division of Economics (Johnson)
Office of the General Counsel (Janjic)

Division ofEngineering (M. Watts, Graves)'̂ ^.'̂ ^^/^ {i/ '̂'̂ ^ /i /Vl J a
Division of Accoimting and Finance (Frank, Norris) r

Docket No. 150012-WU - Application for transfer of Certificate No. 390-W from
County-Wide Utility Co., Inc. to Southwest Ocala Utility, Inc. in Marion County.

AGENDA: 07/13/17 - Regular Agenda - Proposed Agency Action for Issue 2 - Interested
Persons May Participate

COMMISSIONERS ASSIGNED: All Commissioners

PREHEARING OFFICER: Brise

CRITICAL DATES: None

SPECIAL INSTRUCTIONS: None

Case Background

On January 2, 2015, County-Wide Utility Co., Inc. (County-Wide or Seller) filed an application
for the transfer of Certificate No. 390-W to Southwest Ocala Utility, Inc. (SOU, Utility, or
Buyer) in Marion County. County-Wide is a Class C utility that only provides water service. The
service area is located in the St. Johns River Water Management District (SJRWMD), and is not
in a water use caution area. According to County-Wide's 2014 Annual Report, the Utility serves
539 residential customers, three general service customers, and had total revenues of $139,624.

FPSC Commission Clerk
FILED JUN 30, 2017DOCUMENT NO. 05644-17FPSC - COMMISSION CLERK
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State of Florida

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

Tallahassee, Florida 32399-0850

-M-E-M-O-R-A-N-D-U-M-yJ'P wv,*'5

DATE:

TO:

FROM:

RE:

June 29, 2017

Office of Commission Clerk (Stauffer)

Division ofEngineering (M. Walts) ^
Division ofAccounting and (Andrews, Norris)-^^^*^^
Division ofEconomics (HudsoSyJohi^son) CAXu
Office ofthe General Counsel (Mapp) ^

Docket No. 160075-WU - Joint application for authority to transfer assets and
Certificate No. 623-W in Orange and Lake Counties from Oak Springs, LLC to
Oak Springs MHC, LLC.

AGENDA; 07/13/17 - Regular Agenda - Proposed Agency Action for Issue 2 - Interested
Persons May Participate

COMMISSIONERS ASSIGNED; All Commissioners

PREHEARING OFFICER: Brise

CRITICAL DATES: None

SPECIAL INSTRUCTIONS: None

Case Background

On April 5, 2016, Oak Springs MHC, LLC (OSMHC, Applicant, or Buyer) filed an application
for the transfer of Certificate No. 623-W from Oak Springs, LLC (Utility or Seller) in Orange
and Lake Counties. The service area is located in the St. Johns River Water Management District
(SJRWMD). Water use restrictions have been imposed district wide to encourage conservation.
According to the Utility's 2016 Annual Report, it serves approximately 310 residential
customers and three general service customers, and has experienced an operating loss of
$19,004.

FPSC Commission Clerk
FILED JUN 29, 2017DOCUMENT NO. 05614-17FPSC - COMMISSION CLERK



Docket No. 160075-WU

Date: June 29,2017

The water system serving the Oak Springs community has been operating as part of a mobile
home community with no separate charge for water service since 1973. The Seller had been
providing waterand wastewater service solelyto the mobile homerental community tenants as a
part of the lot rent, and was therefore exempt from Commission regulation pursuant to Section
367.022(5), Florida Statutes (F.S.).^ To promote water conservation, in 2004, the Seller was
required by the SJRWMD to form a private utility capable of charging for water use. On
November 9, 2004, the Seller was granted Certificate No. 623-W to operate a water utility.^
There have been no certification actions since that time. The rates and charges for utility service
were approved by the Commissionin 2004. Wastewater service continues to be provided as part
of the lot rent.

This recommendation addresses the transfer of the water system, the net book value of the water
system at the time of transfer, and the need for an acquisition adjustment. The Commission has
jurisdiction pursuant to Sections 367.071 and 367.091, F.S.

'Oak Springs was granted anexemption from Commission regulation pursuant toOrder No. PSC-96-1246-FOF-WS,
issued October 7, 1996, in Docket No. 960589-WS, In re: Requestfor Exemptionfrom Florida Public Service
Commission Regulation from Provision of Water and Wastewater Service in Lake County by Oak Springs
Manufactured Home Community.
^Order No. PSC-04-1120-PAA-WU, issued November 9, 2005, in Docket No. 040515-WU, In re: Applicationfor
certificate to operate water utility in Orange andLake Counties by Oak Springs, LLC.
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Docket No. 160075-WU Issue 1
Date: June 29,2017

Discussion of Issues

Issue 1: Shouldthe transferof Oak Springs, LLC's water systemand Certificate No. 623-W in
Orange and Lake Coimties to Oak SpringsMHC, LLC be approved?

Recommendation: Yes. The transfer of the water system and Certificate No. 623-W is in the
public interest and should be approved effective the date of the Commissionvote. The resultant
order should serve as the Buyer's certificate and should be retained by the Buyer. The existing
rates and charges should remain in effect until a change is authorized by the Commission in a
subsequent proceeding. The tariffs reflecting the transfer should be effective for services
rendered or connections made on or after the stamped approval date on the tariffs pursuant to
Rule 25-30.475, Florida Administrative Code (F.A.C.). Tlie Seller should be responsible for all
Regulatory Assessment Fees (RAFs) payable through Ae date ofclosing. The Buyer has filed the
2015 and 2016 Annual Reports, and will be responsible for all future Annual Reports and RAFs
subsequent to the date ofclosing (May 31,2015). (M. Watts, Andrews, Johnson)

Staff Analysis: On April 5, 2016, OSMHC filed an application for the transfer of Certificate
No. 623-W from Oak Springs, LLC in Orange and Lake Counties. The application is in
compliance with Section 367.071, F.S., and Commission rules concerning applications for
transfer ofcertificates. The sale occurred on May 31,2015.

Noticing, Territory, and Land Ownership
The Utility provided notice of the application pursuant to Section 367.071, F.S., and Rule 25-
30.030, F.A.C. No objections to the transfer were filed with the Commission, and the time for
doing so has expired. The notices contained a description of the territory for OSMHC, which is
appended to this recommendation as Attachment A. The applicant provided a copy of a special
warranty deed that was executed on May 27, 2015, to the staff auditor as evidence that OSMHC
owns the land upon which the water treatment facilities are located pursuant to Rule 25-
30.037(2)(q), F.A.C.

Purchase Agreement and Financing
Pursuant to Rule 25-30.037(2)(i), and (j), F.A.C., the application contains a statement regarding
financing and a copy of the Purchase Agreement, which includes the purchase price, terms of
payment, and a list of the assets purchased. There are no customer deposits, guaranteed revenue
contracts, developer agreements, customer advances, leases, or debt of Oak Springs that must be
disposed of with regard to the transfer. According to the Purchase Agreement, the total purchase
price for the assets, including a Mobile Home Park, is $1,100,000, of which $110,000 is
allocated to the purchase price of the Utility assets. According to the Buyer, the sale took place
on May 31,2015, subject to Commission approval, pursuant to Section 367.071(1), F.S.

Facility Description and Compliance
The water treatment system consists of two wells, a steel ground storage tank with a storage
capacity of 28,000 gallons, a 10,000 gallon steel hydropneumatic tank, and a sodium
hypochlorite system used for disinfection. The last Florida Department of Environmental
Protection (DEP) sanitary survey was conducted on June 11, 2015, and there were no
deficiencies. On July 20, 2015, the DEP deemed the Utility to be in compliance, therefore, the
system appears to be in compliance with the DEP rules.
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Docket No. 160075-WU Issue 1
Date: June 29,2017

Technical and Financial Ability
Pursuant to Rule 25-30.037(2)(l), F.A.C., the application contains statements describing the
technical and financial ability of the Applicant to provide service to the proposed service area.
As referenced in the transfer application, the Buyer has enlisted the services of key personnel
with knowledge, training, and expertise to assist in the operation and maintenance of the utility
system by employing the same personnel as used by the Seller.

Additionally, the application contains statements describingthe financial ability of the Buyer to
provide service to the proposed service area. According to the application, the Buyer has
acquiredthe assets of the Utility and has retired all outstandinglong-termand short-termdebt for
the Utility. Staff also reviewed the financial statements of the Buyer. Based on the above, staff
believes die Buyer has demonstrated the technical and financial ability to provide service to the
existing service territory.

Rates and Charges
The Utility's rates and charges were initially approved in an original certificate application in
2004.^ The rates were subsequently increased through numerous price indexes. The Utility
currently has a pending index increase that will become effective July 8, 2017. The Utility's
rates, effective July 8, 2017, are shown on Schedule No. 1. Rule 25-9.044(1), F.A.C., provides
that, in the case of a change of ownership or control of a utility, the rates, classifications, and
regulations of the former owner must continue unless authorized to change by this Commission.
Therefore, staff recommends that the Utility's existing rates and charges remain in effect until a
change is authorized by this Commission in a subsequent proceeding.

Regulatory Assessment Fees and Annual Reports
Staffhas verified that the Utility is current on the filing ofAnnual Reports and RAFs. The Seller
has submitted all RAFs payable through the date of closing. May 31, 2015. The Buyer has filed
the 2015 and 2016 Annual Reports and paid subsequent RAFs. The Buyer is responsible for
filing all future annual reports and RAFs.

Conclusion

The transfer ofthe water system and Certificate No. 623-W is in the public interest and should be
approved effective the date of the Commission vote. The resultant order should serve as the
Buyer's certificate and should be retained by the Buyer. The existing rates and charges should
remain in effect until a change is authorized by the Commission in a subsequent proceeding. The
tariffs reflecting the transfer should be effective for services rendered or connections made on or
after the stamped approval date on the tariffs pursuant to Rule 25-30.475, F.A.C. The Seller
should be responsible for all RAFs payable through the date of closing. The Buyer has filed the
2015 and 2016 Annual Reports, and will be responsible for all future Annual Reports and RAFs
subsequent to the date of closing (May 31,2015).

^Order No. PSC-04-1120-PAA-WU, issued November 09, 2004, in Docket No. 040515-WU, In re: Applicationfor
certificate to operate water utility in Orange and Lake Counties by Oak Springs, LLC.
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Docket No. 160075-WU Issue 2

Date: June 29,2017

Issue 2: What is the appropriate net book value (NBV) for the water system for transfer
purposes and should an acquisition adjustment be approved?

Recommendation: The NBV of the water system for transfer purposes is $106,950 as of May
31, 2015. An acquisition adjustment should not be included in rate base. To ensure that the
Buyer adjusts its books in accordance with the Commission decision, it should notify the
Commission, within 90 days of the final order in this docket, confirming that the adjustments to
all the applicable National Association ofRegulatory Utility Commissioners (NARUC), Uniform
System of Accounts (USOA) accounts have been made to the Buyer's books and records. In the
event the Buyer needs additional time to complete the adjustments, notice should be provided to
staff within seven days prior to the deadline. Upon provided good cause, staff should be given
administrative authority to grant an extension of up to 60 days. The adjustments should be
reflected in the Buyer's 2017 Annual Report when filed. (Andrews)

Staff Analysis: The purpose of establishing net book value (NBV) for transfers is to determine
whether an acquisition adjustment should be approved. The NBV does not include normal
ratemaking adjustments for used and useful plant or working capital. The Utility's NBV has been
updated to reflect balances as ofMay31,2015. Staffs recommended NBV, as described below, is
shown on Schedule No. 2.

Utility Plant in Service (UPlS)
In Docket No. 040515-\W,'* an original cost study of the Utility's Plant in Service was
performed to establish initial rates but was not intended to formally establish rate base. The
revised original cost study,^ performed on September 17, 2004, reflected a 2003 plant balance of
$429,105.

For the test year ended May 31, 2015, the Utility's application reflected a UPlS balance of
$444,857. Staff reviewed invoices to bring the Utility's 2003 UPlS balance (using the revised
original cost study) forward to May 31, 2015. Staff determined the appropriate balance for UPlS
as of May 31, 2015, is $444,857. Staffs balance reflects no adjustments to the Utility's UPlS
balance in the application. Therefore, staff recommends that the Utility's UPlS balance as of
May 31,2015, should be $444,857.

Land

For the test year ended May 31,2015, the Utility's application reflected a land balance of$3,750,
consistent with the estimate from the original cost study. Staff auditors obtained from the Utility
a deed for the land and a written statement that there has been no change in land ownership since
the last proceeding. Based on the auditor's findings, the cost assigned to land was $2,733. Staffs
balance reflects a reduction to land in the amount of $1,017. Therefore, staff recommends that
the Utility's land balance as ofMay 31,2015, should be $2,733.

^Order No. PSC-04-1120-PAA-WU, issued November 09, 2004, in Docket No. 040515-WU, Inre:Applicationfor
certificate to operate water utility in Orange and Lake Counties by Oak Springs, LLC.
^Document No. 10078-04, filed on September 17, 2004, in Docket No. 040515-WU, In re: Application for
certificateto operate water utilityin Orange and Lake Countiesby OakSprings, LLC.
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Date: June 29, 2017

Accumulated Depreciation
The Utility's application reflected an accumulated depreciation balance of $338,750. Based on
stafFs recommended UPIS balance discussed earlier, staff calculated the appropriate
accumulated depreciation balance to be $340,640. As a result, accumulated depreciation should
be increased by $1,890. Therefore, staff recommends that the Utility's accumulated depreciation
balance as ofMay 31,2015, should be $340,640.

Contributions-in-Aid-of-Construction (CIAC) and Accumulated Amortization of
CIAC

Order No. PSC-04-1120-PAA-WU^ did not impute CIAC because Oak Springs, LLC did notsell
lots; the lots are leased to homeowners. Audit staff verified that no CIAC has been collected
since this order. Therefore, staff recommends that the Utility's CIAC and accumulated
amortization of CIAC balances as of May 31,2015, should be $0.

Net Book Value

The Utility's application reflected a NBV of $113,607. Based on the adjustments described
above, staff recommends that the NBV is $106,950. Staffs recommended NBV and the NARUC
USOA balance for UPIS and accumulated depreciation, as of May 31, 2015, are shown on
Schedule No. 2, Page 1 of3.

Acquisition Adjustment
An acquisition adjustment results when the purchase price differs from the NBV of the assets at
the time of the acquisition. The Utility and its assets were purchased for $110,000. As stated
above, staff has determined the appropriate NBV total to be $106,950. Pursuant to Rule 25-
30.0371, F.A.C., a positive acquisition adjustment may be appropriate when the purchase price is
greater than the NBV, and a negative acquisition adjustment may be appropriate when the
purchase price is less than NBV. However, pursuant to Rule 25-30.0371(2), F.A.C., a positive
acquisition adjustment shall not be included in rate base absent proof of extraordinary
circumstances. In addition, the Buyer did not request a positive acquisition adjustment. As such,
staff recommends that no positive acquisition adjustment be approved.

Conclusion
The NBV of Oak Springs's water system for transfer purposes is $106,950 as of May 31, 2015.
No acquisition adjustment should be included in rate base. To ensure that the Buyer adjusts its
books in accordance with the Commission decision, it should notify the Commission, within 90
days of the final order in this docket, confirming that the adjustments to all the applicable
NARUC USOA accounts have been made to the Buyer's books and records. In an effort to assist
the Buyer in its requirement. Schedule 2, Page 3 of 3, provides a breakdown by primary account
for plant and accumulated depreciation that reflects the ending balances as of May 31, 2015. In
the event the Buyer needs additional time to complete the adjustments, notice should be given to
staff within seven days prior to the deadline. Upon providing good cause, staff should be given
administrative authority to grant an extension of up to 60 days. The adjustments should be
reflected in the Buyer's 2017 Annual Report when filed.

^Order No. PSC-04-1120-PAA-WU, issued November 09, 2004, in Docket No. 040515-WU, Inre: Applicationfor
certificate to operate water utility in Orange andLake Counties by Oak Springs, LLC.
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Date: June 29,2017

Issue 3: Should this docket be closed?

Recommendation: If no protest to the proposed agency action is filed by a substantially
affected person within 21 days of the date of the order, a consunmiating order should be issued
and the docket should be closed administratively after OSMHC has provided proof that its
general ledgers have been updated to reflect the Commission-approved balances as of May 31,
2015. (Mapp)

Staff Analysis: If no protest to the proposed agency action is filed by a substantially affected
person within 21 days of the date of the order, a consummating order should be issued and the
docket should be closed administratively after OSMHC has provided proof that its general
ledgers have been updated to reflect the Commission-approved balances as ofMay 31,2015.



Docket No. 160075-WU Attachment A
Date: June 29,2017 Page 1 of3

Oak Springs, MHC
Water Territory Description

Orange & Lake Counties

PARCEL I: ORANGE COUNTY

That part of the Northeast Vi of Section 5, Township 20 South, Range 28 East, Orange County,
Florida, more particularly described as follows:

Commence at the Northeast comer of the Northeast Va, of Section 5, Township 20 South, Range
28 East, Orange County, Florida; thence North 89°42'51" West, along the North boundary of
said Northeast Vi, a distance of 204.22 feet to the Point of Beginning; thence South 0°17'09"
West, 350.00 feet; thence North 89°42'5r' West, 350.00 feet from and parallel with said North
boundary, a distance of 1082.18 feet to a point on the West boundary of Lot 2, and the East
boundary of Lot 3, J.B. Babcock's Subdivision, as recorded in Plat Book "B", Page 27, Public
Records of Orange County, Florida; thence North 6°33'5r' West, along said boundary, a
distance of 135.97 feet; thence North 89°42'5r' West, 215.00 feet from and parallel with said
North boimdary a distance of 713.38 feet to a point on the East right of way line of State Road
No. 435; thence North 0°5r24" East, along said right of way line, 33.00 feet from and parallel
with the centerline of said road, a distance of 215.01 feet to a point on the North boundary of
said Northeast Vi; thence South 89°42'51" East, along said North boundary, 1809.63 feet to the
point of Beginning. All being in the Northeast % of Section 5, Township 20 South, Range 28
East, Orange County, Florida.

PARCEL II: LAKE COUNTY

That part of the Southeast % of Section 32, Township 19 South, Range 28 East, Lake County,
Florida, more particularly described as follows:

Begin at the Southeast comer of the Southeast % of Section 32, Township 19 South, Range 28
East, Lake County, Florida; thence North 89°42'5r' West, along the South boundary of said
Southeast Va^ a distance of 2013.85 feet to a point on the East right of way line of State Road No.
435; thence North 0°5r24" East, along said right of way line, 33.00 feet from and parallel with
the centerline of said road, a distance of 648.73 feet to the point of curvature of a curve that is
concave Westerly, having a radius of 851.51 feet; thence along the arc of said right of way line
curve, 33.00 feet from and parallel with said centerline, a chord bearing and distance of North
13°36'4r' West, 425.49 feet to the point of tangency of said curve; thence North 28°04'47"
West, along said right of way line, 33.00 feet from and parallel with said centerline, a distance of
213.52 feet to the point of curvature of a curve that is concave Easterly, having a radius of
268.56 feet; thence along the arc of said curve, 33.00 feet from and parallel with smd centerline,
a chord bearing and distance of North 19°09'24" West, 83.31 feet to a point on the North
boxmdary of the South Yi of said Southeast Va; thence South 89°46'22" East, along said North
boundary 298.70 feet to a point on the Southeasterly right of way line of Tifton Street and the
Northwesterly boundary of Block 131, Mt. Pljmiouth, Section "A", as recorded in Plat Book 8,
Pages 85 through 85-D, Public Records of Lake County, Florida; thence North 36°ir03" East,
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along said right of way line and along said Westerly boundary, a distance of 113.68 feet to a
point on a curve that is concave Northwesterly, having a radius of 1059.00 feet; thence along the
arc of said curve along said right of way line, a chord bearing and distance of North 30°03'55"
East, 157.64 feet, to a point on the Northwesterly boundary of Block 98, said Section "A";
thence North 26°28'40" East, along said right of way line and along said Northwesterly
boundary, a distance of 165.71 feet to a point on a curve that is concave Southerly, having a
radius of 42.70 feet; thence along the arc of said curve, along the Northerly boundary of said
Block 98, a chord bearing and distance ofNorth 72°53'40" East, 62.30 feet to a point on a curve
that is concave Northerly, having a radius of 1621.00 feet; thence along the arc of said curve,
along the Southerly right of way line of Selma Avenue as shown on said Section "A", and along
the Northerly boundary of said Block 98 and continuation thereof, a chord bearing and distance
of South 71°18'13" East, 611.36 feet to a point on the West boundary of Block 129, said Section
"A"; thence North 0°20'54" West, along West boundary, and the East right of way line of St.
Andrews Boulevard, as shown on said Section "A", a distance of 70.56 feet, to the most
Northerly comer of said Block 129; thence South 38°15'27" East, along the Northeasterly
boundary of said Block 129, and Southwesterly right of way of Selma Avenue, a distance of
355.01 feet to a point on the North boundary of said South 'A; thence South 89°46'22" East,
along said North boundary, 850.77 feet to the Northeast comer of said South thence South
0°07'38" East, along the East boundary of said Southeast 14, a distance of 3.43 feet to a point on
the South boundary of Block 100, said Section "A"; thence North 89°42'04" West, along the
South boundary of said Block 100, a distance of 265.20 feet to the Southwest comer of said
Block; thence South 44°54'5r' East, 376.44 feet to a point on said East boundary; thence South
0°07'38" East along said East boimdary, 1061.85 feet to the Point of Beginning. All being in the
Southeast !4of Section 32, Township 19 South, Range 28 East, Lake County,Florida.

