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FLORIDA PUBLIC SF.RVl CE COMMI SSION 

Capital Circle Office Center • 2540 Shuma r d Oak Boulevard 
Tallahassee, Florida 32399- 0850 

TO: 

PROM: 

RB: 

AGENDA: 

H~H Q& AH QJJ M RECEiVED 
'·1 • I 7 I f1H 
/t) j5 

MI\Y 7, 1998 

·' 1>\ ~ J f{ol)t)rl "IJ 

DIRECTOR, DI VISION OF RECORDS AND REPORTING (BAYO) 

DI VISION OF ELECTRIC & GAS (GO~ BR&MAN ) p tt?f-• 
DIVISION OF LEGAL SERVICES (PAUGH) tf 9P (\ J E J"Di:f 
DOCXBT NO. 980436- EI PETITIONS FOR APPROVAL OF 
ONDBRGROOND RESIDENTIAL DISTRIBUTION TARIFF REVISIONS BY 
FLORI DA POWER & LIGHT COMPANY AND FLORIDA POWER 
CORPORATION. 

MAY 19, 1 998 REGULAR AGENDA 
I NTERESTED PERSONS MI\Y PARTICIPATE 

TARIFF FILING 

CRITICAL DATES: 60 - DAY SUSPEN3ION DATE: MI\Y 29, 1998 

SPECIAL INSTRUCTIONS: S:\PSC\BAG\WP\980436BI .RCM - The attachments 
included with t he recoaxnendatio n are not in the electronically 
filed version. 

CME BACKGROUND 

Rule 25-6.078, Florida Administ rative Code, requires utilities 
to file updated underground residential distribution (URD) charges 
for Commission approval at least every three years or sooner if a 
utility• s underground cost differential for t he standard lo~o· 

density subdivision varies from the last a pproved dif ferential by 
10 percent or more. The URD charges represent the additional costs 
to provide underground service in place of standard overhead 
service. In order to determine whether o r no t the u t .ilitieo arc 
within the 10 percent threshold, each company io required to file 
overhead and underground costs for its low -density subdivision o n 
Schedule 1, Form PSC/EAG 13 by October l 5 of each year . I f a 
utility's cost different ial between its overhead and underground 
costs e xceed the 10 percent threshold, the util ity is requ ired to 
submit. a complete filing on o r before April 1 o f the following 
year. Al l four major investo r -owned util i ties have filed their 
Schedule 1' s showing their c urrent URO low-density subdivision 
costs with the Division of Electric and Gas. Because Florida Power 
& Light Company's (FP&L) low-dcnsit.y subdivision differential 
decreased by mo re than 10%, FP&L submitted a comple te fil i ng on 
March 30,1998. Gulf Power Company and Tampa Electric Company have 
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c hos en not to file updated URO charges f or 1998 since eac h 
company's low-density subdivision different i a l o nl y decreaseJ by 
appro ximately 2.0\' . Even though Florida Powe r Corporat i on's (FPC) 
low-density subdivision cost differential inc reased by 8.6\' (less 
than the lOt threshold) , FPC submitted a compl e te filing . FPC 
stated that it believed a filing was appropriate since URD cost 
differentials in t wo other categories increased by more than lOt 
representing a change in FPC's design and const ruc tion standards. 
Both FPC's and FP&L's proposed changes were accompanied by work 
papers explaining their derivation. 
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lSSVE 1 : Should the Commission approve Flor ida Power Corporation's 
and Florida Power & Light Company's updated tar1 f( sheets and 
charges associat ed with the instalLation of underground electric 
distribution facilities? 

RECOMMENJ)ATION : 
approved. 

Yes. The changes are appropriate and should be 

MTAPP AHALYSIS : The underground residential distribution (URD) 
tariffs provide customers with standard charges for certain types 
of undergr ound service. Each utility develops the basic charges 
based on the same three model subdivisions: a 210 -lot low-density 
single-family home subdivision, a 176-lot high dens1 t y subdivision 
served by individual meters, and a 176-lot high density mobile home 
subdivision served by ganged meters. 

The dif fe r ential rates for these subdivisions arc developed by 
estimating the cost per unit of both underground service and 
overhead service . The difference between these numbers is the per 
unit charge t hat customers must pay when they request underground 
service in lieu of standard overhead service. The estim1tes are 
based on each company's standard engineering and design practices, 
and i ncorporate company-wide material costs and labor r~ tes. Table 
1 below shows the proposed 1998 dif ferentials. 

TABLE 1 

1 998 DNDBRGRODND PBR LOT DI PFBRBNTIAL COSTS 

RBSI OBNTI .AL SUBDIVISI ONS FPC FPL 

Low-density $264 $268 

High-Densit y Ind ividual 
Meters $181 $190 

High - Density Ganged Meters 
$65 so 

Tables 2, 3, and 4 show compariso~s between the existing and 
proposed underground differentials for each subdivision ~ype. 
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TABLE 2 

1998 OVERHEAD VS UNDERGROUND PER LOT cos~ DIPPERENTlAI~ • ' 
210-Lot Low-
Density 1997 1998 Percent (t) 
Subdivision Existing Proposed Change 

FPC $24 3 $26 4 8.64\" 

PPL S109 S268 - 13 27\ 

TAUI,B 3 

1998 OVERHEAD VS UNDERGROUND PER LOT COST DIFFERENTIALS • 
176- Lot 
High-Density 
Individual 
Meters 

FPC 

FPL 

1?6- Lot 
High- Density 

Meters 

FPC 

FPL 

1997 
Existing 

$128 

S224 

TABLE 4 

$22 

- II • 

I 
1998 Percent (t) 

Proposed Change 

$181 4 1.4U 

S190 - 15 18\ 

1998 Percent (t) 

983.33\ 

so 
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FPC's cost differentials have increased from the prior year 
for all three types of subdivision. The increases are largely due 
to changes in its design and ~onstruction standards. 