9-
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FLORIDA PUBLIC SERVICE COMMISSION

Authorizes

Oak Springs MHC, LLC.
Pursuant to

Certificate Number 623-W

To provide water service in Orange and Lake Counties in accordance with the provisions of
Chapter 367, Florida Statutes, and the Rule, regulations, and Orders of this Commission in the
territory described by the Orders of this Commission. This authorization shall remain in force
and effect until superseded, suspended, cancelled or revoked by Order of this Commission.

Order Number Date Issued Docket Number Filing Tvpe

PSC-04-1120-PAA-WU 11/09/2004 040515-WU Original Certificate

* * 160075-WU

* Order Numbers and dates to be provided at time of issuance

-10-
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Oak Springs MHC, LLC
Monthly Water Rates^

Residential and General Service

Base Facility Charge by Meter Size
5/8" X 3/4" $8.93
3/4" $13.40
1" $22.33

1 1/2" $44.65
2" $71.44

3" $142.88
4" $223.25

Charge per 1,000 gallons $2.47

Miscellaneous Service Charges

Initial ConnectionCharge $15.00
Normal Reconnection Charge $15.00
ViolationReconnection Charge $15.00
Premises Visit Charge(in lieu of disconnection) $10.00

Service Availability Charges

Main Extension Charge
Residential - Per ERC^ $243.00

Meter Installation Charge
5/8" X 3/4" $200.00

'Rates will beeffective July 8,2017, after the approved index isimplemented.
'Equivalent residential connection

- 11 -
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Oak Springs, LLC. Water System Schedule
Water System

Schedule of Net Book Value as of May 31,2015

Description Balance Per Adjustments Staff
Utility Recommendation

Utility Plant in Service $444,857 $0 $444,857
Land & Land Rights 3,750 (1,017) 2,733
Accumulated Depreciation (338.7501 (1.8901 (340.6401

Total $113.607 ($2.9071 $106.950

-12-



Docket No. 160075-WU Schedule No. 2

Date: June 29,2017 Page 2 of3

Explanation of Staffs Recommended
Adjustments to Net Book Value as ofMay 31,2015
Water System
Explanation Amount

A. Land & Land Rights
To reflect appropriate amount of land & land rights. r$1.0171

B. Accumulated Depreciation
To reflect appropriate amoimtofaccumulateddepreciation. fSl.SQO'̂

Total Adjustments to Net Book Value as of May 31,2015. ($2.907^

-13-
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Oak Springs, LLC
Water System
Schedule of Staff Recommended Account Balances as ofMay 31,2015

Schedule No. 2

Page 3 of3

Account Accumulated

No. Description UPIS Depreciation
301 Organization $10,000 $0

304 Structures 8l Improvements 1,198 (1,198)
307 Wells & Springs 88,110 (88,110)
309 Supply Mains 3,754 (3,754)
310 Power Generation Equipment 48,627 (26,055)
311 Pumping Equipment 36,900 (904)
320 Water Treatment Equipment 19,325 (19,325)
330 Distribution Reservoirs & Standpipes 61,889 (35,217)
331 Transmission & Distribution Lines 62,738 (59,718)
333 Services 32,810 (32,810)
334 Meters and Meter Installations 65,256 (59,718)
335 Hydrants 10,850 (10,431)
336 Backflow Prevention Devices 3,400 (3,400)

Total $444,857 <-$340,640^

-14-
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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: June 29, 2017

TO: Office of Commission Clerk (Stauffer) ^

FROM: Division of Engineering (Matthews, Ellis) AiJ^
Division of Accounting and Figgice (Browjj-r ^
Division ofEconomics (FriedriSi)
Office of the General Counsel (Murphy)

RE: Docket No. 160165-SU - Application for staff-assisted rate case in Gulf County
by ESAD Enterprises, Inc. cklD/a Beaches Sewer Systems, Inc.

AGENDA: 07/13/17 - Regular Agenda - Proposed Agency Action - Except Issue Nos. 17,
18, and 19 - Interested Persons May Participate

COMMISSIONERS ASSIGNED: All Commissioners

PREHEARING OFFICER: Polmann

CRITICAL DATES; None

SPECIAL INSTRUCTIONS: 12/9/2017 (15-Month Statutory Deadline (SARC))

FPSC Commission Clerk
FILED JUN 29, 2017DOCUMENT NO. 05622-17FPSC - COMMISSION CLERK
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Case Background 

ESAD Enterprises, Inc. d/b/a Beaches Sewer Systems, Inc. (Beaches or Utility) is a Class C 
wastewater-only utility operating in Gulf County, Florida. The Utility currently serves 
approximately 316 residential and 4 general service wastewater customers, and has 45 prepaid 
connections. Water service is provided by the City of Port St. Joe.  
 
By Order No. 17638, issued June 2, 1987, the Commission granted Certificate No. 422-S to Gulf 
Aire Properties, Inc. d/b/a Gulf Aire Wastewater Treatment Plant (Gulf Aire) for its wastewater 
system.1 The Commission amended the certificate by Order No. 19621, issued July 7, 1988, to 
include additional territory, and amended it a second time by Order No. 25275, issued October 
30, 1991, to correct, add, and delete territory.2 The Utility was transferred from Gulf Aire to 
Beaches by Order No. PSC-02-1299-PAA-SU, issued on September 23, 2002.3 
 
The Utility’s last rate case was a staff-assisted rate case (SARC) approved in 1987.4 The petition 
for a SARC in the instant case was filed on July 12, 2016. The test year selected was July 1, 
2015, through June 30, 2016. According to the Beaches 2015 Annual Report, total gross 
revenues were $130,792 and total operating expenses were $137,247. 
 
The customer meeting was held on March 9, 2017, in Port St. Joe, Florida, to receive customer 
questions and comments concerning the Utility’s rate case and quality of service. The 
Commission has jurisdiction pursuant to Sections 367.081, 367.0812, 367.0814, and 367.091, 
Florida Statutes (F.S.).

                                                 
1Order No. 17638, issued June 2, 1987, in Docket No. 861336-SU, In re: Application of Gulf Aire Properties, Inc. 
d/b/a Gulf Aire Wastewater treatment Plant for sewer certificate in Gulf County. 
2Order No. 19621, issued July 7, 1988, in Docket No. 880621-SU, In re: Application of Gulf Aire Wastewater 
Treatment Plant for amendment of Certificate No. 422-S in Gulf County; and Order No. 25275, issued October 30, 
1991, in Docket No. 910660-SU, In re: Application of Gulf Aire Wastewater Treatment Plant (Gulf Aire Properties, 
Inc.) for amendment of Certificate No. 422-S for addition and deletion of territory in Gulf County. 
3Order No. PSC-02-1299-PAA-SU, issued September 23, 2002, in Docket No. 011379-SU, In re: Application for 
transfer of Certificate No. 422-S in Gulf County from Gulf Aire Properties d/b/a Gulf Aire Wastewater Treatment 
Plant to ESAD Enterprises, Inc. d/b/a Beaches Sewer System 
4Order No. 17812, issued July 7, 1987 in Docket No. 861569-SU, In re: Application of Gulf Aire Properties, Inc. 
d/b/a Gulf Aire Wastewater Treatment Plant for staff assistance on an increase in sewer rates in Gulf County.  
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Discussion of Issues 

Issue 1:  Is the quality of service provided by Beaches Sewer Systems, Inc. satisfactory? 

Recommendation:  Yes, the quality of service provided by Beaches Sewer Systems, Inc. 
should be considered satisfactory. (Matthews) 

Staff Analysis:  Pursuant to Section 367.0812, F.S., in water and wastewater rate cases, the 
Commission shall determine the overall quality of service provided by a utility. The 
determination is made from an evaluation of three separate components of the Utility operations. 
The components evaluated are (1) the quality of the utility’s product; (2) the operational 
conditions of the utility’s plant and facilities; and (3) the utility’s attempt to address customer 
satisfaction. The Statute further states that outstanding citations, violations, and consent orders 
on file with the Florida Department of Environmental Protection (DEP) and the county health 
department over the preceding five-year period shall be considered. In addition, customer 
comments or complaints received by the Commission are also reviewed. 

Quality of Utility’s Product 
Jurisdiction of Beaches’ wastewater facilities is under the DEP. To evaluate Beaches’ product 
quality, staff reviewed the Utility’s compliance with DEP environmental requirements regarding 
effluent quality. All testing of effluent quality is currently within DEP standards. 

Operating Condition of the Utility’s Plant and Facilities 
Beaches is a wastewater service only utility. The Utility’s operation of its wastewater treatment 
system is subject to various environmental requirements such as permitting, testing, and 
discharge monitoring under the jurisdiction of the DEP. On August 29, 2016, the DEP conducted 
an inspection of the Beaches wastewater treatment plant (WWTP) and noted several areas of 
non-compliance. Specifically, the areas of concern were: (1) the clarifier effluent was turbid and 
had excessive solids; (2) the ponds had excessive vegetation; (3) several effluent quality tests 
exceeded permit limitations; and (4) the three percolation ponds were not being rotated properly. 
On October 13, 2016, the Utility timely responded with its explanation of remedial actions on all 
items, and the DEP closed the inspection with satisfactory results. 

Staff conducted a site visit to inspect the facility on March 9, 2017. Several components of the 
system were noted by staff to be in disrepair, in need of replacement, or in need of additional 
equipment. These items are included in the list of pro forma projects discussed in Issue 16, to the 
extent they are justified by proper documentation. 

The Utility’s Attempt to Address Customer Satisfaction 
The final component of the overall quality of service that must be assessed is the utility’s attempt 
to address customer satisfaction. As part of staff’s evaluation of customer satisfaction, staff held 
a customer meeting in Port St. Joe, Florida, on March 9, 2017, to receive customer comments 
concerning Beaches’ quality of service. Only one customer attended the customer meeting, and 
the customer provided general comments regarding wastewater systems. The customer also 
expressed general concerns regarding the long-term sustainability of a small wastewater system 
such as Beaches. However, the customer did not express any complaints or dissatisfaction with 
the system or the customer service. 
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Staff requested copies of any complaints filed with Beaches during the test year as well as the 
previous four years. None were received by the Utility. In addition, staff requested copies of all 
complaints filed with the DEP for the test year and four years prior; none were received. A 
review of the Commission’s complaint tracking system revealed no complaints against the 
Utility in the five-year period from July 1, 2011, through June 30, 2016, and one customer 
complaint filed after the test year. The complaint expressed concerns regarding deteriorating 
infrastructure and safety, noting that children were observed at a lift station. The Utility’s 
response noted that its lift stations and other facilities are locked to prevent access, and the 
Utility planned on posting no trespassing signs and discussing the matter with local law 
enforcement. During the processing of the rate case, one letter was received in which a customer 
expressed concern that the WWTP, which is located adjacent to the customer’s back yard, was 
causing standing water to collect in the yard. Utility representatives went to the customer’s home 
and demonstrated that the standing water was in fact not related to the WWTP. 

Summary 
The Utility’s WWTP and related facilities are in compliance with all requirements of the DEP. 
Based on this fact and the discussion above, staff recommends that the quality of service 
provided by Beaches should be considered satisfactory.
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Issue 2:  What are the used and useful percentages (U&U) of the Beaches Sewer Systems, Inc. 
wastewater treatment plant and wastewater collection system? 

Recommendation:  Beaches’ WWTP should be considered 64.3 percent U&U. The 
wastewater collection system should be considered 90.5 percent U&U. There appears to be no 
excessive infiltration and inflow (I&I), therefore staff is not recommending an adjustment be 
made to operating expenses for chemicals and purchased power. (Matthews) 

Staff Analysis:  Beaches’ WWTP is a single treatment plant permitted by the DEP at 70,000 
gallons per day (gpd) annual average daily flow facility. The Utility reports having 52 manholes 
and three lift stations in its system. In addition the wastewater collection system consists of 
16,033 linear feet of 8-inch gravity main and 1,650 linear feet of 6-inch gravity main. 

Infiltration and Inflow (I&I) 
Rule 25-30.432, Florida Administrative Code (F.A.C.), provides that in determining the amount 
of U&U plant, the Commission will consider I&I. Every wastewater collection system 
experiences I&I. Typically, infiltration is a result of groundwater entering the wastewater 
collection system through broken or defective pipes and joints. Inflow is the result of water 
entering the collection system through manholes or lift stations. 
 
The maximum allowable amount for infiltration is 500 gpd per inch of pipe diameter per mile of 
pipe length. This amount is calculated from each of the two sizes of pipe in the Utility’s 
wastewater collection system. Using the pipe lengths and diameters given above, the infiltration 
allowance is calculated to be 4,775,555 gallons per year. 
 
In addition, 10 percent of the total gallons sold to customers is allowed for inflow. Water usage 
data was acquired from the City of Port St. Joe for the purpose of this calculation. Ten percent of 
the water sold is 1,251,702 gallons. Therefore, the total I&I allowance is 6,027,257 gallons per 
year. 
 
Next, the amount of wastewater expected to be returned from the system is calculated. This 
figure is determined by summing 80 percent of water sold to residential users with 90 percent of 
water sold to non-residential users. Using the data from the City of Port St. Joe, the amount 
calculated for expected return is 10,013,614 gallons per year. In order to find the total amount of 
wastewater allowed, the I&I allowance and the expected return are summed, yielding 16,040,871 
gallons per year. Finally, this total is compared to the total wastewater actually treated during the 
test year, which in this case is 14,384,700 gallons. The total wastewater treated does not exceed 
the total wastewater allowed. Therefore, there is no excessive I&I. 
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Used and Useful Percentages 
 Wastewater Treatment Plant 
Pursuant to Rule 25-30.432, F.A.C., the U&U analysis for the Utility’s WWTP is based on the 
customer demand compared with the permitted plant capacity, with consideration given for 
growth and I&I. The formula for calculating U&U for the WWTP is (average daily flow + 
growth – excessive I&I) / permitted plant capacity. 

A linear regression analysis of the historical growth pattern yields a growth of 184 gpd. Based on 
the Utility’s monthly operating reports the annual average daily flow is 44,829 gpd, and the 
permitted plant capacity is 70,000 gpd. There is no excessive I&I. Therefore, the WWTP is 64.3 
percent U&U. 

Wastewater Collection System 
The U&U analysis for the water collection system is given by (test year connections + growth) / 
capacity of the system. There were 320 connections in the test year. However, the Utility also 
has 45 prepaid customers (customers which have paid for connecting to the system but have not 
yet done so). This brings the total customer count to 365. The growth is calculated to be 1.5 
ERCs over the five-year statutory growth period. The system capacity is 405 ERCs. Therefore, 
the wastewater collection system is 90.5 percent U&U. 

Summary 
Beaches’ WWTP should be considered 64.3 percent U&U. The wastewater collection system 
should be considered 90.5 percent U&U. There appears to be no excessive infiltration and 
inflow, therefore staff is not recommending an adjustment be made to operating expenses for 
chemicals and purchased power. 
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Issue 3:  What is the appropriate average test year rate base for Beaches Sewer Systems, Inc.? 

Recommendation: The appropriate average test year wastewater rate base for Beaches is 
$72,658. (Brown) 

Staff Analysis:  The appropriate components of the Utility's rate base include utility plant in 
service, land, Contributions-In-Aid-of-Construction (CIAC), accumulated depreciation, 
amortization of CIAC, and working capital. Rate base was last established as of December 1, 
2000, in Docket No. 011379-SU.5 Staff selected the test year ended June 30, 2016, for the instant 
case. Commission audit staff determined that the Utility's books and records are not currently 
consistent with the National Association of Regulatory Utility Commissioners' Uniform System 
of Accounts (NARUC USOA). A summary of each component of wastewater rate base and the 
recommended adjustments are discussed below. 

Utility Plant in Service (UPIS) 
The Utility recorded $616,024 in UPIS. Audit staff reconciled the beginning balances from 
Order No. PSC-02-1299-PAA-SU to the general ledger, and determined that the Utility had not 
made prior ordered adjustments. Staff reduced UPIS by $191,682 to address the prior 
Commission-ordered adjustments and removed $83,849 for items that were unsupported by the 
Utility. The unsupported items included the removal of $41,697 from Account 391 – 
Transportation Equipment for purchased vehicles. 
 
The Utility subsequently provided staff with a mileage estimate related to its day-to-day 
operations.6 For purposes of this rate case, staff believes the estimate is sufficient to support the 
inclusion of a vehicle for the Utility’s use as discussed below. As of April 14, 2017, the Utility 
owned the following vehicles: a 2010 Cadillac SRX, a 2014 Chevrolet Silverado 2500 HD LTZ 
Crew Cab, and a 2015 Chevrolet Silverado 1500 LT Crew Cab.7 The Cadillac was purchased 
prior to the test year, the 2015 Silverado was purchased during the test year (December 2015), 
and the 2014 Silverado was purchased after the test year (August 2016). Staff notes that the 2014 
and 2015 Silverados were purchased at a time when the Utility asserts that it did not have the 
resources necessary to perform certain plant maintenance items. Additionally, the Utility 
represented to staff that the Cadillac was to be sold by June 2017.8 Even with the sale of this 
vehicle, staff questions the need for multiple Utility vehicles, especially when the President and 
Vice-President of the Utility, as well as the contract plant operator, are part-time employees. 
Staff believes that one vehicle is necessary for the Utility to operate effectively and should be 
included in plant. As such, staff believes the appropriate amount of Transportation Equipment is 
$41,406, which represents the cost of the 2015 Silverado purchased during the test year.9 
 

                                                 
5Order No. PSC-02-1299-PAA-SU, issued September 23, 2002, in Docket No. 011379-SU, In re: Application for 
transfer of Certificate No. 422-S in Gulf County from Gulf Aire Properties d/b/a Gulf Aire Wastewater Treatment 
Plant to ESAD Enterprises, Inc. d/b/a Beaches Sewer System. 
6Document No. 08522-16, filed October 28, 2016. 
7Document No. 04224-17, filed April 14, 2017. 
8Ibid. 
9The $41,406 was derived from information included in the December 29, 2015, purchase order and reflects the 
truck’s retail price plus tax, title, and fees less any rebates and trade-in. 
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Corresponding adjustments to accumulated depreciation and depreciation expense are also 
necessary to appropriately reflect this UPIS addition. Additionally, while there appears to be 
outstanding loans on several of the Utility’s vehicles, only one of the loans was included in the 
Utility’s capital structure.10 Based on the discussion above, staff included the loan related to the 
2015 Silverado in the Utility’s capital structure. In Issue 6, staff recommends using the Utility’s 
mileage estimate and the IRS standard mileage rate to develop an appropriate amount of 
transportation expense. This expense includes standard maintenance, repairs, taxes, gas, 
insurance, and registration fees. 
 
Staff also increased UPIS by $1,864 (net of retirements) for major repairs at the plant originally 
expensed to Account 775. The repairs being capitalized include a new pump, control panel, and a 
blower. The Utility originally booked these costs as expenses, but staff believes these items 
should be capitalized as they are non-recurring and extend the useful life of the plant. UPIS was 
also increased by $2,934 for the purchase of a storage building located at the wastewater 
treatment plant. The Utility’s additional plant items are shown in Table 3-1 below, as are staff’s 
adjustments to UPIS, accumulated depreciation, and depreciation expense. There is also a 
corresponding increase to property taxes of $67 for the additional plant. The adjustments to 
depreciation expense and property taxes are addressed in Issue 6, while accumulated 
depreciation is addressed later in this issue.  
 

Table 3-1 
Additional Plant Items 

Description UPIS 
Accum. 
Depr. 

Depr. 
Exp. 

Reclassified from O&M Expense 
Repair Pump and Control Panel $4,840  ($179) $179  
    Retirement (3,630) 134  (134) 
Replace Blower 2,617  (174) 174  
    Retirement (1,963) 131  (131) 
Total Reclassified $1,864  ($88) $88  
Plant Addition (After Test Year) 
Storage Building for WWTP $2,934  ($109) $109  
Total Plant Addition $2,934  ($109) $109  

    Source: Utility responses to staff data requests. 
 
Staff also increased UPIS by $199 for a 2012 addition that was not booked, reclassified $939 
from Account 351 to Account 390 for the purchase of a copier, and made a $21,735 averaging 
adjustment. Staff’s net adjustments decrease UPIS by $250,862. Therefore, staff recommends a 
UPIS balance of $365,162. 
 
 
 
 

                                                 
10In Issue 4, staff removed this $2,958 loan from the capital structure because the vehicle was sold. 
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Land & Land Rights 
The Utility recorded a test year land balance of $14,364. Audit staff verified that the land is 
owned by the Utility and determined that the land where the lift station is located was purchased 
since Order No. PSC-02-1299-PAA-SU. As a result, staff added $7,500 for the lift station land. 
Staff recommends a land and land rights balance of $21,864. 
 
Non-Used and Useful (non-U&U) Plant 
The Utility did not record a test year non-U&U plant balance. As discussed in Issue 2, the 
WWTP should be considered 64.3 percent U&U. Beaches’ wastewater collection systems were 
calculated as 90.5 percent U&U.  
 
Application of the U&U percentage to the average plant balances and associated average 
accumulated depreciation balances results in a net decrease of $3,007 for wastewater non-U&U 
components. Therefore, staff’s recommended non-U&U plant balance is $3,007. 
 
Contributions In Aid of Construction (CIAC) 
The Utility recorded CIAC balances of $247,554. Commission audit staff found that a previous 
audit adjustment to increase CIAC by $31,996 had not been made and identified a $1,500 
variance between the general ledger and staff audit calculations that increased CIAC. As such, 
staff recommends a CIAC balance of $281,050. 
 
Accumulated Depreciation 
The Utility recorded $509,117 in accumulated depreciation. Staff calculated accumulated 
depreciation using the prescribed rates set forth in Rule 25-30.140, F.A.C. Staff’s calculation 
includes a previously ordered adjustment of $66,607 that was not made by the Utility and the 
removal of $135,915 for the reserve for transportation equipment cost. Staff also increased 
accumulated depreciation by the following amounts: $88 for plant repairs reclassified from 
Account 775, $109 to reflect an adjustment for additional plant (storage building), and $6,901 to 
reflect an adjustment for the Utility’s new vehicle. Finally, staff reduced accumulated 
depreciation by $3,495 to reflect staff’s averaging adjustment. As such, staff recommends an 
accumulated depreciation balance of $310,199. 
 
Accumulated Amortization of CIAC 
Beaches recorded an amortization of CIAC balance of $188,335. An adjustment has been made 
to reflect a previously ordered adjustment increasing accumulated amortization of CIAC by 
$34,296. Staff calculated amortization of CIAC using composite depreciation rates, and 
recommends that it be increased by $40,006. Staff recommends an accumulated amortization of 
CIAC balance of $262,637. 
 
Working Capital Allowance 
Working capital is defined as the short-term investor-supplied funds that are necessary to meet 
operating expenses. Consistent with Rule 25-30.433(2), F.A.C., staff used the one-eighth of the 
operation and maintenance (O&M) expense formula approach for calculating the working capital 
allowance. Applying this formula, staff recommends a working capital allowance of $17,251 
(based on O&M expense of $138,009/8). 
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Rate Base Summary 
Based on the foregoing, staff recommends that the appropriate average test year rate base for 
Beaches is $72,658. Rate base is shown on Schedule No. 1-A. The related adjustments are shown 
on Schedule No. 1-B.
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Issue 4:  What is the appropriate return on equity and overall rate of return for Beaches Sewer 
Systems, Inc.? 

Recommendation: The appropriate return on equity (ROE) is 11.16 percent with a range of 
10.16 percent to 12.16 percent. The appropriate overall rate of return is 5.34 percent. (Brown) 

Staff Analysis: According to the staff audit, the Utility’s test year capital structure reflected 
negative common equity of $55,737, long term debt of $217,870, and customer deposits of 
$2,166. Staff adjusted the negative equity amount to zero consistent with Commission practice 
and removed a $2,958 loan for a vehicle that the Utility no longer owns. Staff also added the 
$41,406 loan associated with the purchase of a new Utility vehicle in December 2015. After the 
test year and during the course of this staff-assisted rate case, the Utility also incurred several 
new obligations which are detailed below in Table 4-1. 
 

Table 4-1 
New Loan Obligations 

Lender (Date of Loan) Amount Int. Rate 
Centennial Bank (10/25/16) $10,412 7.50% 
Frank J. Seifert (12/31/16) $13,000 5.00% 
Gulf Coast Property Services  (12/31/16) $20,000 5.00% 
Donna M. Seifert  (12/31/16) $28,400 5.00% 

  Source: Utility response to Staff Report, Document No. 02928-17. 
 
The resulting long-term debt is $266,730 ($217,870 - $2,958 + $41,406 + $10,412) and short-
term debt is $61,400 ($13,000 + $20,000 + $28,400). The long-term debt balance is comprised of 
multiple notes at different rates, which equates to a weighted average cost rate of 5.43 percent, as 
detailed below in Table 4-2. 
 
 Table 4-2  

Long-Term Debt – Weighted Average 

Loan Amount 
% of 
Total Int. Rate 

Weighted 
Cost 

Centennial Bank (Purchase of Utility) $214,912 80.57% 5.50% 4.43% 
Ally Financial (New Vehicle – 12/29/15) $41,406 15.52% 4.56% 0.71% 
Centennial Bank (10/25/16) $10,412 3.90% 7.50% 0.29% 
Total $266,730 100.00%  5.43% 

  Source: Audit Report and Utility responses to staff data requests. 
 
The weighted average cost rate for the short-term debt shown in Table 4-1 above, which is 
comprised of the three December 31, 2016 promissory notes, is 5.00 percent.  
 
Staff also removed $1,995 in customer deposits based on the Utility’s assertion, and subsequent 
documentation, that no new deposits will be collected (unless the customers is renting their 
residence) and all deposits will be refunded for customers that have moved, or issued as a credit 
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memo for current customer.11 The Utility refunded or issued credit memos for customer deposits 
in December 2016.12 The Utility’s capital structure has been reconciled with staff’s 
recommended rate base. The appropriate ROE for the Utility is 11.16 percent based on the 
Commission-approved leverage formula currently in effect.13 Staff recommends an ROE of 
11.16 percent, with a range of 10.16 percent to 12.16 percent, and an overall rate of return of 
5.34 percent. The ROE and overall rate of return are shown on Schedule No. 2.

                                                 
11Document No. 00581-17, filed January 18, 2017. 
12Document No. 04224-17, filed April 14, 2017.  
13Order No. PSC-16-0254-PAA-WS, issued June 29, 2016, in Docket No. 160006-WS, In re: Water and wastewater 
industry annual reestablishment of authorized range of return on common equity for water and wastewater utilities 
pursuant to Section 367.081 (4)(j), F.S. 
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Issue 5:   What are the appropriate test year revenues for Beaches Sewer Systems, Inc.? 

Recommendation:  The appropriate test year revenues for Beaches are $131,256. (Friedrich)  

Staff Analysis:  Beaches recorded total test year revenues of $131,149. The wastewater 
revenues included $124,237 of service revenues, $2,132 of miscellaneous revenues, and $4,780 
of guaranteed revenues. Based on staff’s review of the Utility’s billing determinants and the 
service rates that were in effect during the test year, staff determined test year service revenues 
should be $124,324. This results in an increase of $87 ($124,324 - $124,237) to service revenues. 
In addition, staff made adjustments to miscellaneous revenues. Staff determined miscellaneous 
revenues should be $2,160. Staff’s audit findings revealed that the Utility was charging a normal 
reconnection charge of $14.64 when their approved tariff rate is $15.00 for this charge. This 
results in an increase of $28 ($2,160 - $2,132) to miscellaneous revenues. Staff also determined 
that guaranteed revenues should be $4,772, resulting in a decrease of $8 ($4,780 - $4,772) to 
Beaches recorded guaranteed revenues during the test year. Based on the above, the appropriate 
test year revenues for Beaches’ wastewater system are $131,256.



Docket No. 160165-SU  Issue 6 
Date: June 29, 2017 

-13- 
 

Issue 6:  What is the appropriate amount of operating expense for Beaches Sewer Systems, 
Inc.? 

Recommendation: The appropriate amount of operating expense for Beaches is $155,232. 
(Brown, Matthews) 

Staff Analysis:  Beaches recorded operating expense of $146,044 for the test year ended June 
30, 2016. The test year O&M expenses have been reviewed, including invoices, canceled checks, 
and other supporting documentation. Staff made several adjustments to the Utility’s operating 
expenses as summarized below. 
 
Salaries and Wages – Officers, Directors, and Majority Stockholders (703) 
Beaches recorded salaries and wages – officers, directors, and majority stockholders expense of 
$58,274. In response to staff’s audit report, the Utility reflected salaries of $32,400 for the 
President and $19,800 for the Vice-President.14 The Utility also included $3,993 for payroll taxes 
and a total of $2,000 for director’s fees. As such, total salaries and wages according to the Utility 
are $58,193 ($32,400 + $19,800 + $3,993 + $2,000). The three-year average for salaries and 
wages is $44,667 based on amounts reported in the Utility’s 2013-2015 Annual Reports. Staff 
notes that the Vice-President’s salary reflects an increase from January 1, 2016, through the end 
of the test year, June 30, 2016. Staff believes that to get an accurate picture of test year salaries, 
the increase to the Vice-President’s salary should be applied to all 12 months. Since six months 
were already included in the Utility’s calculation, an additional six months should be added. This 
results in a $9,000 increase ($1,500 x 6 months), bringing the Vice-President’s salary to $28,800, 
and total salaries to $61,200. The Utility also made several additional changes to requested 
salaries after the test year as illustrated below in Table 6-1. 
 

Table 6-1 
Change in Salaries  

Position 
Utility 

TY 
Staff 
TY 

Utility 
7/1/2016 

Utility 
1/1/2017 

President $32,400 $32,400 $48,000 $48,000 
Vice-President 19,800 28,800 36,000 30,000 
Total $52,200 $61,200 $84,000 $78,000 
Increase over staff’s TY (%)   

 
37.25% 27.45% 

   Source: Utility responses to Audit Report and staff data requests. 
 
In support of its salary requests, the Utility argued that the increases approved by the board of 
directors are both fair and reasonable, and based on what the city and other utility companies in 
the area are paying.15 Staff notes that Beaches’ board of directors is comprised of the President, 
the Vice-President, and their spouses. According to information provided by the Utility, the 
President works approximately 31.5 hours per week dealing with customer billing and mail. The 

                                                 
14Document No. 08522-16, filed October 28, 2016.  
15The Utility used salary information from Lighthouse Utilities Company, Inc. (a large Class B water utility) and St. 
Joe Natural Gas Company, Inc., which are both regulated by the Commission, see Document Nos. 08522, filed 
October 28, 2016, 09065, filed November 30, 2016, and 02928, filed September 3, 2017. 
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Vice-President works approximately 12.5 hours per week assisting the plant operator, monitoring 
the plant, and working with contractors.  
 
Staff believes that the Utility’s requested salaries, which represent a 27.45 percent increase over 
staff’s test year salaries, are unreasonable and have not been fully supported. The Utility’s 
primary reason for the increase in salaries is that they are low compared to other utilities in the 
area. While this does appear to be the case, the Utility is not comparing itself with similarly sized 
and staffed utilities, or utilities within the same industry. As such, staff does not believe the 
Utility’s customers should be burdened with such an unwarranted increase absent additional 
justification.  
 
Instead of accepting the Utility’s requested salary levels, staff believes it is more appropriate to 
use its revised test year amount of $61,200 for salaries. This amount reflects changes to salaries 
that the Utility instituted during the test year and appears reasonable given the fact that the 
Utility’s last rate case was approved in July 1987.16 Moreover, according to the Utility the 
President and Vice-President are responsible for everything from taking out the trash to fixing a 
stopped up air line. As such, staff recommends salaries and wages of $61,200.  
 
Staff made no increase to the amount of officer’s salaries and wages expense for directors’ fees 
of $2,000. The Utility’s board of directors now consists of four directors who meet twice a year. 
Beaches’ board of directors is currently comprised of the President, the Vice-President, and their 
spouses. Prior to March 1, 2016, the Utility had two board members that met twice a year and 
received $1,000 each annually. Staff believes it is excessive to have four directors for a small 
wastewater utility that has no full-time employees. As such, staff recommends directors’ fees for 
the President and Vice-President be held to $1,000 each annually, for a total of $2,000. 

Staff first reduced salaries included in the Utility’s general ledger by $81 ($58,274 - $58,193) to 
reflect the difference between what was booked versus what was supported. Next, staff reduced 
salaries by $3,993 to move payroll taxes to taxes other than income (TOTI). Then, staff increased 
salaries by $9,000 to reflect the increase to salaries discussed above. Staff’s net adjustment to 
salaries is an increase of $4,926 ($9,000 - $3,993 - $81). Staff also increased TOTI by $842 to 
reflect the appropriate amount of payroll taxes. Therefore, staff recommends salaries and wages 
– officers, directors, and majority stockholders expense of $63,200 ($58,274 + $4,926). 
 
Sludge Removal Expense (711) 
In the Staff Report, staff increased this account by $650 to reflect actual supporting 
documentation and the belief that the Utility conducted sludge removal once every other year. 
The Utility subsequently stated that sludge removal will need to be done at least four times per 
year. Beaches produced invoices reflecting a total of $1,950 for sludge removal that occurred 
during a nine month period between June 15, 2016, and March 1, 2017, and indicated to staff 
that this expense would be incurred again in May or June 2017. Based on support 
documentation, the average sludge removal expense would be $650 per quarter, or $2,600 ($650 
x 4) per year. Therefore, staff is recommending sludge removal expense of $2,600. 
 

                                                 
16The Commission has not approved an index or pass-through increase for the Utility since September 1998. 
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Purchased Power (715) 
The Utility recorded purchased power expense of $8,335. Commission audit staff determined 
that the purchased power expense was understated. Therefore, staff increased this expense by 
$260 to reflect the correct test year balances. Staff recommends purchased power expense of 
$8,595. 
 
Chemicals (718) 
The Utility recorded chemicals expense of $2,752. Beaches’ actual test year chemicals expenses 
was $2,752 therefore, no adjustments are necessary. Staff believes that the amount is appropriate 
and includes all required testing. Staff recommends chemicals expense for the test year of 
$2,752. 
 
Contractual Services – Billing (730) 
The Utility recorded contractual services – billing expense of $18,545. Audit staff decreased this 
account by $18,545, reallocating $5,000 to contractual services – accounting (732), $1,545 to 
contractual services – testing (735), and $12,000 to contractual services – other (736).  
 
Contractual Services – Accounting (732) 
Staff increased this account by $5,000 to reflect the reclassification from Account 730. Staff 
reviewed support documentation which included two invoices for $2,500 each, one in September 
2015, and another in May 2016. Each invoice reflected the preparation of Beaches’ corporate tax 
return. Because staff utilized a test year from July 1, 2015, through June 30, 2016, the cost 
associated with both returns was captured in the Utility’s test year. While staff believes that the 
Utility should be able to recover the cost associated with the annual preparation of its corporate 
tax return, the allowed recovery should include the expense of one return per year, not two. 
Therefore, staff removed the $2,500 duplicative cost associated with one of the returns and 
recommends accounting expense of $2,500. 
 
Contractual Services – Testing (735) 
Staff increased this account by $1,545 to reflect testing expense supported by actual 
documentation. This amount was reclassified from Account 730. Therefore, staff recommends 
testing expense of $1,545. 
 
Contractual Services - Other (736) 
Staff increased this account by $12,000 to reflect the appropriate amount of contractual services-
other expense supported by documentation. This amount was reclassified from Account 730 and 
represents the contractual services for the operator of the wastewater plant at $1,000 per month. 
In response to the Staff Report, the Utility included a revised contract for the plant operator 
which provides that as of July 15, 2017, the plant operator will be paid $1,100 per month 
($13,200 per year).17 Staff believes that increase is reasonable. Since the change is known and 
measurable and scheduled to go into effect just a few days after the Commission’s vote in this 
docket, staff believes the revised amount should be included in O&M expenses. Therefore, staff 
recommends contractor operator expense of $13,200. 

                                                 
17Document No. 02928-17, dated March 3, 2017. The filing also included a detailed division of responsibilities and 
duties for the plant operator. 
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The Utility also provided documentation showing costs related to Beaches’ WWTP permit 
renewal with the DEP. According to support documentation, the Utility paid a total of $2,000 for 
Engineering Solutions International to prepare and submit the permit renewal. This renewal takes 
place every five years. While the invoice was dated October 2014, which is outside the test year, 
staff believes the expense should be amortized and included here due to its recurring nature. As 
such, staff has included $400 ($2,000 / 5 yrs.) for DEP permit renewal. Therefore, staff 
recommends contractual services - other expense of $13,600 ($13,200 + $400). 
 
Rent Expense (740) 
The Utility recorded rent expense of $7,200. The Utility provided a copy of its lease in response 
to Staff’s First Data Request. The lease calls for $600 a month in rent, which includes insurance, 
repairs, utilities, and all furniture, computers, software, etc. This amount has not changed since 
2012, based on the Utility’s 2012-2015 Annual Reports. As such, staff made no adjustments. 
Therefore, staff recommends rent expense of $7,200. 
 
Transportation Expense (750) 
Beaches did not record transportation expense for the test year. As discussed in Insurance 
Expense (755) below, staff removed the entire amount related to vehicle insurance. However, 
staff believes that the Utility should be allowed to recover utility-related expenses associated 
with the vehicle added to UPIS in Issue 3. In its place, staff recommends using the Utility’s 
mileage estimates and IRS standard mileage rates to develop an appropriate amount of 
transportation expense.18 Staff believes that the Utility’s mileage estimate is reasonable based on 
normal operations. According to the IRS, the standard mileage rate for business includes the 
fixed and variable costs of operating a vehicle for business purposes. These costs would include 
standard maintenance, repairs, taxes, gas, insurance, and registration fees. As a result, staff 
increased transportation expense by $10,178 (19,025 miles x $0.535/per mile). 
 
Insurance Expense (755) 
The Utility recorded vehicle insurance expense of $5,856 for the test year. The recorded expense 
provided insurance coverage for three Utility vehicles. As discussed in Issue 3, staff recommends 
that transportation equipment costs be adjusted to include one vehicle for Utility operations. As 
such, staff removed the entire amount related to vehicle insurance here, but believes it has 
provided an appropriate alternate amount as part of its calculation of Transportation Expense 
(750), above. According to the IRS, the standard mileage rate for business includes the fixed and 
variable costs of operating a vehicle for business purposes, including vehicle insurance. As such, 
staff believes that insurance is accurately reflected as part of Transportation Expense (750) and 
removed $5,856 from insurance expense.  
 
In response to the Staff Report, the Utility provided a copy of its commercial general liability 
policy renewal with a premium of $2,335 per year.19 The premium associated with this general 
liability policy does not appear to have been previously included in the Utility’s insurance 
expense. As such, staff believes that $2,335 should be included in insurance expense. This 

                                                 
18The IRS standard mileage rate for business is 53.5 cents per mile for 2017. 
19Document No. 02928-17, filed March 3, 2017. 
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represents a net reduction of $3,521 (-$5,856 + $2,335). Therefore, staff recommends insurance 
expense of $2,335. 
 
Regulatory Commission Expense (765) 
The Utility did not record regulatory commission expense for the test year. The Utility is 
required by Rule 25-22.0407, F.A.C., to provide notices of the customer meeting and notices of 
final rates in this case to its customers. For noticing, staff estimated $300 for postage expense, 
$214 for printing expense, and $31 for envelopes. This results in $545 for the Phase I noticing 
requirement. Staff also estimated $150 for postage expense, $61 for printing expense, and $15 
for envelopes for the Phase II notice. This results in $226 for the Phase II noticing requirement. 
The Utility also paid a $1,000 rate case filing fee. In response to a staff data request, the Utility 
notified staff that it had spent $319 to obtain water usage information from the municipal water 
system.20 Staff believes that since the cost was incurred as a result of a staff request, the Utility 
should be allowed to recover it here. Based on the above, staff recommends total rate case 
expense of $2,090 ($545 + $226 + $1,000 + $319), which amortized over four years is $523. 
Therefore, staff recommends regulatory commission expense of $523. 
 
Bad Debt Expense (770) 
Beaches recorded bad debt expense of $2,971 for the test year. This amount reflects the actual 
bad debt expense per the Utility’s records. Staff believes the Utility’s recorded bad debt expense 
is reasonable and representative of the Utility’s bad debt expense going forward. Staff made no 
adjustments to bad debt expense. Therefore, staff recommends bad debt expense of $2,971.  
 
Miscellaneous Expense (775) 
The Utility recorded miscellaneous expense of $27,928. Staff recommends the following 
adjustments to miscellaneous expense: 
 
 

Table 6-2 
Adjustments Made to Miscellaneous Expense 

 Adjustment Description Amount 
1. To reflect appropriate test year cell phone expense. ($136) 
2. To remove meals with association representative. (98) 
3. To reflect appropriate test year postage expense. 41 
4. To remove plant items that were incorrectly expensed. (Issue 3) (7,457) 
5. To remove duplicate phone bill. (48) 
6. To remove water bill late fees.  (20) 
7. To remove gift card purchase. (200) 
 Total ($7,918) 

Source: Utility records, Audit Response, responses to staff data requests, and Audit Control No. 
16-222-1-1. 
 

                                                 
20Document No. 00104-17, filed  January 4, 2017.  
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During this docket, the Utility also requested the following pro forma expense items that were 
not included in the miscellaneous expense adjustments listed above: 
 
 

Table 6-3 
Pro Forma Expense Items 

 Description Amount 
1. Landscaping to address customer complaints regarding the plant and ponds. $2,500 
2. Clear the ponds of vegetation, add sand. $5,800 
3. Sand and grit removal from the wastewater treatment plant. $19,010 
 Total $27,310 

Source: Responses to staff data requests. 
 
 
These items are addressed in additional detail as part of the Phase II discussion in Issue 16. As 
such, staff’s total adjustments decrease this account by $7,918. Therefore, staff recommends 
miscellaneous expense of $20,010 ($27,928 - $7,918). 
 
Operation and Maintenance Expenses Summary 
Based on the above adjustments, staff recommends that the O&M expense balance is $138,009. 
Staff’s recommended adjustments to O&M expense are shown on Schedule Nos. 3-A through 3-
C. 
 
Depreciation Expense (Net of Amortization of CIAC)  
The Utility's records reflect test year depreciation of $7,306 and CIAC amortization of $6,407, 
for a net depreciation expense of $899 ($7,306 - $6,407). Audit staff recalculated depreciation 
expense using the prescribed rates set forth in Rule 25-30.140, F.A.C. Staff decreased 
depreciation expense by $3,404 to reflect the appropriate depreciation expense. Staff included 
depreciation expense for the plant repair that is being capitalized as addressed in Issue 3; this 
adjustment results in an increase in depreciation expense of $88. Staff also calculated 
depreciation expense of $109 for the additional plant the Utility has requested and $6,901 for the 
new Utility vehicle, also addressed in Issue 3. In addition, staff decreased depreciation expense 
by $385 to reflect the non-U&U portion of the test year depreciation expense. This results in 
additional depreciation expense of $10,615 ($7,306 - $3,404 + $88 + $109 + $6,901 - $385). 
Beaches recorded amortization of CIAC expense as $6,407 during the test year. Audit staff also 
recalculated amortization of CIAC expense and increased this account by $6,403 to reflect the 
appropriate amount of this expense during the test year. This results in CIAC amortization of 
$12,810 ($6,407 + $6,403).  
 
Staff’s adjustments result in negative net depreciation expense of $2,195 ($10,615 - $12,810). As 
in cases where negative rate base is adjusted to zero, the Commission has previously adjusted 
test year depreciation expense to zero.21 Therefore, staff increased wastewater depreciation 

                                                 
21See e.g; Order No. PSC-07-0865-PAA-SU, issued October 29, 2007, in Docket No. 060285-SU, In re: Application 
for increase in wastewater rates in Charlotte County by Utilities, Inc. of Sandalhaven. 
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expense by $2,195 to set the resulting negative net depreciation expense to zero. Therefore, staff 
recommends net depreciation expense of zero for wastewater. 
 
Taxes Other Than Income (TOTI) 
Beaches recorded taxes other than income (TOTI) of $13,284 for the test year. Staff recommends 
the following adjustments to TOTI: 

Table 6-4 
Adjustments Made to TOTI 

 Adjustment Description Amount 
1. To reflect appropriate test year RAFs. ($100) 
2. To reflect appropriate test year property tax. (2,242) 
3. To reflect actual test year filing fees. (150) 
4. To reclassify payroll taxes from Acct. 703. 3,993 
5. To reflect additional payroll taxes from salary increase. 842 
6. To reflect property tax associated with plant reclassified from Acct. 775.  26 
7. To reflect property tax associated with pro forma plant. 41 
 Total $2,411 
Source: Utility records, Audit Response, responses to staff data requests, and Audit Control No. 
16-222-1-1 
Staff’s total adjustment to test year TOTI is an increase of $2,411. 
 
In addition, as discussed in Issue 8, revenues have been increased by $33,976 to reflect the 
change in revenue required to cover expenses and allow the recommended rate of return. As a 
result, TOTI should be increased by $1,529 to reflect RAFs of 4.5 percent of the change in 
revenues. Therefore, staff recommends TOTI of $17,223. 
 
Operating Expenses Summary 
The application of staff’s recommended adjustments to Beaches’ test year operating expenses 
results in operating expenses of $155,232. Operating expenses are shown on Schedule Nos. 3-A. 
The related adjustments are shown on Schedule Nos. 3-B and 3-C. 

.
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Issue 7:  Should the Commission utilize the operating ratio methodology as an alternative 
method of calculating the wastewater revenue requirement for Beaches Sewer Systems, Inc., and, 
if so, what is the appropriate margin? 

Recommendation: Yes. The Commission should utilize the operating ratio methodology for 
calculating the revenue requirement for Beaches. The margin should be 7.25 percent of O&M 
expense. (Brown) 

Staff Analysis: Section 367.0814(9), F.S., provides that the Commission may, by rule, 
establish standards and procedures for setting rates and charges of small utilities using criteria 
other than those set forth in Sections 367.081(1), (2)(a), and (3), F.S. Rule 25-30.456, F.A.C., 
provides an alternative to a staff-assisted rate case as described in Rule 25-30.455, F.A.C. As an 
alternative, utilities with total gross annual operating revenue of less than $275,000 per system 
may petition the Commission for staff assistance using alternative rate setting.  

Beaches did not petition the Commission for alternative rate setting under the aforementioned 
rule, but staff believes the Commission should employ the operating ratio methodology to set 
rates in this case. The operating ratio methodology is an alternative to the traditional calculation 
of revenue requirements. Under this methodology, instead of applying a return on the Utility's 
rate base, the revenue requirement is based on Beaches’ O&M expenses plus a margin. This 
methodology has been applied in cases in which the traditional calculation of the revenue 
requirement would not provide sufficient revenue to protect against potential variances in 
revenues and expenses. 
 
By Order No. PSC-96-0357-FOF-WU,22 the Commission, for the first time, utilized the 
operating ratio methodology as an alternative means for setting rates. This order also established 
criteria to determine the use of the operating ratio methodology and a guideline margin of 10 
percent of O&M expense. This criterion was applied again in Order No. PSC-97-0130-FOF-
SU.23 Recently, the Commission approved the operating ratio methodology for setting rates in 
Order No. PSC-17-0144-PAA-WU.24  
 
By Order No. PSC-96-0357-FOF-WU, the Commission established criteria to determine whether 
to utilize the operating ratio methodology for those utilities with low or non-existent rate base. 
The qualifying criteria established by Order No. PSC-96-0357-FOF-WU and how they apply to 
the Utility are discussed below: 
 
 
 
 

                                                 
22Order No. PSC-96-0357-FOF-WU, issued March 13, 1996, in Docket No. 950641-WU, In re: Application for 
staff-assisted rate case in Palm Beach County by Lake Osborne Utilities Company, Inc. 
23Order No. PSC-97-0130-FOF-SU, issued February 10, 1997, in Docket No. 960561-SU, In re: Application for 
staff-assisted rate case in Citrus County by Indian Springs Utilities, Inc. 
24Order No. PSC-17-0144-PAA-WU, issued April 27, 2017, in Docket No. 160143-WU, In re: Application for staff-
assisted rate case in Hardee County by Charlie Creek Utilities, LLC. 
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1) Whether the Utility's O&M expense exceeds rate base. The operating ratio method 
substitutes O&M expense for rate base in calculating the amount of return. A utility 
generally would not benefit from the operating ratio method if rate base exceeds O&M 
expense. In the instant case, rate base is less than the level of O&M expense. The Utility's 
primary risk resides with covering its operating expense. Based on staff’s 
recommendation, the adjusted wastewater rate base for the test year is $72,658, while 
adjusted O&M expenses are $138,009. 
 

2) Whether the Utility is expected to become a Class B utility in the foreseeable future. 
Pursuant to Section 367.0814(9), F.S., the alternative form of regulation being considered 
in this case only applies to small utilities. Beaches is a Class C utility and the 
recommended revenue requirement of $165,232 is below the threshold level for Class B 
status. The Utility's service area has not had any significant growth in the last five years. 
Therefore, it appears the Utility will not become a Class B utility in the foreseeable 
future. 

 
3)  Quality of service and condition of plant. As discussed in Issue 1, the quality of service 

should be considered satisfactory. 
 

4) Whether the Utility is developer-owned. The current utility owner is not a developer. 
 

5) Whether the Utility operates treatment facilities or is simply a distribution and/or 
collection system. The issue is whether or not purchased water and/or wastewater costs 
should be excluded in the computation of the operating margin. Beaches operates a 
wastewater treatment plant. 

 
Based on staff’s review of the Utility’s situation relative to the above criteria, staff recommends 
that Beaches is a viable candidate for the operating ratio methodology. 
 
By Order Nos. PSC-96-0357-FOF-WS and PSC-97-0130-FOF-WU, the Commission determined 
that a margin of 10 percent shall be used unless unique circumstances justify the use of a greater 
or lesser margin. The important question is not what the return percentage should be, but what 
level of operating margin will allow the Utility to provide safe and reliable service and remain a 
viable entity. The answer to this question requires a great deal of judgment based upon the 
particular circumstances of the Utility. 
 
Several factors must be considered in determining the reasonableness of a margin. First, the 
margin must provide sufficient revenue for the Utility to cover its interest expense. Beaches 
interest expense is not a concern in this case. 
 
Second, the operating ratio method recognizes that a major issue for small utilities is cash flow; 
therefore, the operating ratio method focuses more on cash flow than on investment. In the 
instant case, the Utility's primary risk resides with covering its operating expense. A traditional 
calculation of the revenue requirement may not provide sufficient revenue to protect against 
potential variances in revenues and expenses. Under the rate base methodology, the return to 



Docket No. 160165-SU  Issue 7 
Date: June 29, 2017 

-22- 
 

Beaches would be $3,882. Staff does not believe this would provide the necessary financial 
cushion to successfully operate this Utility. 
 
Third, if the return on rate base method was applied, a normal return would generate such a small 
level of revenue that in the event revenues or expenses vary from staff’s estimates, Beaches 
could be left with insufficient funds to cover operating expenses. Therefore, the margin should 
provide adequate revenue to protect against potential variability in revenues and expenses. If the 
Utility's operating expenses increase or revenues decrease, Beaches may not have the funds 
required for day-to-day operations. Using a 10 percent margin in this docket produces an 
operating margin of $13,801, which is above the suggested cap of $10,000. As such, staff 
recommends a 7.25 percent margin in this case, resulting in a $10,000 operating margin. 
 
In conclusion, staff believes the above factors show that the Utility needs a higher margin of 
revenue over operating expenses than the traditional return on rate base method would allow. 
Therefore, in order to provide Beaches with adequate cash flow to provide some assurance of 
safe and reliable service, staff recommends application of the operating ratio methodology at a 
margin of 7.25 percent of O&M expense for determining the revenue requirements. 
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Issue 8:  What is the appropriate revenue requirement? 

Recommendation: The appropriate revenue requirement is $165,232 resulting in an annual 
increase of $33,976 (25.89 percent). (Brown) 

Staff Analysis: Beaches should be allowed an annual increase of $33,976 (25.89 percent). This 
will allow the Utility the opportunity to recover its expenses as well as a 7.25 percent margin on 
O&M expenses for its water systems. The calculations are shown below in Table 8-1. 

 
Table 8-1 

Wastewater Revenue Requirement 
Adjusted O&M Expense $138,009 

Operating Margin (%) 7.25% 

Operating Margin ($10,000 Cap) $10,000 

Adjusted O&M Expense 138,009 

Depreciation Expense (Net) 0 

Taxes Other Than Income 15,695 

Test Year RAFs 1,529 

Revenue Requirement $165,232 

Less Adjusted Test Year Revenues 131,256 

Annual Increase $33,976 

Percent Increase 25.89% 
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Issue 9:  What is the appropriate rate structure and rate for Beaches Sewer Systems, Inc.? 

Recommendation:   Staff recommends a monthly flat rate for residential and general 
wastewater service of $40.26 per month as shown on Schedule No. 4. The Utility should file 
revised tariff sheets and a proposed customer notice to reflect the Commission-approved rates. 
The approved rates should be effective for service rendered or connections made on or after the 
stamped approval date on the tariff sheets provided customers have received notice pursuant to 
Rule 25-30.475, F.A.C. The Utility should provide proof of noticing within 10 days of rendering 
its approved notice. (Friedrich) 

Staff Analysis:  Beaches is located in Gulf County and currently provides wastewater service 
to approximately 316 residential and 4 general service customers. The Utility’s current rate 
structure for residential and general service customers consists of a monthly flat rate of $32.20. 
The customers served by this Utility receive their water from the City of Port St. Joe. Staff asked 
the Utility for water data in order to evaluate the Utility’s current rate structure and possible 
alternatives. The Utility provided one month of water data of its customers. However, the Utility 
expressed that there would be additional costs incurred for obtaining water usage data from the 
city to bill for wastewater. Therefore, staff does not believe it would be cost effective to bill 
based on the metered water usage and believes maintaining the Utility’s current flat rate structure 
is appropriate. As a result, the recommended increase, excluding miscellaneous revenues, should 
be applied across the board to the existing monthly flat rate. The appropriate miscellaneous 
revenues to exclude should reflect the incremental increase in the Utility’s miscellaneous service 
and late payment charges. Staff’s calculation is shown below in Table 9-1. 

Table 9-1 
Percentage Service Rate Increase 

1. Total Test Year Revenues $131,256 
2. Less: Test Year Miscellaneous Revenues $2,160 
3. Test Year Revenues from Service Rates $129,096 
4. Revenue Increase $33,976 
5. Less: Incremental Increase in Miscellaneous Revenues $1,660 
6. Adjusted Revenue Increase $32,316 
7. Percentage Service Rate Increase (Line 6/ Line 3) 25.03% 
 
 
Based on the above, staff recommends a monthly flat rate for residential and general service 
wastewater customers of $40.26 per month as shown on Schedule No. 4. The Utility should file 
revised tariff sheets and a proposed customer notice to reflect the Commission-approved rates. 
The approved rates should be effective for service rendered or connections made on or after the 
stamped approval date on the tariff sheets provided customers have received notice pursuant to 
Rule 25-30.475, F.A.C. The Utility should provide proof of noticing within 10 days of rendering 
its approved notice. 
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Issue 10:  What are the appropriate miscellaneous service charges for Beaches Sewer Systems, 
Inc.? 

Recommendation:   The miscellaneous service charges identified in Table 10-4 are 
appropriate and should be approved. The Utility should file revised tariff sheets and a proposed 
customer notice to reflect the Commission-approved miscellaneous service charges. The 
approved charges should be effective for service rendered or connections made on or after the 
stamped approval date on the tariff sheets provided customers have received notice pursuant to 
Rule 25-30.475, F.A.C. The Utility should provide proof of noticing within 10 days of rendering 
its approved notice. (Friedrich)  

Staff Analysis:  The Utility’s current miscellaneous service charges are shown in Table 10-4. 
The Utility is requesting updated miscellaneous service charges to reflect current costs. Section 
367.091, F.S., authorizes the Commission to change miscellaneous service charges. Staff’s 
recommended miscellaneous service charges reflect the hourly salaries of the administrative and 
field employees and the average distance traveled by the field employee to administer 
miscellaneous services during normal and after hours. The after hours transportation cost is less 
than the cost during normal business hours because the residence of the field employee is closer 
to the Utility’s service territory than the Utility’s office. This is reflected in Tables 10-1, 10-2, 
and 10-3 in staff’s transportation calculations. Staff’s recommended miscellaneous service 
charges are rounded to the nearest ten cents and are summarized in Table 10-4. 

 
Initial Connection Charge 
The initial connection charge is levied for service initiation at a location where service did not 
exist previously. A Beaches’ representative makes one round trip when performing the service of 
an initial connection. Based on labor and transportation to and from the customer’s property, 
staff recommends initial connection charges of $25.70 for normal hours and $27.70 for after 
hours. Staff’s calculation is shown below in Table 10-1. 
 

Table 10-1 
Initial Connection Charge Calculation 

Activity 
Normal 

Hours Cost Activity 
After  

Hours Cost 
Administrative Labor 
$22.66/hr x1/4hr 

 
$5.67 

Administrative Labor 
$22.66/hr x1/4hr 

 
$5.67 

Field Labor 
$31.64/hr x 1/3hr 

 
$10.55 

Field Labor 
$47.46/hr x 1/3hr 

 
$15.82 

Transportation  
$0.535/mile x 17.6 miles-to/from 

 
$9.42 

Transportation  
$0.535/mile x 11.6 miles-to/from 

 
$6.21 

Total $25.64 Total $27.70 
Source: Utility’s cost justification documentation.  
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Normal Reconnection Charge 
A normal reconnection charge is levied for the transfer of service to a new customer account at a 
previously served location, or reconnection of service subsequent to a customer requested 
disconnection. A normal reconnection requires two trips which includes one to turn service off 
and the other to turn service on. 
 
Based on labor and transportation to and from the customer’s property or premises, staff 
recommends that the normal reconnection charge should be $46.00 for normal hours and $47.50 
for after hours. Staff’s calculations are shown below in Table 10-2. 
 

Table 10-2 
Normal Reconnection Charge Calculation 

Activity 
Normal 

Hours Cost Activity 
After 

 Hours Cost 
Administrative Labor 
$22.66/hr x1/4hr x 2 

 
$11.33 

Administrative Labor 
$22.66/hr x1/4hr x 2 

 
$11.33 

Field Labor 
$31.64/hr x 1/4hr x 2 

 
$15.82 

Field Labor 
$47.46/hr x 1/4hr x 2 

 
$23.73 

Transportation  
$0.535/mile x 17.6 miles-to/from x 2 

 
$18.83 

Transportation  
$0.535/mile x 11.6 miles-to/from x 2 

 
$12.41 

Total $45.98 Total $47.47 

Source: Utility’s cost justification documentation 
 
 
Violation Reconnection Charge 
The violation reconnection charge is levied prior to reconnection of an existing customer after 
discontinuance of service for cause according to Rule 25-30.460(1)(c), F.A.C., including a 
delinquency in bill payment. Violation reconnection charges are at the tariffed rate for water and 
actual cost for wastewater. Therefore, staff recommends this charge should remain at the 
Utility’s actual cost to administer and process a violation reconnection. 
 
Premises Visit Charge 
The premises visit charge is levied when a service representative visits the premises at the 
customer’s request for complaint resolution and the problem is found to be the customer’s 
responsibility. In addition, the premises visit charge can be levied when a service representative 
visits a premises for the purpose of discontinuing service for nonpayment of a due and collectible 
bill and does not discontinue service because the customer pays the service representative or 
otherwise makes satisfactory arrangements to pay the bill. A premises visit requires one round 
trip. 
 
Based on labor and transportation to and from the customer’s premises, staff recommends 
premises visit charges of $25.70 for normal hours and $27.70 for after hours. Staff’s calculations 
are shown in Table 10-3.          
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Table 10-3 
Premises Visit Charge Calculation 

Activity 
Normal 

Hours Cost Activity 
After 

Hours Cost 
Administrative Labor 
$22.66/hr x1/4hr 

 
$5.67 

Administrative Labor 
$22.66/hr x1/4hr 

 
$5.67 

Field Labor 
$31.64/hr x 1/3 hr 

 
$10.55 

Field Labor 
$47.46/hr x 1/3 hr 

 
$15.82 

Transportation  
$0.535/mile x 17.6 miles-to/from 

 
$9.42 

Transportation  
$0.535/mile x 11.6 miles-to/from 

 
$6.21 

Total $25.64 Total $27.70 
Source: Utility’s cost justification documentation. 
 
 
The Utility’s current and staff’s recommended miscellaneous service charges are shown below in 
Table 10-4. 
 

Table 10-4 
Miscellaneous Service Charges 

 

Current Staff Recommended 
Normal and After 

Hours 
During 
Hours 

After 
 Hours 

Initial Connection Charge $15.00 $25.70  $27.70  
Normal Reconnection Charge $15.00 $46.00  $47.50 
Violation Reconnection Charge Actual Cost Actual Cost 
Premises Visit  Charge $10.00 $25.70 $27.70  

 
 
Conclusion 
Based on the above, the recommended miscellaneous service charges identified in Table 10-4 are 
appropriate and should be approved. The Utility should file revised tariff sheets and a proposed 
customer notice to reflect the Commission-approved miscellaneous service charges. The 
approved charges should be effective for service rendered or connections made on or after the 
stamped approval date on the tariff sheets provided customers have received notice pursuant to 
Rule 25-30.475, F.A.C. The Utility should provide proof of noticing within 10 days of rendering 
its approved notice.
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Issue 11:   Should Beaches Sewer Systems, Inc. be authorized to collect Non-Sufficient Funds 
Charges (NSF)?  

Recommendation:  Yes. Beaches should be authorized to collect NSF charges. The Utility 
should file revised tariff sheets and a proposed customer notice to reflect the Commission-
approved NSF charges. The approved charges should be effective for service rendered on or after 
the stamped approval date on the tariff sheets provided customers have received notice pursuant 
to Rule 25-30.475, F.A.C. The Utility should provide proof of noticing within 10 days of 
rendering its approved notice. (Friedrich)  

Staff Analysis:  Section 367.091, F.S., authorizes the Commission to approve NSF charges. 
Staff believes that Beaches should be authorized to collect NSF charges consistent with Section 
68.065, F.S., which allows for the assessment of charges for the collection of worthless checks, 
drafts, or orders of payment. As currently set forth in Section 68.065(2), F.S., the following NSF 
charges may be assessed: 

1) $25, if the face value does not exceed $50.   
2) $30, if the face value exceeds $50 but does not exceed $300. 
3) $40, if the face value exceeds $300. 
4) or five percent of the face amount of the check, whichever is greater.  

 
Approval of NSF charges is consistent with prior Commission decisions.25 Furthermore, NSF 
charges place the cost on the cost-causer, rather than requiring that the costs associated with the 
return of the NSF checks to be spread across the general body of ratepayers. As such, Beaches 
should be authorized to collect NSF charges. The Utility should file revised tariff sheets and a 
proposed customer notice to reflect the Commission-approved NSF charges. The approved 
charges should be effective for service rendered on or after the stamped approval date on the 
tariff sheets provided customers have received notice pursuant to Rule 25-30.475, F.A.C. The 
Utility should provide proof of noticing within 10 days of rendering its approved notice. 

                                                 
25Order Nos. PSC-14-0198-TRF-SU, issued May 2, 2014, in Docket No. 140030-SU, In re: Request for approval to 
amend Miscellaneous Service charges to include all NSF charges by Environmental Protection Systems of Pine 
Island, Inc.; and PSC-13-0646-PAA-WU, issued December 5, 2013, in Docket No. 130025-WU, In re: Application 
for increase in water rates in Highlands County by Placid Lakes Utilities, Inc. 
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Issue 12:  What is the appropriate late payment charge to be implemented by Beaches Sewer 
Systems, Inc.? 

Recommendation:  The appropriate late payment charge to be implemented by Beaches 
should be $5.43. The Utility should file revised tariff sheets and a proposed customer notice to 
reflect the Commission-approved late payment charge. The approved charge should be effective 
for service rendered on or after the stamped approval date on the tariff sheets provided customers 
have received notice pursuant to Rule 25-30.475, F.A.C. The Utility should provide proof of 
noticing within 10 days of rendering its approved notice. (Friedrich)  

Staff Analysis:  The Utility requested a $5.41 late payment charge to recover the cost of 
supplies and labor associated with processing late payment notices. The Utility’s request for a 
late payment charge was accompanied by its reason for requesting the charge, as well as the cost 
justification required by Section 367.091, F.S. Beaches’ labor cost of $4.83 accounts for the 
office personnel time to review and process a delinquent account. The provided justification by 
Beaches also included costs for supplies and postage for printing and sending out late payment 
notices. The Utility requested recovery of $0.47 for postage, but staff recommends the Utility 
recover the full cost of a postage stamp, which is $0.49. The cost basis for the late payment 
charge is shown below in Table 12-1. 
 

Table 12-1 
Late Payment Charge Cost Justification 

Activity Cost 
Labor $4.83 
Supplies 0.11  
Postage 0.49  
Total Cost $5.43 

Source: Utility’s cost justification documentation. 
 
 

Since the 1990s, the Commission has approved late payment charges ranging from $2.00 to 
$7.15.26 The purpose of this charge is to provide an incentive for customers to make timely 
payments and to place the cost burden of processing delinquent accounts solely upon those who 
are cost causers. 
 
Based on the above, the appropriate late payment charge to be implemented by Beaches should 
be $5.43. The Utility should file revised tariff sheets and a proposed customer notice to reflect 
the Commission-approved late payment charge. The approved charge should be effective for 
service rendered on or after the stamped approval date on the tariff sheets provided customers 
have received notice pursuant to Rule 25-30.475, F.A.C. The Utility should provide proof of 
noticing within 10 days of rendering its approved notice. 

                                                 
26Order Nos. PSC-17-0092-PAA-WU, in Docket No. 160144-WU, dated March 13, 2017, In Re: Application for 
transfer of Certificate No. 288-W in Pasco County from Orangeland Water Supply to Orange Land Utilities, LLC; 
PSC-17-0091-FOF-SU, in Docket No. 150071-SU, dated March 13, 2017, In Re: Application for increase in 
wastewater rates in Monroe County by K W Resort Utilities Corp.  
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Issue 13:   Should Beaches Sewer System’s existing service availability charges be revised, and 
if so, what are the appropriate charges? 

Recommendation:   Yes. Beaches’ existing wastewater service availability charges should be 
revised in part. A main extension charge of $373 per ERC should be approved. The 
recommended service availability charge should be based on an estimated 240 gallons per day of 
treated wastewater. The Utility’s existing customer connection and plant capacity charges should 
be continued. The Utility should file revised tariff sheets and a proposed customer notice. 
Beaches should provide notice to property owners who have requested service 12 months prior to 
the month the application was filed to the present. The approved charges should be effective for 
connections made on or after the stamped approval date on the tariff sheets. The Utility should 
provide proof of noticing within 10 days of rendering its approved notice. (Friedrich)  

Staff Analysis:  Beaches’ current service availability charges, which were approved in 1988, 
include a customer connection charge of $100, a main extension charge of $100, and a plant 
capacity charge of $300. If a customer connects in an area where the line was constructed by the 
developer and donated to the Utility, the customer is not required to pay the main extension 
charge.  
 
Rule 25-30.580, F.A.C., establishes guidelines for designing a Utility’s service availability 
charges. Pursuant to the rule, the maximum amount of contributions-in-aid-of construction 
(CIAC), net of amortization, should not exceed 75 percent of the total original cost, net of 
accumulated depreciation, of the Utility’s facilities and plant when the facilities and plant are at 
their designed capacity. The minimum amount of CIAC should not be less than the percentage of 
such facilities and plant that is represented by the sewage collection systems.  
 
A customer connection charge is designed to recover the cost of installing a connection from the 
Utility’s wastewater line to a customer’s property. Staff recommends no change to the Utility’s 
existing customer connection charge.  
 
However, staff believes the Utility’s existing main extension charge should be revised to reflect 
the average historical cost of the existing sewage collection system. The cost of the sewage 
collection system is $151,242 and the lines have a design capacity of 405 ERCs. Therefore, staff 
recommends a main extension charge of $373. This charge is consistent with the guidelines in 
Rule 25-30.580, F.A.C., which provide that, at a minimum, the cost of the Utility’s lines should 
be contributed.  
 
As previously discussed, the Utility receives guaranteed revenues from approximately 45 
property owners. Consistent with prior Commission decisions, a developer or property owner 
who pays guaranteed revenues is not required to pay additional service availability charges if 
there is an increase prior to the date of connection.27 Therefore, upon connection, those property 
owners who have paid guaranteed revenues will not be required to pay the incremental increase 
in the main extension charge. 

                                                 
27Order No. 16625, in Docket No. 861171-WS, dated September 23, 1986, In Re: Petition of Edward L. Keohane for 
Declaratory Statement 
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The Utility’s current contribution level is approximately 24 percent and Beaches is 
approximately 90 percent built out. Staff does not recommend any change to the Utility’s 
existing plant capacity charge because the current charge reflects the average cost per ERC of the 
Utility’s treatment facilities. Although these charges are unlikely to result in a significant 
increase in the Utility’s overall contribution level, staff does not recommend requiring future 
connections to pay more than their fair share of the cost of the Utility’s investment in its 
treatment facilities. The Utility’s existing and staff’s recommended service availability charges 
are shown below in Table 13-1. 

Table 13-1 
Service Availability Charges 

Charge Type Current Staff Recommended 
Customer Connection (Tap-in) Charge $100.00 $100.00 
Main Extension Charge $100.00 $373.00 
Plant Capacity Charge $300.00 $300.00 

 

Based on the above, Beaches’ existing wastewater service availability charges should be revised 
in part. A main extension charge of $373 per ERC should be approved. The recommended 
service availability charge should be based on an estimated 240 gallons per day of treated 
wastewater. The Utility’s existing customer connection and plant capacity charges should be 
continued. The Utility should file revised tariff sheets and a proposed customer notice. Beaches 
should provide notice to property owners who have requested service 12 months prior to the 
month the application was filed to the present. The approved charges should be effective for 
connections made on or after the stamped approval date on the tariff sheets. The Utility should 
provide proof of noticing within 10 days of rendering its approved notice. 
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Issue 14:  Should Beaches Sewer System’s guaranteed revenue charge be revised? 

Recommendation:  Yes. Beaches’ guaranteed revenue charge should be revised. Staff’s 
recommended guaranteed revenue charge is $11.03 per ERC. The Utility should file revised 
tariff sheets and a proposed customer notice. Beaches should provide notice to property owners 
who have requested service 12 months prior to the month the application was filed to the present, 
as well as all property owners currently paying the guaranteed revenue charge. The approved 
charge should be effective on or after the stamped approval date on the tariff sheets. The Utility 
should provide proof of noticing within 10 days of rendering its approved notice. (Friedrich)  

Staff Analysis:  Beaches’ current guaranteed revenue charge of $8.82 per ERC was approved 
in 1988.28 Pursuant to Rule 25-30.515(9), F.A.C., the guaranteed revenue charge is designed to 
cover the Utility’s costs including, but not limited to the cost of operation, maintenance, 
depreciation, and any taxes, and to provide reasonable return to the Utility for facilities, a portion 
of which may not be used and useful to the Utility of existing customers. This charge is designed 
to help the Utility recover a portion of its cost from the time capacity is reserved until a customer 
begins to pay monthly service charges. In addition, the Utility should only begin to collect the 
guaranteed revenue charge upon the payment of the applicable service availability charges. The 
Commission has found that a guaranteed revenue charge locks in the amount of service 
availability charges notwithstanding a Commission approved change in service availability 
charges prior to the time of connection. 29  
 
In the past, the Commission has, on occassion, based guaranteed revenue charges on the Utility’s 
approved base facility charge to reflect the fixed costs associated with the reserved capacity.30 
However, Beaches bills customers a monthly flat rate for wastewater service; therefore, staff 
believes it is appropriate to apply the recommended revenue increase of 25.03 percent, as 
calculated in Issue 9 across the board to the Utility’s existing guaranteed revenue charge.  
 
Based on the above, Beaches’ guaranteed revenue charge should be revised. Staff’s 
recommended guaranteed revenue charge is $11.03 per ERC. The Utility should file revised 
tariff sheets and a proposed customer notice. Beaches should provide notice to property owners 
who have requested service 12 months prior to the month the application was filed to the present, 
as well as all property owners currently paying the guaranteed revenue charge. The approved 
charge should be effective on or after the stamped approval date on the tariff sheets. The Utility 
should provide proof of noticing within 10 days of rendering its approved notice. 

                                                 
28Order No. 19435, in Docket No. 880596-SU, dated June 6, 1988, In Re: Request for approval of a special service 
availability contract between Gulf Aire Properties, Inc. d/b/a Gulf Aire Wastewater Treatment Plant, and C.M. 
Parker and Cecil G. Costin, Jr. in Gulf County. 
29Order No. 16625, in Docket No. 861171-WS, dated September 23, 1986, In Re: Petition of Edward L. Keohane for 
Declaratory Statement. 
30Order No. PSC-99-0513-FOF-WS, in Docket No. 980214-WS, dated March 12, 1999, In Re: Application for rate 
increase in Duval, St. Johns and Nassau Counties by United Water Florida Inc. 
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Issue 15:  Should the Utility be required to discontinue the collection of Allowance for Funds 
Prudently Invested (AFPI) for the collection system? 

Recommendation: Yes. Staff recommends that the Utility should be required to discontinue 
the collection of AFPI charges for the collection system and the tariff for AFPI should be 
canceled. (Friedrich)  

Staff Analysis:  Pursuant to Rule 25-30.434, F.A.C., AFPI is a mechanism which allows a 
Utility the opportunity to earn a fair rate of return on prudently constructed plant held for future 
use from the future customers to be served by that plant in the form of a charge paid by those 
customers. Further, the Rule prescribes that the Utility can continue to collect AFPI until all 
projected ERCs included in the calculation of the charge have been added. Beaches’ AFPI 
charges for the collection system were approved on December 26, 1989. The Utility was 
authorized to collect the charge from 185 additional ERCs.  

At the time the charges were approved the Utility was serving approximately 120 customers. 
Currently, the Utility serves approximately 320 customers; therefore, it appears that the 
additional 185 ERCs have connected to the Utility. Based on the above, staff recommends that 
the Utility should be required to discontinue the collection of AFPI charges for the collection 
system and the tariff for AFPI should be canceled. 
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Issue 16:  Should the Commission approve a Phase II increase for pro forma items for Beaches 
Sewer Systems, Inc.? 

Recommendation:  No. Staff believes that a final decision on the amount of the Phase II 
revenue requirement and rates should be made after the Utility has completed the Phase II pro 
forma projects and the costs have been evaluated. The Utility should complete the pro forma 
items within 12 months of the issuance of the consummating order. After this period, the Utility 
should be required to submit within 60 days a copy of the final invoices and cancelled checks for 
all Phase II pro forma plant and O&M items to staff. If the Utility encounters any unforeseen 
events that will impede the completion of the pro forma items, the Utility should immediately 
notify the Commission in writing. Once the required information has been submitted by the 
Utility and evaluated by staff, a recommendation regarding the appropriate amount of the Phase 
II revenue requirement and rates should be considered by the Commission. (Brown, Matthews) 

Staff Analysis: The Utility requested recognition of several pro forma plant items in the instant 
case which totaled $130,092. Staff identified three pro forma items, totaling $27,390, which 
should be reclassified as pro forma expense. Staff’s preliminary adjustments are reflected in 
Table 16-1. The remaining $102,702 ($130,092 - $19,010 - $5,880 - $2,500) in pro forma plant 
items, and any preliminary staff adjustments to those items, are also reflected in Table 16-1 
below. The Utility anticipates that all pro forma projects listed below will be completed no later 
than July 30, 2018.31 

Table 16-1 
Pro Forma Items  

Description 
Per 

Utility 
Staff 

Recom. 
Staff 
Adj. 

Reason for 
Staff Adjustment 

Pro Forma O&M     
Landscaping  $2,500 $0 ($2,500) No bid provided. 
Clear Ponds of Vegetation 5,880 4,152 (1,728) Reduced hourly rate included in bid. 
Sand and Grit Removal  19,010 19,010 0  
    Total Pro Forma O&M $27,390 $23,162 ($4,228)  

Pro Forma Plant     
Purchase of Portable Generator  $31,560 $23,756 ($7,804) Used lower of two provided bids. 
Replace Lift Station Pump (Hwy 98) 12,200 12,200 0  
Replace Lift Station Pump (Americus) 14,000 14,000 0  
Replace Control Panel (Americus)  2,581 2,581 0  
Replace of Rail System (Americus) 6,500 0 (6,500) Included in Americus pump bid. 
Purchase of Second Blower 2,617 2,617 0  
Replace Piping at WWTP/Ponds 14,500 0 (14,500) No bids provided. 
Repair Fencing at WWTP 10,744 7,864 (2,880) Reduced hourly rate included in bid. 
Install Electrical Hookup for Generator 4,000 4,000 0  
Repair to Clarifier at WWTP 4,000 0 (4,000) No bid provided. 
    Total Pro Forma Plant $102,702 $67,018 ($35,684)  

Total $130,092 $90,180 ($39,912)  

Source: Utility responses to staff data requests. 

                                                 
31Document No. 04224-17, filed April 14, 2017. 
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Staff requested the Utility provide several bids and/or quotes for each pro forma project on 
several occasions, yet was only provided with one bid for many of the projects. Staff notes that 
several of the bids date to late 2014 and early 2015, while several other much needed pro forma 
items have no bids. Beaches indicated that it had difficulty finding companies or persons to 
provide quotes and perform specific jobs. During the site visit, staff observed the condition of 
Beaches’ plant and believes the majority of the pro forma projects are warranted.  
 
Pro Forma Expense 
Beaches requested three pro forma expense items, totaling $27,390, which are summarized in the 
table above and discussed in additional detail below.  
 

Landscaping 
The Utility requested $2,500 to install landscaping at the WWTP and lift stations. The Utility did 
not provide any bids describing the nature of the work to be performed, or a cost breakdown of 
materials and labor to justify the expense. Absent additional support documentation, staff 
removed the expense from Phase II consideration. 
 

Pond Clearing 
The Utility has also requested the inclusion of $5,880 to clear the ponds of vegetation, add sand, 
and apply a growth inhibitor to prevent unwanted vegetation in the future. Staff notes that the 
Beaches’ DEP permit requires the Utility to rotate ponds weekly. According to the Utility, that 
has become increasingly difficult due to the growth of vegetation and the deficient lines. As with 
the fencing bid included in pro forma plant below, staff takes issue with the hourly labor rate 
included in the Gulf Coast Property Services, LLC bid for the vegetation clearing. Staff notes the 
single bid for the project comes from the same company that provided the fencing bid. It also 
happens to be the same company that provides the Utility’s grounds keeping services and is 
owned by the Utility’s Vice-President. Staff believes the labor rate of $65/hour is excessive 
given the type of work to be performed. While not directly analogous to the contractual 
relationships between Ni Florida and Utility Group of Florida, LLC (UGF), or several other 
utilities’ relationship with U.S. Water Services Corporation (USWS), staff believes a similar 
situation exists here. Staff compared the labor rates charged under the UGF and USWS service 
agreements for general maintenance or labor to review the reasonableness of the rate included in 
the bid here. The rate was $30 per hour for UGF and $52 per hour for USWS, which result in an 
average hourly rate of $41 per hour. As such, staff applied an average labor rate of $41 per hour 
instead of $65 per hour here and in the pro forma fencing project. This reduces the labor 
component of the bid from $4,680 (72 hrs. x $65/hr.) to $2,952 (72 hrs. x $41/hr.). All other 
portions of the bid appear reasonable. As such, staff recommends pro forma pond clearing 
expense of $4,152 amortized over five years, or $830 per year ($4,152 / 5 years). 
 

Sand and Grit Removal 
In addition, the Utility requested $19,010 for sand and grit removal from the wastewater 
treatment plant. According to the Utility, this has not been done since the current owner took 
over approximately 17 years ago. As a result, this has caused the Utility’s air lines to become 
clogged. The Utility believes that once done, this project will not need to be done again for at 
least five more years. The Utility has estimated that one half of the project will be completed by 
August 30, 2017, and the other half by July 30, 2018. Staff believes that the project is necessary 
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to avoid additional repairs at the plant. As such, staff recommends pro forma sand and grit 
removal expense of $19,010 amortized over five years, or $3,802 per year ($19,010 / 5 years). 
 
Accordingly, staff recommends preliminary pro forma O&M expense of $23,162 ($4,152 + 
$19,010) amortized over five years, or $4,632 per year ($830 + $3,802). 
 
Pro Forma Plant 
The Utility also requested $102,702 in pro forma plant projects for consideration. Staff made 
several adjustments to the Utility’s request as described below. 
 

Generators 
The Utility currently has no generators to provide power to the WWTP or lift station pumps in 
the event of a power outage. Due to the high cost of this type of equipment, staff recommends 
that a single generator which can be moved to the particular location is required by Beaches. 
Staff utilized the lowest bid provided by the Utility for the cost of the portable generator. 
 

Lift Station Pumps 
The pumps at lift stations Americus and Highway 98 are in need of replacement due to their 
excessive age and poor condition. The cost for the pumps were obtained from bids provided by 
Beaches. In addition, staff determined during its site visit that the control panel and rail system at 
the Americus lift station need replacement. The rail system used for servicing the pump has 
completely rusted away and the control panel is in poor condition. The Utility provided a bid for 
replacing the pump at Americus which included the cost of installing a rail system, so staff did 
not include the separate cost of the rail system in the list of pro forma items. 
 

Blower 
The WWTP currently has a single blower in place; however, the DEP regulations require a 
backup blower in the event of a failure of the primary blower. The cost for the second blower 
was based on the invoice provided from the purchase of the primary blower. 
 

Piping 
Staff determined during its site visit that the WWTP piping is deteriorated and in need of 
replacement. The Utility also indicated that in order to operate the ponds per DEP requirements, 
piping needs to be lowered to facilitate flows to different ponds. However, after requesting bids 
in at least two data requests for the WWTP piping, the Utility provided none. No bids or formal 
estimates were received for the pond piping either. Therefore, the replacement of the piping was 
not included in the pro forma items. 
 

Fencing 
The fencing around the WWTP is in need of repair. Only one bid was provided by Beaches. The 
company providing the single bid is the same company that provided the bid for clearing the 
ponds of vegetation and is owned by the Utility’s Vice-President. The recommended pro forma 
expense for cleaning the ponds is discussed earlier in this issue. As with the pond cleaning, the 
recommended amount for labor was adjusted from $65 per hour to a more reasonable $41 per 
hour. 
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Electrical Equipment 
The electrical equipment at the WWTP must be upgraded in order to connect the portable 
generator when required by a power outage. Staff recommends this pro forma item is necessary, 
and has based the cost on a bid provided by the Utility. 

 
Clarifier 

Although repairs to the clarifier at the WWTP are needed, Beaches did not provide any bid or 
formal estimate of the cost of the repairs. Without proper documentation, staff is unable to 
include in pro forma the requested amount for this work. Accordingly, staff recommends 
preliminary pro forma plant of $67,018. 
 
Conclusion 
Although multiple bids were not provided, staff believes the supported pro forma items 
recommended above to be reasonable based on the analysis of each item. However, staff 
anticipates that the final costs associated with the Utility’s pro forma expense and plant items 
will likely be higher than currently reflected due to the age of several of the bids.  
 
As such, staff believes a Phase II revenue requirement associated with the pro forma expense and 
plant items is appropriate for a number of reasons. First, it assures that the pro forma items are 
completed prior to the Utility’s recovery of the investment in rates. In addition, addressing the 
pro forma items in a single case saves additional rate case expense to the customers because the 
Utility would not need to file another rate case or limited proceeding to seek recovery for these 
items. The Commission has approved a phased-in approach in Docket Nos. 140177-WU, 
140175-WU, 130265-WU, 110238-WU, and 110165-SU.32  
 
However, due to concerns with the age of some bids, staff is recommending that a final decision 
on the amount of the Phase II revenue requirement and rates should be made after the Utility has 
completed the Phase II pro forma O&M and plant items listed above and the costs have been 
evaluated by staff. The Utility should complete the pro forma items within 12 months of the 
issuance of the consummating order. After this period, the Utility should be required to submit 
within 60 days a copy of the final invoices and cancelled checks for all Phase II pro forma O&M 
and plant items. If the Utility encounters any unforeseen events that will impede the completion 
of the pro forma items, the Utility should immediately notify the Commission in writing. Once 
the required information has been submitted by the Utility and evaluated by staff, a 
recommendation regarding the appropriate amount of the Phase II revenue requirement and rates 
should be considered by the Commission. 

                                                 
32Order Nos. PSC-15-0588-PAA-WU, issued December 29, 2015, in Docket No. 140177-WU, In re: Application for 
staff-assisted rate case in Pasco County by Holiday Gardens Utilities, LLC; PSC-15-0592-PAA-WU, issued 
December 30, 2015, in Docket No. 140175-WU, In re: Application for staff-assisted rate case in Pasco County by 
Crestridge Utilities, LLC;  PSC-14-0626-PAA-WU, issued October 29, 2014, in Docket No. 130265-WU, In re: 
Application for staff-assisted rate case in Charlotte County by Little Gasparilla Water Utility, Inc.; PSC-12-0533-
PAA-WU, issued October 9, 2012, in Docket No. 110238-WU, In re: Application for staff-assisted rate case in Polk 
County by Sunrise Utilities, LLC; and PSC-12-0410-PAA-SU, issued August 13, 2012, in Docket No. 110165-WU, 
In re: Application for staff-assisted rate case in Highlands County by Utility Corporation of Florida, Inc. 
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Issue 17:  What is the appropriate amount by which rates should be reduced four years after the 
published effective date to reflect the removal of the amortized rate case expense? 

Recommendation:  The wastewater rates should be reduced as shown on Schedule No. 4, to 
remove rate case expense grossed-up for RAFs 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. The Utility should be required to file revised tariffs and a 
proposed customer notice setting forth the lower rates and the reason for the reduction no later 
than one month prior to the actual date of the required rate reduction. If Beaches files this 
reduction in conjunction with a price index or pass-through rate adjustment, separate data should 
be filed for the price index and/or pass-through increase or decrease and the reduction in the rates 
due to the amortized rate case expense. (Friedrich, Brown) 

Staff Analysis:  Beaches’ wastewater rates should be reduced immediately following the 
expiration of the four-year rate case expense recovery period by the amount of the rate case 
expense previously included in the rates, pursuant to 367.081(8) F.S. The reduction will reflect 
the removal of revenues associated with the amortization of rate case expense and the gross-up 
for RAFs which is $547 for wastewater. Using the Utility’s current revenues, expenses, and 
customer base, the reduction in revenues will result in the rate decrease shown on Schedule No. 
4. 

Beaches should be required to file revised tariff sheets no later than one month prior to the actual 
date of the required rate reduction. The Utility also should be required to file a proposed 
customer notice setting forth the lower rates and the reason for the reduction. If the Utility files 
this reduction in conjunction with a price index or pass-through rate adjustment, separate data 
should be filed for the price index and/or pass-through increase or decrease and the reduction in 
the rates due to the amortized rate case expense.
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Issue 18:  Should the recommended rates be approved for Beaches Sewer Systems, Inc. on a 
temporary basis, subject to refund with interest, in the event of a protest filed by a party other 
than the Utility? 

Recommendation:  Yes. Pursuant to Section 367.0814(7), F.S., the recommended rates 
should 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. Beaches should file revised tariff sheets 
and a proposed customer notice to reflect the Commission-approved rates. The approved rates 
should be effective for service rendered on or after the stamped approval date on the tariff sheet, 
pursuant to Rule 25-30.475(1), F.A.C. In addition, the temporary rates should not be 
implemented until staff has approved the proposed notice, and the notice has been received by 
the customers. Prior to implementation of any temporary rates, the Utility should provide 
appropriate security. If the recommended rates are approved on a temporary basis, the rates 
collected by the Utility should be subject to the refund provisions discussed below in the staff 
analysis. In addition, after the increased rates are in effect, pursuant to Rule 25-30.360(6), 
F.A.C., the Utility should file reports with the Commission’s Office of Commission Clerk no 
later than the 20th of each month indicating the monthly and total amount of money subject to 
refund at the end of the preceding month. The report filed should also indicate the status of the 
security being used to guarantee repayment of any potential refund. (Brown) 

Staff Analysis:  This recommendation proposes an increase in wastewater rates. A timely 
protest might delay what may be a justified rate increase resulting in an unrecoverable loss of 
revenue to the Utility. Therefore, pursuant to Section 367.0814(7), F.S., in the event of a protest 
filed by a party other than the Utility, staff recommends that the recommended rates be approved 
as temporary rates. Beaches should file revised tariff sheets and a proposed customer notice to 
reflect the Commission-approved rates. The approved rates should be effective for service 
rendered on or after the stamped approval date on the tariff sheet, pursuant to Rule 25-30.475(1), 
F.A.C. In addition, the temporary rates should not be implemented until staff has approved the 
proposed notice, and the notice has been received by the customers. The recommended rates 
collected by the Utility should be subject to the refund provisions discussed below. 

Beaches should be authorized to collect the temporary rates upon staff's approval of an 
appropriate security for the potential refund and the proposed customer notice. Security should 
be in the form of a bond or letter of credit in the amount of $22,787. Alternatively, the Utility 
could establish an escrow agreement with an independent financial institution. 
 
If the Utility chooses a bond as security, the bond should contain wording to the effect that it will 
be terminated only under the following conditions: 

1) The Commission approves the rate increase; or, 
2) If the Commission denies the increase, the Utility shall refund the amount collected 

that is attributable to the increase. 
 
If the Utility chooses a letter of credit as a security, it should contain the following conditions: 

1) The letter of credit is irrevocable for the period it is in effect, and, 
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2) The letter of credit will be in effect until a final Commission order is rendered, either 
approving or denying the rate increase. 

 
If security is provided through an escrow agreement, the following conditions should be part of 
the agreement: 

1) The Commission Clerk, or his or her designee, must be a signatory to the escrow 
agreement; and, 

2) No monies in the escrow account may be withdrawn by the Utility without the prior 
written authorization of the Commission Clerk, or his or her designee;  

3) The escrow account shall be an interest bearing account; 
4) If a refund to the customers is required, all interest earned by the escrow account shall 

be distributed to the customers; 
5) If a refund to the customers is not required, the interest earned by the escrow account 

shall revert to the Utility; 
6) All information on the escrow account shall be available from the holder of the 

escrow account to a Commission representative at all times; 
7) The amount of revenue subject to refund shall be deposited in the escrow account 

within seven days of receipt; 
8) This escrow account is established by the direction of the Florida Public Service 

Commission for the purpose(s) set forth in its order requiring such account. Pursuant 
to Cosentino v. Elson, 263 So. 2d 253 (Fla. 3d DCA 1972), escrow accounts are not 
subject to garnishments; 

9) The account must specify by whom and on whose behalf such monies were paid. 

In no instance should the maintenance and administrative costs associated with the refund be 
borne by the customers. These costs are the responsibility of, and should be borne by, the Utility. 
Irrespective of the form of security chosen by the Utility, an account of all monies received as a 
result of the rate increase should be maintained by the Utility. If a refund is ultimately required, 
it should be paid with interest calculated pursuant to Rule 25-30.360(4), F.A.C. 
 
Should the recommended rates be approved by the Commission on a temporary basis, Beaches 
should maintain a record of the amount of the security, 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’s Office of Commission 
Clerk no later than the 20th of each month indicating the monthly and total amount of money 
subject to refund at the end of the preceding month. The report filed should also indicate the 
status of the security being used to guarantee repayment of any potential refund. 
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Issue 19:  Should the Utility be required to notify the Commission, in writing, that it has 
adjusted its books in accordance with the Commission's decision? 

Recommendation:  Yes. The Utility should be required to notify the Commission, in writing, 
that it has adjusted its books in accordance with the Commission’s decision. Beaches should 
submit a letter within 90 days of the final order in this docket, confirming that the adjustments to 
all the applicable NARUC USOA primary accounts have been made to the Utility’s books and 
records. In the event the Utility needs additional time to complete the adjustments, notice should 
be provided within seven days prior to deadline. Upon providing good cause, staff should be 
given administrative authority to grant an extension of up to 60 days. (Brown) 

Staff Analysis:  The Utility should be required to notify the Commission, in writing, that it has 
adjusted its books in accordance with the Commission’s decision. Beaches should submit a letter 
within 90 days of the final order in this docket, confirming that the adjustments to all the 
applicable NARUC USOA primary accounts have been made to the Utility’s books and records. 
In the event the Utility needs additional time to complete the adjustments, notice should be 
provided within seven days prior to the deadline. Upon providing good cause, staff should be 
given administrative authority to grant an extension of up to 60 days. 
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Issue 20:  Should this docket be closed? 

Recommendation:  No. If no person whose substantial interests are affected by the proposed 
agency action files a protest within 21 days of the issuance of the order, a consummating order 
should be issued. The docket should remain open for staff’s verification that the revised tariff 
sheets and customer notice have been filed by the Utility and approved by staff, and the Utility 
has provided staff with proof that the adjustments for all the applicable NARUC USOA primary 
accounts have been made. Also, the docket should remain open to allow staff to verify that the 
Phase II pro forma items have been completed, and the Phase II rates properly implemented. 
Once these actions are complete, this docket should be closed administratively. (Murphy)  

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, and the Utility has provided 
staff with proof that the adjustments for all applicable NARUC USOA primary accounts have 
been made. Also, the docket should remain open to allow staff to verify that the Phase II pro 
forma items have been completed and the Phase II rates properly implemented. Once these 
actions are complete, this docket should be closed administratively. 
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ESAD Enterprises, Inc. d/b/a Beaches Sewer Systems, Inc. SCHEDULE NO. 1-A 
TEST YEAR ENDED  06/30/16 

 
DOCKET NO. 160165-SU 

SCHEDULE OF WASTEWATER RATE BASE (PHASE I)   
  BALANCE STAFF BALANCE 
  PER ADJUSTMENTS PER 

DESCRIPTION UTILITY TO UTIL. BAL. STAFF 
  

  
  

UTILITY PLANT IN SERVICE $616,024  ($250,862) $365,162  
  

  
  

LAND & LAND RIGHTS 14,364  7,500  21,864  
  

  
  

NON-USED AND USEFUL COMPONENTS 0  (3,007) (3,007) 
  

  
  

CIAC (247,554) (33,496) (281,050) 
  

  
  

ACCUMULATED DEPRECIATION (509,117) 198,919  (310,199) 
  

  
  

AMORTIZATION OF CIAC 188,335  74,302  262,637  
  

  
  

WORKING CAPITAL ALLOWANCE 0  17,251  17,251  
  

  
  

WASTEWATER RATE BASE $62,052  $10,606 $72,658  
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  ESAD Enterprises, Inc. d/b/a Beaches Sewer Systems, Inc. SCHEDULE NO. 1-B 
  TEST YEAR ENDED  06/30/16 DOCKET NO. 160165-SU 
  ADJUSTMENTS TO RATE BASE (PHASE I) 

    WASTEWATER 
  UTILITY PLANT IN SERVICE   
1. To reflect previously ordered Commission adjustment. ($191,682) 
2. To reflect removal of unsupported items. (83,849) 
3. To reflect plant that was not booked. 199 
4. To reflect major plant repairs previously placed in Acct. 775. 1,864  
5. To reflect adjustment for additional plant. 2,934  
6. To reflect the purchase of Utility vehicle. 41,406 
7. To reflect an averaging adjustment. (21,735) 

       Total ($250,862) 
  

 
 

  LAND & LAND RIGHTS  
  To reflect the Utility's purchase of land. $7,500  
  

    NON-USED AND USEFUL PLANT   
1. To reflect non-used and useful plant. ($69,232) 
2. To reflect non-used and useful accumulated depreciation. 66,225  

       Total ($3,007) 
  

 
 

  CIAC  
1. To reflect previously ordered Commission adjustment. ($31,996) 
2. To reflect appropriate CIAC. (1,500) 
       Total ($33,496) 

  
 

  
  ACCUMULATED DEPRECIATION   

1. To reflect previously ordered Commission adjustment. $66,607  
2. To reflect removal of the reserve for transportation costs. 135,915  
3. To reflect major plant repairs previously placed in Acct. 775. (88) 
 4. To reflect adjustment for additional plant.  (109) 
 5. To reflect the purchase of Utility vehicle. (6,901) 
 6. To reflect an averaging adjustment. 3,495 
       Total $198,919  

  
    AMORTIZATION OF CIAC   

1. To reflect previously ordered Commission adjustment. $34,296  
2. To reflect appropriate amortization of CIAC. 40,006  

       Total $74,302  
    
  WORKING CAPITAL ALLOWANCE   
  To reflect 1/8 of test year O & M expenses. $17,251 
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  ESAD Enterprises, Inc. d/b/a Beaches Sewer Systems, Inc.       SCHEDULE NO. 2 
  TEST YEAR ENDED  06/30/16 

   
DOCKET NO. 160165-SU 

  SCHEDULE OF CAPITAL STRUCTURE (PHASE I) 
     

  
        BALANCE           

  
  

SPECIFIC BEFORE PRO RATA BALANCE PERCENT 
 

  
  

 
PER ADJUST- PRO RATA ADJUST- PER OF 

 
WEIGHTED 

  CAPITAL COMPONENT UTILITY MENTS ADJUSTMENTS MENTS STAFF TOTAL COST COST 
  

        
  

1. COMMON STOCK ($55,737) $55,737  $0  
    

  
2. RETAINED EARNINGS 0  0  0  

    
  

3. PAID IN CAPITAL 0  0  0  
    

  
4. OTHER COMMON EQUITY 0  0  0  

    
  

  
  TOTAL COMMON 
EQUITY ($55,737) $55,737  $0  $0  $0  0.00% 11.16% 0.00% 

  
        

  
5. LONG TERM DEBT $217,870  $48,460 $266,730  ($207,806) $58,923  81.10% 5.43% 4.41% 
6. SHORT-TERM DEBT 0  61,400  61,400  (47,836) 13,564  18.67% 5.00% 0.93% 
7. PREFERRED STOCK 0  0  0  0  0  0.00% 0.00% 0.00% 

  TOTAL LONG TERM DEBT $217,870  $110,260  $328,130 ($255,643) $72,487  99.76% 
 

  
  

        
  

8. CUSTOMER DEPOSITS $2,166  ($1,995) $171  $0  $171  0.24% 2.00% 0.01% 
  

        
  

9. TOTAL $164,299  $164,002  $328,301  ($255,643) $72,658  100.00% 
 

5.34% 
  

        
  

  
  

RANGE OF REASONABLENESS LOW HIGH   
  

  
RETURN ON EQUITY 10.16% 12.16%   

  
  

OVERALL RATE OF RETURN 5.34% 5.34%   
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  ESAD Enterprises, Inc. d/b/a Beaches Sewer Systems, Inc.   SCHEDULE NO. 3-A 
  TEST YEAR ENDED  06/30/16 

   
DOCKET NO. 160165-SU 

  SCHEDULE OF WASTEWATER OPERATING INCOME (PHASE I)       
    TEST YEAR 

 
STAFF ADJUST.   

  
 

PER STAFF  ADJUSTED FOR REVENUE 
    UTILITY ADJUSTMENTS TEST YEAR INCREASE REQUIREMENT 
              
1. OPERATING REVENUES                $131,149 $107 $131,256 $33,976 $165,232 

  
    

25.89%   
  OPERATING EXPENSES: 

    
  

2.   OPERATION & MAINTENANCE $131,861  $6,148 $138,009  $0  $138,009  
  

     
  

3.   DEPRECIATION 7,306 5,504 12,810 0  12,810 
  

     
  

4.   AMORTIZATION (6,407) (6,403) (12,810) 0  (12,810) 
  

     
  

5.   TAXES OTHER THAN INCOME 13,284 2,411 15,695  1,529  17,223 
  

     
  

6.   INCOME TAXES 0 0 0 0  0  
  

     
  

7. TOTAL OPERATING EXPENSES     $146,044 $7,659 $153,703 $1,529  $155,232 
  

     
  

8. OPERATING INCOME/(LOSS)         ($14,895) 
 

($22,407) 
 

$10,000  
  

     
  

9. WASTEWATER O&M EXPENSE            $131,861  
 

$138,009  
 

$138,009 
  

     
  

10. OPERATING RATIO 
    

7.25% 
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  ESAD Enterprises, Inc. d/b/a Beaches Sewer Systems, Inc. SCHEDULE NO. 3-B 
  TEST YEAR ENDED  06/30/16 DOCKET NO. 160165-SU 

  ADJUSTMENTS TO OPERATING INCOME (PHASE I) Page 1 of 2 

  
 

WASTEWATER 
  OPERATING REVENUES   

1. To reflect the appropriate test year revenues. $107 
  

 
  

  OPERATION AND MAINTENANCE EXPENSES   
2. Salaries and Wages - Officers (703)  

  a. To reflect appropriate salaries and wages. ($81) 
  b. To reclassify payroll taxes. (3,993) 
  c. To reflect pro forma salaries and wages. 9,000  
         Subtotal $4,926 
  

 
  

3. Sludge Removal Expense (711) 
   To reflect amortized portion of sludge hauling expense from test year. $2,600  

  
 

 
4. Purchased Power (715)   

  To reflect appropriate purchased power incurred during test year. $260 
  

  5. Contractual Services - Billing (730)   
  To reclassify expenses to appropriate accounts. ($18,545) 

  
  6. Contractual Services -Accounting (732) 

   a.  To reflect contractual service expense reclassified from Acct. 730. $5,000  
  b.  To reflect appropriate contractual service expense. (2,500) 
         Subtotal $2,500  
  

  7. Contractual Services - Testing (735) 
   To reflect appropriate contractual service expense reclassified from Acct. 730. $1,545  

  
  8. Contractual Services - Other (736) 

   a.  To reflect contractual service expense reclassified from Acct. 730. $12,000  
  b.  To reflect increase in expense for contract operator. 1,200  
 c.  To reflect appropriate engineering expense for DEP permit renewal. 400 

         Subtotal $13,600  
  

 
  

9. Transportation Expense (750) 
   To reflect appropriate transportation expense. $10,178  
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  ESAD Enterprises, Inc. d/b/a Beaches Sewer Systems, Inc. SCHEDULE NO. 3-B 
  TEST YEAR ENDED  06/30/16 DOCKET NO. 160165-SU 

  ADJUSTMENTS TO OPERATING INCOME (PHASE I) Page 2 of 2 
   
   
   

10. Insurance Expenses (755) 
   a. To remove vehicle insurance expense. ($5,856) 

  b. To reflect previously unrecorded general liability insurance expense. 2,335  
         Subtotal ($3,521) 
  

  11. Regulatory Commission Expense (765) 
   To reflect 4-year amortization of rate case expense ($2,090/4). $523  

  
  12. Miscellaneous Expense (775)   

  To reflect appropriate miscellaneous expense. ($7,918) 

  
 

  
  TOTAL OPERATION & MAINTENANCE ADJUSTMENTS $6,148 
  

    DEPRECIATION EXPENSE   
1. To reflect appropriate depreciation expense per staff audit. ($3,404) 
2. To reflect major plant repairs previously placed in Acct. 775. 88  
3. To reflect adjustment for additional plant.  109  
4. To reflect the purchase of Utility vehicle. 6,901 
5. To reflect non-used & useful depreciation expense. (385) 
6. To set a resulting negative net depreciation expense to zero. 2,195 

    Total $5,504 
  

 
  

  AMORTIZATION 
   To reflect appropriate amortization expense. ($6,403) 

   
  TAXES OTHER THAN INCOME   

1. To reflect the appropriate test year RAFs. ($100) 
2. To reflect appropriate test year utility property taxes. (2,242) 
3. To reflect appropriate state filing fees. (150) 
4. To reflect appropriate payroll taxes. 3,993  
5. To reflect payroll taxes associated with salary increase. 842  
6. To reflect property tax adjustment for major plant repairs previously placed in Acct. 775. 26  
7. To reflect property tax adjustment for additional plant.  41  

    Total $2,411  
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ESAD Enterprises, Inc. d/b/a Beaches Sewer Systems, Inc.   SCHEDULE NO. 3-C 
TEST YEAR ENDED  06/30/16 

  
DOCKET NO. 160165-SU 

ANALYSIS OF WASTEWATER OPERATION AND MAINTENANCE EXPENSE (PHASE I) 

  TOTAL STAFF TOTAL 
  PER ADJUST- PER 
  UTILITY MENT STAFF 
(701) SALARIES AND WAGES - EMPLOYEES $0  $0  $0  
(703) SALARIES AND WAGES - OFFICERS 58,274  4,926 63,200 
(704) EMPLOYEE PENSIONS AND BENEFITS 0  0  0  
(710) PURCHASED WASTEWATER 0  0  0  
(711) SLUDGE REMOVAL EXPENSE 0  2,600  2,600  
(715) PURCHASED POWER 8,335  260  8,595  
(716) FUEL FOR POWER PRODUCTION 0  0  0  
(718) CHEMICALS 2,752  0  2,752  
(720) MATERIALS AND SUPPLIES 0  0  0  
(730) CONTRACTUAL SERVICES - BILLING 18,545  (18,545) 0  
(732) CONTRACTUAL SERVICES - ACCOUNTING 0  2,500  2,500  
(735) CONTRACTUAL SERVICES - TESTING 0  1,545  1,545  
(736) CONTRACTUAL SERVICES - OTHER 0  13,600  13,600  
(740) RENTS 7,200  0  7,200  
(750) TRANSPORTATION EXPENSE 0  10,178  10,178  
(755) INSURANCE EXPENSE 5,856  (3,521) 2,335  
(765) REGULATORY COMMISSION EXPENSE 0  523  523  
(770) BAD DEBT EXPENSE 2,971  0  2,971  
(775) MISCELLANEOUS EXPENSE 27,928  (7,918) 20,010  
  

     $131,861  $6,148 $138,009  
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Division of Economics (Ollila) .<} • b · t::::· 
Office of the General Counsel (DuVal) ~'(JV 

RE: Docket No. 170069-EI - Petition fo r approval of rev ised underground res idential 

distribution tariffs, by Duke Energy Florida, LLC 
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Case Background 

On March 30, 2017, Duke Energy Florida, LLC (Duke or Company) fi led a petiti on for approva l 

of revisions to its tmderground residentia l distribution (URD) tari ffs. The URD tariffs app ly to 

new residential subdivisions and represent the additional costs Duke incurs to provide 

underground distribution service in place of overhead service. The proposed (legislative version) 

URD tariffs are contained in Attachment A to the recommendation. Duke's cun-ent charges were 

approved in Order No. PSC- 14-0396-TRF-EI (20 14 Order). 1 

1 O rder No. PSC- 14-0396-TRF-El, issued July 3 1, 20 14, in Docket No. 140067-El, In re: Petition for approval of 

revised underground distribution tariffs, by Duke Energy Florida, Inc. 

FPSC Commission Clerk
FILED JUN 29, 2017DOCUMENT NO. 05606-17FPSC - COMMISSION CLERK
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The Commission suspended Duke's proposed tariffs in Order No. PSC-17-0166-PCO-EI.2 Duke 
responded to staffs first data request on May 16, 2017. The Commission has jurisdiction over 
this matter pursuant to Sections 366.03, 366.04, 366.05, and 366.06, Florida Statutes (F.S.). 

2 Order No. PSC-17-0166-PCO-EI, issued May II, 2017, in Docket No. 170069-EI, In re: Petition for approval of 
revised underground residential distribution tariffs, by Duke Energy Florida, Inc. 
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Issue 1 

Discussion of Issues 

Issue 1: Should the Commission approve Duke's proposed URD tariffs and associated 
charges? 

Recommendation: Yes, the Commission should approve Duke's proposed URD tariffs and 
associated charges as shown in Attachment A, effective July 13, 2017. (Ollila) 

Staff Analysis: Rule 25-6.078, Florida Administrative Code (F.A.C.), defines investor-owned 
utilities' (IOU) responsibilities for filing updated URD tariffs. Duke has filed the instant petition 
pursuant to subsection (3) of the rule, which requires IOUs to file supporting data and analyses 
for URD tariffs at least once every three years. 

The URD tariffs provide standard charges for underground service in new residential 
subdivisions and represent the additional costs, if any, the utility incurs to provide underground 
service in place of standard overhead service. The cost of standard overhead construction is 
recovered through base rates from all ratepayers. In lieu of overhead construction, customers 
have the option of requesting underground facilities. Any additional cost is paid by the customer 
as contribution-in-aid-of construction (CIAC). Typically, the URD customer is the developer of a 
subdivision. 

Traditionally, three standard model subdivision designs have been the basis upon which each 
IOU submits URD tariff changes for Commission approval: low density, high density, and a high 
density subdivision where dwelling units take service at ganged meter pedestals (groups of 
meters at the same physical location). Examples of this last subdivision type include mobile 
home and recreational vehicle parks. While actual construction may differ from the model 
subdivisions, the model subdivisions are designed to reflect average overhead and underground 
subdivisions. 

Table 1-1 shows the current and proposed URD differentials for the low density, high density, 
and ganged meter subdivisions. The charges shown are per-lot charges. 

c ompar1son o 
Table 1-1 

f URD o·n fl 1 eren 1a per L t 0 

Current Differential Proposed Differential 
Low Density $768 $694j 

High Density $459 $403 
Ganged Meter $211 $158 

Source: 20 14 Order and 20 17 Petition 

As shown in Table 1-1, the proposed URD differentials show a decrease for all model 
subdivisions. The calculations of the proposed URD charges include updated labor and material 
costs, as well as updated operational costs. 

3 $694 is calculated as follows: $408 (Table 1-2) + $286 {Table 1-3) = $694. 
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Updated Labor and Material Costs 

Issue 1 

The installation costs of both overhead and underground facilities include the labor and material 
costs to provide primary, secondary, and service distribution lines, as well as transformers. The 
cost to provide overhead service also includes poles. The cost to provide underground service 
includes the cost of trenching and backfilling. Duke reevaluated each subdivision design to 
determine if the designs still met current construction standards for the National Electric Safety 
Code (NESC) and Duke. According to Duke, all subdivision designs had minor modifications to 
meet NESC and Duke standards. Duke reported that it upgraded certain padmounted 
transformers in the underground designs, resulting in a minor increase in the differential cost. 

Labor and material costs decreased from 20 14 to 201 7. Duke explained that material costs have 
fluctuated marginally, i.e., plus or minus five percent; thus, the decrease in labor cost is the 
primary driver in cost reduction. Overhead construction continues to be performed by Duke 
employees and underground construction continues to be performed by contractors. Labor rates 
for Duke employees have remained relatively flat; the decrease is due to a decrease in Duke's 
other (i.e., non-pension) post-employment benefit plan. Other post-employment benefits do not 
include pension, but may include healthcare or life insurance premiums. In response to staffs 
data request, Duke explained that its predecessor company's (Progress Energy Florida, Inc.) 
benefit plan was harmonized, i.e., blended, with Duke's plan, resulting in a plan amendment 
which reduced benefits for a four-year period beginning in the fourth quarter of 2014. 

Contractor labor costs decreased due to the move from hourly pricing to unit-based pricing. 
Duke explained that hourly pricing compensates contractors for the duration to complete the 
work, including, for example, any unforeseen delays. Under unit-based pricing, contractors are 
compensated based on fixed prices for specific work; therefore, contractors absorb the cost of 
any unforeseen delays. 

Loading factors decreased from 2014 to 2017. The Design and Project Management loading 
factor decreased from 17.90 to 13.90 percent of labor. The Management and Supervision loading 
factor decreased from 35.67 to 28.86 percent of labor. Both factors decreased because the 
investment in distribution costs increased at a greater rate than the actual management and 
supervision costs. 

Table 1-2 below compares total 2014 and 2017 labor and material costs for the three 
subdivisions. As Table 1-2 shows, the total labor and material cost differentials decreased for all 
three model subdivisions because the cost of underground construction decreased at a greater 
rate than the cost of overhead construction. 

-4-
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L b a oran 
Table 1-2 

dMt ·1c ts a er1a OS 
2014 Costs 

Low Density 
Underground Labor/material Costs $1,654 
Overhead Labor/material Costs $1,168 
Per lot Differential $486 
High Density 
Underground Labor/material Costs $1,309 
Overhead Labor/material Costs $946 
Per lot Differential $363 
Ganged Meter 
Underground Labor/material Costs $753 
Overhead Labor/material Costs $627 
Per lot Differential $126 

Source: 20 14 Order and 20 17 Petition 

Updated Operational Costs 

Issue 1 

per L t 0 

2017 Costs Difference 

$1,477 ($177) 
$1,069 ($99) 

$408 ($78) 

$1,181 ($128) 
$865 ($81) 
$316 ($47) 

$686 ($67) 
$609 ($18) 

$77 ($49) 

Rule 25-6.078(4), F.A.C., requires that the differences in net present value (NPV) of operational 
costs between overhead and underground systems, including average historical storm restoration 
costs over the life of the facilities, be included in the URD charge. The inclusion of the 
operational cost is intended to capture longer term costs and benefits of undergrounding. 

Operational costs include operations and maintenance costs and capital costs and represent the 
cost differential between maintaining and operating an underground versus an overhead system 
over the life of the facilities. The inclusion of the storm restoration cost in the URD differential 
lowers the differential, since an underground distribution system generally incurs less damage 
than an overhead system as a result of a storm, and therefore, less restoration costs when 
compared to an overhead system. Duke's operational costs, last updated for the 2014 filing, 
represent a five-year average (20 12 - 20 16). The methodology used by Duke in this filing for 
calculating the NPV of operational costs was approved in Order No. PSC-12-0348-TRF-EI.4 

Duke's NPV calculation used a 34-year life of the facilities and a 6.80 percent discount rate. 
Staff notes that operational costs may vary among IOUs as a result of differences in size of 
service territory, miles of coastline, regions subject to extreme winds, age of the distribution 
system, or construction standards. 

Table 1-3 below compares the 2014 and 2017 NPV calculations of operational and storm 
restoration cost differentials between overhead and underground systems on a per lot basis. As 
Table 1-3 shows, there are minor differences in the differentials from 2014 to 2017. 

4 Order No. PSC-12-0348-TRF-EI, issued July 5, 2012, in Docket No. I 10293-EI, In re: Petition for approval of 
revised underground residential distribution tariffs, by Progress Energy Florida, Inc. 
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Table 1-3 
NPV fO 0 1perat1ona 1 c ts o·n . I OS 1 erent1a per L ot 

2014 Calculation 2017 Calculation 
Low Density 
Underground NPV- Operational Costs $1,022 $1,189 

Overhead NPV- O_Q_erational Costs $741 $903 

Per lot Differential $282 $286 

High Density 
Underground NPV- Operational Costs $520 $605 

Overhead NPV - Operational Costs $424 $517 

Per lot Differential $96 $87 

Gan2ed Meter 
Underground NPV- Operational Costs $400 $466 

Overhead NPV - Operational Costs $315 $385 

Per lot Differential $85 $81 

Source: 2014 and 201 7 Petitions 

Other Proposed Tariff Changes 

Issue 1 

Difference 

$167 
$162 

$4 

$85 
$93 
($9) 

$66 
$70 
($4) 

In addition to the proposed tariff changes discussed above, Duke proposed modifications to the 
charges and credits for feeder mains within the subdivision, customer-provided trenching and 
backfilling, new underground service laterals from overhead distribution systems, and for the 
conversion of existing service laterals from overhead to underground. Factors which contributed 
to the changes include the updated labor and material charges. In addition, Duke proposed a 
change in language in the construction contract's facility charge from cost-specific information 
to a description of the costs themselves. 

Conclusion 
Staff has reviewed Duke's proposed URD tariffs and associated charges, its accompanying work 
papers, and its responses to staffs data request. Staff believes the proposed URD tariffs and 
associated charges are reasonable. Staff recommends approval of Duke's proposed URD tariffs 
and associated charges as shown in Attachment A, effective July 13, 2017. 

-6-
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Issue 2: Should this docket be closed? 

Issue 2 

Recommendation: If Issue I is approved and a protest is filed within 2I days of the issuance 
of the order, the tariffs should remain in effect, with any revenues held subject to refund, pending 
resolution of the protest. If no timely protest is filed, this docket should be closed upon the 
issuance of a consummating order. (DuVal) 

Staff Analysis: If Issue I is approved and a protest is filed within 2I days of the issuance of 
the order, the tariffs should remain in effect, with any revenues held subject to refund, pending 
resolution of the protest. If no timely protest is filed, this docket should be closed upon the 
issuance of a consummating order. 
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SECTION NO. r.t 
'"~ar:R'NINETEElffil REVISED SHEET NO. 4.113 

Attachment A 
Page 1 of 4 

CAHCaS SE'~EIGHTEENTH REVISED SHEET NO. 4.113 

t'age4of 1 

(2) Contribution by Applic.:mt 

(a) S<:hedule o f Q,;]rges: 

Company standard design underground residential distnbution 1201240 volt single -phase sE!IVice (see 
also Part 11.03(7)): 

To subdivisions w th a density o f 1.0 a more 
1M less than six (e) dwelling lrits per acre ...... - ....... .............................. ~.00 per dwelling unit 

To subdivisions w th a density of six (6) a more 
c:lwi!lling units per .xre ............................................................................ ~33.00 pi!(" dwelling unit 

To subdi\+-..ions wth a density of 
six (6) or more dwellir-G units per .xre t.lking service 
.Jl ~ meter pedestJis ....•................................................................. ~ • 58.00 p!!f" dwelling unit 

To rn.lti~ buildings .•.................................... _ ..... - .................... See P.:vt 11.06(2) 

(b) Th9 .Jb~ costs .:ue ~»sed upon .:YTangemen ts th;Jt 'Mll penni! serving the local underground 
distribution syst9m within 1M subdivision from overhead feeder mains. If feeder ITI.lins wthin the 
subdivision .:ue deemed neoess;vy by the Company to provide and/or maintain adequate servioe 
and are required by 1M Applic.ll1t or a governmental agency to be ins1alled underground. the 
Applicant shall pay the Company the awrage ditfurential cost between such underground feeder 
mains v.ithin the subdivision and equivalent ~mead feeder mains as follows: 

Three-phase primary main or feeder charge per trench-foot YMhin subdivision: 

(U.G. - Underground. OH - O.'erilead) 

# 110 AWG U.G. liS. # 1.U AWG O.H. ...................................•.....................•. ~~root 

500 MCM U.G. vs.. 336 MCM O.H·-·····-··············-·············· ·····················- $1 1.~ foot 

1000 MCM U.G. liS. 7Q5 MCMOJL ... -·····················- ·····- ·····-················ S 1~_per foot 
The above costs are based on underground feeder construction using the direct bu rial method. If 
oonduit is required. the folloWng additional ch.Jille(s) will apply: 

2 inch conduit ............................................................................. ............ ~~rfoot 
4 inch oonduit ...........................................................................•............. $5.2;3...-i2Per foot 
6 inch oonduit ..................................................... .................................... ~~rfoot 
Cable pulling - single phase ...................................•.........•...........•......... ~.ll§perfoot 
Cable pulling - 3 phase small w re ......................................................... ~ .il§per foot 
Cable pulling - 3 phase f eeder ....................................... .............. .......... ~~rfoot 

The above costs do not require the use of pad-mounted switchgear(s). tenninal pole(s). pull bolCEs or 
feeder splioes. If such faci li ties are required. a d ifferential cost for same will be determined by the 
Company on an individual basfs and added to charges detennined above. 

(c) C redits (not to exceed the "average cfrfferential costs" stated above) will be allowed where, by mutual 
agreement. the Applicant provides trenching and backfilling for the use of the Company's facilities in 
lieu of a portion of the cash payment described above. These credits. based on the Company's design 
drawings, are: 

Primary andlcr Seoondary Systems. 
for each Foot of Trench ................. _ .......................................... - .............. - .... sus~ 

Service Laterals. 

for each Foot of Trench .......... - .... ·-·····-······ .. ····· ·· ······-·····-·····- · ·· ···· · ·· · ···-·· · ·~.Z.W.. 

ISSUED BY: J av ie r J. Portuondo, D irectof', Rates & Regulatory Strategy - FL 
EFFECTIVE: 'uly 1 a, :IQH 
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S ECTION NO. fV 
BGHTfPOlJi"~l REVISED SHEET NO. 4.114 

Attachment A 
Page 2 of 4 

CANe a S SIXJEEJm!SEVENlEENlH REVISED SHEET NO. 4.114 

!'age;, ot f 

(3) Point of Delivery: 

The point of delivery shall be determined by the Company and \'will be on the front half of the side of the 
building that is nearest the point at v.tlich the underground secondary electric supply is available to the 
property. The Company will not install a service on the opposite side of the build ing where the 
underground secondary electric supply is available to the property. The point of delivery will only be 
allowed on the rear of the building by special exception. The Applfcant shaH pay the estimated full cost o f 
service lateral length required in excess of that which would have been needed to reach the Company's 
designated point of service. 

(4) Location of Meter and Socket 

The Applicant shall install a meter socket at the point designated by the Company in accordance with the 
~ny's specifications. Every effort shall be made to locate the meter socket in unobstructed areas in 
order that the meter can be read v.illlout going through fences. etc. 

(5) Development of Subdivisions: 

The above charges are based on reasonably full use of the land be ing developed. Where the Con-4>a.ny 
is required to conslruct underground electric faci lities tlvough a section or sections of the subdivision or 
development where service will not be required for at least two (2) years. the Company may require a 
deposit from the Applicant before construction is commenced. This deposit. to guarantee periomlan<::e, 
will be based on the estimated tctal cost of such facilities rather than the differential cost The amount of 
the deposit. without interest. in excess of any charges for underground service will be returned to the 
Applfcant on a prorata basis at quanerty intervals on the basis of installations to new customers. Any 
portion of such deposit remaining unrefunded, after five (5) years from the date the Company is first ready 
to render service from the extension. wil l be retained by the oompany. 

(6) Relocation or Removal of Existing Facilities: 

If the Company is required to relocat e or remove existing ovemead and/or underground distnbution 
facilities in the implementation of these Rules, all costs thereof shall be bome exclusively by the 
Applicant These costs shall indude oosts of relocation or removal, the in-place value (less salvage) of 
the faci lities so removed, and any additional costs due to existing landscaping, pavement or unu sual 
oonditions. 

(7) Other Provisions: 

If soil oompaction is required by the Applicant at locations where Company trenching is done, an 
additional charge may be added to the charges set tcnh in this tariff. The charge'"'" be estimated based 
on the Applicant's compaciion specifications. 

11.04 UNDERGROUND SERVICE LATERALS FROM OVERHEAD ELECTRIC DISTRIBUTION SYSTEMS. 

( 1) New Underground Service Llter~: 

When requested by the Applicant the Company v.iD install underground service laterals from overhead 
systems to ne\\ty constructed residential buildings containing less than five (5) separate dwelling units. 

(2) Contribution by Applicant 

(a) The Applicant shall pay the Con-4>any the following average differential cost bet\lleell an overhead 
service and an underground service lateral: 

For Service lateral up to 80 feet .. - ..................... - ..... -............ ~..1£!.00 

For each foot O\'li!l' 80 feet up to 300 feet.. ........................ - ..... S 0.0 per foot 

5efvice la!Er.3ls in excess of 300 feet shall be based on a specific cost e51imale. 

(b) Credits will be allowed \\tlere, by mutual agreement the Applicant provides trenching and 
backfilltng in accordance with the Company specifications and for the us~ of the Company 
facilities, in lieu o f a portion of the cash paymem desaibed ab01re. These credits, based on the 
Company's design dra'l\\ngs, are as follows: 

For each Foot of Trench ............... - ..... - .... ............................... $ ~ 

The provisions of Paragraphs 11.03(3) and 11.03(4) are also a.pplfcable. 

ISSUED BY: Javier J. Portuondo, Director, Rates & Regulatory Strategy- Fl 
EFFECllVE: 'wly 1 01 :1014 
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Page6of f 

11.0S UNDERGROUND SERVICE LATERALS REPLACING EXISTING RESIDENTIAL OVERHEAD SERVICES: 

Applic.Jbaity: 

When requested by the Applicant. the Comp.Jny \WI install l.lllderg"ound sefVice laterals from existing 
overhead lines as replacements for existing overhead 5eiVices to eJ<isting residential buildings containing 
less than five (5) sep.:=te d\~~elling units. 

Rearr~ment of SeiVice Entrance: 

The Applicant shall be responsible for any necessaJ)' rearran~ of his existing electric service entrance 
facilities to acoommodate the proposed underground sefVice lateral in acooroance with the Corl1>any's 
specifications.. 

Trenching: 

The Applic.:mt shall also prollide. at no cost to the ~y. a suitable trench and periorm the backfilting 
and any landscaping. pavement. or other sUt:lble repairs. If the Applicant requests the Company 10 supply 
the trench or l'ei1'IOIIe any additional equipment other than the Service l.ater.II, the charge 10 the Applicant 
for this work shall be based on a specific cost estimate. 

Contribution by Applicant 

The charge excluding trenching costs shall be as follows: 

For Service l.ater.II ··•-oo•••-oooo oooooo• ••·- · ··· ·-···· ·-·····•·oooo ooooooo oo o- oooo oooooo oo-ooooooOO OO ooo~.OO per- service 

11.06 UNDERGROUND OISTRJBlJTION FACIUllES TO MJLllPLE.OCCUPANCY RESIDENTlAL BUJLDINGS: 

( 1) Availability: 

Undergrot.nd electric distribution faci lities may be instllled Ylilhin th<: tract of land upon which multiple
oco.Jpancy residential buildings containing five (5) or more separate cfoM;fling u nits '"II be constructed. 

(2) Contribution by Applicant 

There Ylill be no contribution from the Applie31t so long as the Conl:lany is free to construct the extension in 
the most economical manner, and reasonably fuJI use i s made of the tract of land upon which the multiple
oco.Jpancy buildings Ylill be constructed. Other conditions \\il require a contribution from the Applicant. 

(3) Responsibaity of Applicant 

(a) Furnish details and specffications of the proposed building or COillllex of builcflnQS. The Corrpany YliiJ 
use these in the desiiJl of the electric distnb ution facilfties required 10 render service. 

(b) Where the COI1'fl3ny determines lhat tr.lnsforrners are to be located inside the build ing. the Applicant 
shall provide: 

i. The vatit or vaults necessary for lhe transformers and the associated equipment. ind uding the 
ventila':ion equipment 

ii. The necessary raceways or conduit for the Company's supply cables from the vault or vaults to a 
suilable point five (5) feet outside the building in acooroance Ylith the Company's plans and 
speci!ications. 

iii. C«KKuits underneath al buildings when required for the COI1'fl3ny's supply cables. Such conduits 
shall extend five (5) feet beyond the edge of the buildings for joining to !he Corl1>any's facitnies.. 

iv. The service entrance conductors and raceways from the Appltcants servioe equipment to the 
designated poin1 of delivery within the vault 

ISSUED BY: J avier J. Portuondo, D irector, Rates & Regulatory Strategy - FL 
EFFECllVE: 'HI)' 1 01 :IO·U 
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d_~ DUKE 
~ ENERGY. 

12.05 CONSTRUCTION CONTRACT: 

( 1) GENERAl: 

SECTIONNO. N 
SE\!ElflHm.RE\IlSED SHEET NO. 4..122 
CANCB.S ~REVISED SHEET NO. cl122 

Attachment A 
Page 4 of 4 

Upon acceptance by 1he Applicant of the binding <XlSt estimate, !he ~plicant shall exerute a contract \\i1h the 
Com pany ID perform the construction c:l the undergound di5111bution facilities. The contract shall specify the 
type and character of system to be provided; establish the Facility Olarye ID be paid by ~plicant prior to 
commencement of construction; specify details of construclion to be perfonned by Applicant if any. and 
address any other pertinent terms and conditions including those described in Part (4 ) below. 

(2) FACILilY CHARGE: 

Charge= Remaining net book value of e:ocisiing overhead facilities to be removed: 

plus, removal <Xl5l of existing overhead faal ities: 

rrinus, 

plus, 

rrinus, 

rrinus. 

salvage value of existirg overhead facilities; 

estimated construclion cost of underground facilities including 
underground service latefals 10 residential customers meters a point of 
delivery for general service customers: 

estimated oonstruclion cost of ovem ead faalities including ovemead 
service drops to cus'iOmers' meters; 

qualifying binding <Xl5t estimate fee. 

-....olusim·nus. id17p&r ~a il s (tar iQ QG pgr ~) gf tRQ &JCFbFS 'iPRi"'Riila 

fiiiili;i &~s li<ii ~fi11iiiR• trle net present value ot the ife<:yde 
Opet;l1ional cos5 differerltial induding storm restoralion. 

3 ) CONSTRUCTION BY APPUCANT: 

If agreed upon by both the Applicant and the Company, 1he Applicant may cons111Jct o r install ponions ot the 
underground system as long as such woril meets the ~y's engineering and construction standards. 
The Company will own and maintain the completed dislribution f3citilies upon accepting the system as 
operational. The type ot system provided \WI be detenrined by the Company's standards. 

Any faci lities provided by the Applicant will be in.spec:ed by ~ny inspectots prior to acceptance. Any 
deficiencies disoovered as a result of these inspections wiD be corre<:ted by the Applicant at his sole expense, 
inclucling the <XlSts incurred by perfornjng the inspections. Corredions must be made in a timely manner by 
the Applicant. olhel\\\se the Com pany \\i!l undertake 1he correction and bill !he Applicant for all costs of such 
correction. These <Xl5ts sha!l be additional to the original bindi~ estimate. 

ISSUED BY: Javie r J . Portuondo, Director, R.rtes & Regulaloly Strategy- FL 

EFFEC11VE: Jyly 1 Q, 2Q14 
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Docket No. 160175-GU - Petition for review and determination on the ~roj edf) 

construction and gas transportation agreement between NUl Uti lities, Inc. d/b/a 

City Gas Company of Florida and Florida Crystals Corporation, and approval of 

an interim service anangement. 

AGENDA: 07/13117- Regular Agenda- Decision Prior to Hearing - Parties May Participate 

COMMISSIONERS ASSIGNED: All Commissioners 

PREHEARING OFFICER: Brown 

CRITICAL DATES: None 

SPECIAL INSTRUCTIONS: None 

Case Background 

On May 4, 20 17, Florida City Gas (FCG, City Gas, or Company) and Florida Crystals 

Corporation (Florida Crystals or Crystals) filed a joint petition to approve the Amended and 

Restated Gas Transportation Agreement (Amended and Restated GT A). The proposed Amended 

and Restated GTA is a negotiated special contract between City Gas and Crystals that, with the 

Commission 's approval, wi ll resolve all issues in this docket. FCG is an investor-owned natural 

gas utility subject to the Commission' s jurisdiction, pursuant to Section 366.02(1), Florida 

Statutes (F.S.). Florida Crystals is a national sugar manufacturer and a large commercial 

transportation customer of FCG. 

This docket was initiated on July 22, 2016, by City Gas's Petition for Review and Determination 

on the "Project Construction and Gas Transportation Agreement (GTA) between NUl Util ities, 

FPSC Commission Clerk
FILED JUN 29, 2017DOCUMENT NO. 05613-17FPSC - COMMISSION CLERK
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Inc. d/b/a City Gas Company of Florida and Florida Crystals Corporation dated April 24, 2001" 
and Approval of an Interim Service Arrangement. City Gas filed a subsequent Motion for 
Approval of a Temporary Interim Service Arrangement on August 31, 2016. Florida Crystals 
filed several preliminary, procedural motions including: a Motion to be Designated a Party or in 

the Alternative Motion to Intervene; a Motion to Dismiss City Gas's Petition, along with a 
Request for Oral Argument; and a Response in Opposition to City Gas's Motion for Approval of 
a Temporary Interim Service Arrangement, along with a Request for Oral Argument. On 

September 19, 2016, City Gas filed its Response in Opposition to Florida Crystals' Motion to 

Dismiss Petition. 

On October 18, 2016, staff issued a Notice of Apparent Violation to City Gas, which stated that 
the Utility appeared to be in violation of Rule 25-9.034, Florida Administrative Code (F.A.C.), 
for failing to submit its April 24, 2001 contract with Florida Crystals for the Commission's 
approval prior to its execution. City Gas filed its Response to Notice of Apparent Violation on 

November 1, 2016, and Florida Crystals filed comments concerning City Gas's Response to 
Notice of Apparent Violation on November 17, 2016. Subsequently, the parties submitted the 
Amended and Restated GTA for the Commission's review and approval. Additionally, City Gas 

has represented to staff that the Company is not a party to any other contract that should have 

been submitted to the Commission for its approval prior to the contract's execution. As such, 
staff is not pursuing a show cause action. However, if any such contracts are identified in the 
future, staff intends to bring a subsequent recommendation that show cause proceedings be 
initiated. 

At the December 6, 2016 Agenda Conference, after considering the written and oral arguments 
provided by the parties, the Commission voted: (1) to deny Crystals' Motion to Dismiss; (2) to 
set the matter for hearing; (3) to grant Crystals' Motion to be Designated a Party or in the 

Alternative Motion to Intervene; (4) to deny City Gas's August 31, 2016 Motion for Approval of 
a Temporary Interim Service Arrangement; and (5) that the Make-Up Period GTA rates will be 

in effect for a transition period beginning on December 6, 2016, subject to true-up, until a final 
Commission decision in this docket. That vote was codified in Order No. PSC-16-0581-PCO
GU.' 

On January 6, 2017, Florida Crystals filed its timely Unopposed Motion for Clarification of 

Order No. PSC-16-0581-PCO-GU, pursuant to Rules 25-22.0376 and 28-106.204, F.A.C. The 
Commission approved Crystal's Motion for Clarification in Order No. PSC-17-0062-FOF-GU. 

On January 24, 2017, the Commission issued an Order Establishing Procedure which established 
the guidelines and schedule for an administrative hearing as approved by the Commission at its 
December 6, 2016 Commission Conference. Accordingly, in compliance with Section 366.06(2); 
F.S., an administrative hearing was scheduled beginning on September 12, 2017, with additional 
dates of September 13-14, as needed. 

1 Order No. PSC-16-0581-PCO-GU, issued December 27, 2016, in Docket No. 160175-GU, In re: Petition for 

review and determination on the project construction and gas transportation agreement between NUl Utilities, Inc. 

d/b/a City Gas Company of Florida and Florida Crystals Corporation, and approval of an interim service 

arrangement. 
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On April 25, 2017, the joint petitioners provided staff a settlement agreement dated April 19, 

2017. Additionally, on April 25, 2017, staff held a noticed meeting with the parties to discuss the 

progress of the negotiations between the two parties, the settlement agreement, a proposed 
amended and restated GT A, cost support overview, and a joint petition to be submitted for 

Commission review and consideration. 

On May 3, 2017, City Gas and Crystals filed a joint motion to suspend the hearing schedule set 
forth in Order No. PSC-17-0033-PCO-GU, issued on January 24, 2017. 

On May 4, 2017, the City Gas and Crystals submitted a joint petition seeking Commission 

approval of the Amended and Restated GTA in its entirety. The Amended and Restated GTA is 
attached as Exhibit A to the joint petition. In addition, the petitioners provided a copy of the 
Settlement Agreement for informational purposes (Exhibit B in the joint petition). The 

petitioners note that the parties are not seeking Commission approval of the Settlement 
Agreement. Confidential portions of the filing were submitted separately on May 5, 2017. 
Approval of the Amended and Restated GTA would obviate the need for a hearing in this matter. 

This is stafr s recommendation on the Amended and Restated GT A. 

On May 8, 2017, the Commission issued Order No. PSC-17-0161-PCO-GU suspending the 

hearing schedule. 

On May 10, 2017, after review of City Gas's newly filed, revised, confidential data, staff issued 

its second data request to City Gas for which redacted responses were received on May 24, 2017, 
and the confidential portions of the responses were received on May 25, 2017. The Commission 

has jurisdiction over this matter pursuant to Sections 366.04, 366.05, and 366.06, F.S. 
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Discussion of Issues 

Issue 1 

Issue 1: Should the Commission approve the Amended and Restated GT A? 

Recommendation: Yes, the Commission should approve the Amended and Restated GT A 
effective July 13, 2017. City Gas should make a refund to Crystals equal to the difference 

between the temporary rates approved pursuant to Order No. PSC-16-0581-PCO-GU and the 
final rates for the Extended Term included in the Amended and Restated GT A, as applied and 
calculated with respect to Crystals' usage of gas transportation service from November 16, 2016, 
through and including the date on which the Commission's order approving the Amended and 

Restated GTA becomes final by operation of law. City Gas should make such refund, including 

interest, either by a direct payment to Crystals or by crediting the full amount of the refund to 

Crystals' bills for service beginning on the date the Commission order becomes final by 
operation of law and continuing until the full refund amount has been credited to Crystals' bills 
as the parties jointly requested. As provided in Order No. PSC-16-0581-PCO-GU, the amount of 
interest shall be calculated pursuant to Rule 25-7.091(4), F.A.C. City Gas and Crystals should 

file an executed copy of the Amended and Restated GT A with the Commission within 1 0 days of 
the issuance of the final order by the Commission. (Draper, Guffey, Rome) 

Staff Analysis: Prior to discussing the Amended and Restated GT A, staff offers the following 
brief summary of the nature and status of the original GT A. 

Background 
The original GTA was executed by City Gas and Crystals on April 24, 2001, and has a 30-year 
term. The GT A contains a Primary Term, a Make-Up Period, and an Extended Tenn. The rates 
of the Extended Term differ from the rates applicable during the prior two terms. The duration of 

the Extended Term is 15 years; Crystals provided documentation in response to staffs first data 
request to support its assertion that the Extended Term began on November 15, 2016. 

At the December 6, 2016 Agenda Conference, the Commission voted to approve the staff 

recommendation to leave the Make-Up Period GT A rates in effect beginning on December 6, 
2016, subject to true-up, until a final Commission decision in this docket. The Commission 
stated in Order No. PSC-16-0581-PCO-GU that this temporary solution would allow City Gas 

and Crystals additional time to negotiate a mutually acceptable operating arrangement. After 
extensive negotiations, City Gas and Crystals developed the proposed Amended and Restated 
GTA which was submitted as ajoint petition for Commission approval on May 4, 2017. 

Amended and Restated GTA 
City Gas and Crystals jointly submitted the Amended and Restated GT A for Commission 
approval in an effort to resolve all issues in this docket including a going-forward service 
arrangement that complies with applicable regulatory requirements.2 City Gas and Crystals have 
agreed to certain key amendments to the original GT A which have been incorporated into the 
Amended and Restated GT A, including those listed below: 

2 Joint Petition, page 3, paragraph 4; May 4, 2017 
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Issue 1 

• Modifications to the contract term to provide that the duration of the Extended Term 
would be from November 16, 2016 through November 15, 2031, with an option to extend 
for an additional five years, 

• A provision to allow Crystals to request additional quantities of gas over and above the 
Maximum Daily Contract Quantity (MDCQ) on a non-firm basis, and 

• Modifications to the rates included in the original GTA. 

Staffs examination of the .proposed Amended and Restated GT A considered factors which 

would have an impact on coverage of the cost to serve Crystals. These factors include projected 
gas transportation volumes, allocation of costs to Crystals, and modifications to the rates paid by 

Crystals. These factors are discussed below. 

Projected Gas Transportation Volumes 
The confidential exhibits supporting the joint petition seeking approval of the Amended and 

Restated GT A contain projections of the number of therms that City Gas anticipates will be 
transported on behalf of Crystals through 2031. These quantities differ from the volumes 

historically used by Crystals. Accuracy of volume forecasts is essential to a determination 
regarding whether or not sufficient revenues would be generated under the revised contract to 

cover City Gas's cost of serving Crystals. · 

In response to staffs second data request, City Gas offered several statements to support the 
assertion that Crystals' prospective transportation volumes will equal or exceed the quantities 
indicated in City Gas's confidential break-even analysis.3 As reflected in the information 
provided in support of the joint petition, City Gas has been transporting significantly increased 
amounts of gas on behalf of Crystals over the past several years. City Gas further stated that the 

process of negotiating the Amended and Restated GT A with Crystals reaffirmed a reasonable 
expectation of continued future growth in service to Crystals. City Gas represented that for 
Crystals, it was imperative that Crystals have access to the MDCQ provided for in the Amended 

and Restated GT A. In addition, Crystals sought a further increase in potential transportation 
service in excess of the MDCQ on a non-firm basis. City Gas averred that in its experience, a 

customer does not request availability of additional gas transportation capacity unless the 

customer has a reasonable expectation of need. 

City Gas acknowledged that Crystals' actual transportation volumes may not exceed what is 
projected for 2017 and 2018. However, City Gas asserted that the Amended and Restated GT A 
provides appropriate and effective incentives for Crystals to grow into the maximum potential 
volumes that are available to it under the Amended and Restated GTA. Based on a review of the 
confidential materials provided in support of the joint petition and in response to staffs second 
data request, staff believes City Gas's projections of the gas transportation volumes needed to 
serve Crystals over the remainder of the Extended Term appear to be reasonable. 

3 Revised Confidential Exhibit C-2C; May 25,2017. 
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Allocation of Costs to Crystals 

Issue 1 

The assumptions used in City Gas's cost allocation presentation are key elements that factor into 
a determination of whether or not the Amended and Restated GTA covers City Gas's cost to 
serve Crystals on a going-forward basis. In the joint petition filed on May 4, 2017, City Gas 
included a footnote stating that the confidential cost study analysis provided in support of the 

joint petition differed from materials previously provided to the Commission.4 City Gas stated 
that it had revisited its entire analysis and determined that there were some mathematical errors 

and incorrect assumptions in the previously submitted documentation. City Gas asserted its 
belief that the analysis provided in support of the joint petition was the correct methodology with 
the correct numbers. 5 However, in its May 24 and 25, 2017, responses to staffs second data 

request, City Gas provided a revised confidential cost study exhibit to correct an error in the 

calculation of historical depreciation expense. 

Crystals is served by a lateral connected to a pipeline that is referred to as the East-West 
Pipeline. The East-West Pipeline has a tie-in to Florida Gas Transmission Company, and is used 

by City Gas to transport gas to Crystals and other customers. Therefore, the appropriate 
allocation of the costs associated with the East-West Pipeline to Crystals is relevant. In response 

to staffs second data request, City Gas included a discussion of the steps City Gas took to 
reevaluate its East-West Pipeline allocation factor. 

During that review, City Gas determined that it had not captured all of the actual and potential 
volumes that could be transported and that the prior analysis did not include any excess capacity 

available for future customers.6 City Gas determined that a better measure of pipeline capacity is 
a methodology based upon the maximum hourly flow of Crystals divided by the sum of the 
maximum hourly flow requirements that must be reserved for each customer plus the remaining 

capacity available at the end of the pipeline, rather than using Crystals' proportion of the total 
annual flow volumes. 7 City Gas further noted that in developing this analysis to support the 
proposed rates, it utilized the maximum daily flow reserved for Crystals on a firm service basis 
under the Amended and Restated GT A and not the additional daily capacity that would be 

available on a non-firm basis to Crystals.8 

Staff reexamined the four cost study presentations made by City Gas since the inception of this 
docket in July 2016.9 Based on its review of the information in the record, staff believes that the 
Company's assumptions supporting the revised presentation included in the May 24 and 25, 

2017 responses to staffs second data request appear to be reasonable. 

Staff recognizes that City Gas and Crystals have different views regarding the manner in which 
City Gas's cost allocations to Crystals should be presented. As previously explained in its 
pleadings in this docket, Crystals does not agree that City Gas's method of presentation is the 
methodology contemplated by the Company's tariff, but according to the joint petition, this 

4 Joint Petition, page 8, paragraph 14, footnote 3; May 4, 2017 
s /d. 
6 City Gas Response to Staffs Second Data Request, Question 2; May 24, 2017 
7 !d. . 
8/d. 
9 Original petition, July 22, 20 16; Responses to staffs first data request, November 1, 20 16; Joint petition, May 4 

and 5, 20 17; and Responses to staffs second data request, May 24 and 25, 20 17. 
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Issue 1 

difference of opinion does not detract in any way from Crystals' support for the Amended and 

Restated GT A. In brief, Crystals believes that the correct methodology would show that service 

to Crystals pursuant to the Amended and Restated GT A would be even more cost effective than 

indicated by the Company's exhibit. 10 Staff discusses proposed rate modifications and the 

prospective coverage of cost of service below. 

Rate Modifications and Prospective Coverage of Cost of Service 
The proposed rates for the Extended Term of the Amended and Restated GT A are confidential 

and are stated in Section 9 of the proposed agreement. The proposed rates have been modified 

from the temporary rates approved pursuant to Order No. PSC-16-0581-PCO-GU and apply 

whether gas is delivered on a firm or a non-firm service basis. The proposed rates per therm are 

less than the temporary rates currently in place, but are more than the rates that Crystals would 

have paid during the Extended Term under the original GTA. Staffs analysis focused on 

whether the proposed rates would cover City Gas's cost to serve Crystals on a going-forward 

basis. 

With regard to the proposed rates, City Gas addressed the prospective coverage of cost of service 

in the confidential exhibits filed in support of the joint petition and in the revised exhibits 

provided in the Company's response to staffs second data request. Based on staffs review of the 

information provided by City Gas, staff believes that the Company has made a reasonable 

demonstration that the proposed rates included in the Amended and Restated GT A are sufficient 

io cover City Gas's cost to serve Crystals. 

As noted above, City Gas and Crystals disagree regarding the exact cost standard that should be 

applied. However, based on staffs review of the prospective cost of service information 

provided in support of the Amended and Restated GTA, staff believes that the joint petitioners' 

assertion " ... that the revenues to be provided by Florida Crystals pursuant to the Amended & 

Restated GTA will satisfy either Party's proposed cost standard ... " 11 appears to be reasonable. 

Staffs assessment that the joint petitioners' representation is reasonable should not be construed 

as a final determination regarding which of the parties' cost standards should be applied. 

True-Up 
Order No. PSC-16-0581-PCO-GU provides for a true-up between City Gas and Crystals. Since 

the proposed rates included in the Amended and Restated GT A are less than the temporary rates 

currently in effect, Crystals would be entitled to a refund from City Gas under the true-up 

provisions in the referenced order. The confidential amount of the portion of the refund 

accumulated for the period December 2016 through March 2017 was included in the revised 

Exhibit D submitted by City Gas in response to staff's second data request. As agreed upon by 

the joint petitioners, the duration of the true-up period is from November 16, 2016, through the 

date the order approving the Amended and Restated GT A is final by operation of law. When this 

order becomes final, the full amount of the refund, including interest, will be determined. 

10 Joint Petition, page 8, paragraph 14, footnote 3; May 4, 2017 
11 Joint Petition, page 12, paragraph 19, footnote 4; May 4, 2017 
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Conclusion 

Issue 1 

Staff believes that the Amended and Restated GT A negotiated by City Gas and Crystals 

represents a viable business solution between the joint petitioners as encouraged by the 

Commission in Order No. PSC-16-0581-PCO-GU. Based on its review of the filings in this 

docket, staff believes that the proposed contract rates cover City Gas's cost to serve Crystals and 

thus provide sufficient protection for City Gas's general body of ratepayers. 

Therefore, staff recommends that the Commission approve the Amended and Restated GT A 

effective July 13, 2017. As requested in the joint petition, City Gas should make a refund to 

Crystals equal to the difference between the temporary rates approved pursuant to Order No. 

PSC-16-0581-PCO-GU (which are the Make-Up period rates under the original GT A) and the 

final rates for the Extended Term included in the Amended and Restated GT A, as applied and 

calculated with respect to Crystals' usage of gas transportation service from November 16, 2016, 

through and including the date on which the Commission's order approving the Amended and 

Restated GT A becomes final by operation of law (i.e., the time for filing a notice of appeal has 

expired or any appeals have been decided). 

City Gas should make such refund, including interest, either by a direct payment to Crystals or 

by crediting the full amount of the refund to Crystals' bills for service beginning on the date the 

Commission order becomes final by operation of law and continuing until the full refund amount 

has been credited to Crystals' bills as the parties jointly requested. As provided for in Order No. 

PSC-16-0581-PCO-GU, the amount of interest shall be calculated pursuant to Rule 25-7.091(4), 

F.A.C. City Gas and Crystals should file an executed copy of the Amended and Restated GTA 

with the Commission within 10 days of the issuance of the final order by the Commission. 
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Issue 2: Should this docket be closed? 

Issue 2 

Recommendation: If the Commission approves staffs recommendation in Issue 1, this 

docket should be closed. If the Commission does not approve staffs recommendation in Issue I, 

this docket should remain open to continue the hearing process. (DuVal) 

Staff Analysis: If the Commission approves staff's recommendation in Issue 1, this docket 
should be closed. If the Commission does not approve staffs recommendation in Issue 1, this 

docket should remain open to continue the hearing process. 
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	Beaches should be required to file revised tariff sheets no later than one month prior to the actual date of the required rate reduction. The Utility also should be required to file a proposed customer notice setting forth the lower rates and the reas...
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