The 210-lot low-density subdivision cost differential 
increased , primarily as a result of an increase in the assumed 
loading requirements that were revised to improve reliability. The 
change requires more transformers to serve both the underground and 
overhead subdivisions and a larger cable for the service laterals 
used in the ~nderground subdivision. Because underground 
transformers are more expensive than overhead trans f ormers, 
increasing the number of transformers used for both appl ications 
caused the cost differential between the ove rhead and underground 
subdivisions to increase. The additional cost of using larger 
cable for the underground ser-Vic e lateral s also increased the cost 
differential between overhead and underground service. The net 
effect was an 8.6\ increase . 

FPC also made changes to its 176 - lot high- density individually 
metered and ganged metered underground subdivision designs in order 
to improve reliability . FPC increased the size of its secondary 
cable for the underground applications to reduce ~flicker• at the 
customer ' s home. 'Flicker~ occurs when a large electrical 
appliance such as a central air condition turns on resul ting in a 
voltage drop which slows or dims other electrical appliances. FPC 
indicated that larger air conditioners, specifically in the high
density s ubdivisions, are becoming more common wh ich have caused A 
a flicker" problem in the underground application. Larger cable 
will reduce voltage l oss on the secondary lines and reduce the 
Mflicker" effect. The added expense for the larger cable 
represents the major change in the cost differential between the 
overhead and underground applications, but appears necessary to 
provide adequate reliability. In addition to reliability 
improvements, PPC changed its underground 176 - lot individually 
metered subdivision design to reflect current installation 
practices. The new design provides for ba~k -lot service laterals 
whi ch r equire more service cable than used previously, thuo 
i ncreasing the cost d ifferential between overhead and undef'ground 
i nstallation. 

FP&L's cost differentials decreased uniformly f o r all three 
subdivisions. The decrease resulted from lower underground labor 
rates and lower ,..ngineering expense. Engineering expense is 
determined as a percentage of material and labor costs. The 
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percentage used for both overhead and underg t·o und , decreased fro m 
17. 64\ in 1997 t o 1 5 . 69\ in 1998 . Since total unde rg r ound costs are 
higher than overhead costs, the nomi na l engineering expenoe 
dec reased more (or the under ground subdiv1oion, c aus ing the cost 
differentia l to decrease. Note t ha t t he actual cost dif!erential 
for FP&L's high-densi ty ganged meter subd i v is1on is $4.22, however, 
since this a mount is relat ively small, FP&L ha s proposed to wave 
the URD charge. 

In addition to the p r oposed changeo for t he t hree 
subdivisions, both companies revised tha ir l ateral a nd f eeder 
installation c harges and c redits . These c harges and cred i t s we re 
determined cons i stent with t he above charges. 

Staff has reviewed all the proposed c hanges and recommends 
that they be approved. The att ac hed Schedules 1 t hrough 3 a r e f o r 
informational purposes . Schedule 1 contains a comparison o f 
present and proposed underground and overhead per unit costs 
s egregated into labor and material costs . Schedule 2 contains a 
series o f g raphs which show the total unde rground and nverhead 
coots for each subdi vision t ype f or yearo 1 975 through 1998. 
Schedule 3 provides a detailed br~akdown o f the overhead and 
underground per lot coots whic h were used to arrive at the 
differential c harges. 

ISSQB 2: What are the appropriate effective dates for the revised 
tariffs? 

R.BcottmNDI\TION; 'The effective dates for t he revised tariffs should 
be : 

FPL: 30 dayo from date o f the Commission vote. 
FPC: May 19, 1998 . 

STAPF ANALXSIS; If t he Commission approve s t he revised t ari f fs , 
FPC's should become effective immediately. FPL r equested t hat ito 
t ariffs become effec tive 30 days from t he date o f the Commiss ion 
vote approving the ta r itfs . 
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ELECTRIC UTIUTIES 
OVERHEAD AND UNDERGROUND COSTS 

1998 NOTES 

(a) "MATERlAL" · INCLUDES SAllS TAX. 

(b) "SERVICE" • 
INCLUDES METER 

(c) "STORES HAN DUNG" · 
fPC · liS (1998, 1997, 1996), OF AU. MATERJAl. EXCEPT TRANSFORMERS AND METERS. 

FPL • 8 .65S (1998), 9 .24S (1997), II.Sl S ( 1996) OF All MATERIAL EXCEPT METERS. 
· 4 .32.SS (1998), 4.62S (1997), S.7SS (1996) OF METERS. 

(d) "LABOR" · INCLUDES ADMINISTRATIVE EXPENSES, GENERAL EXPENSES AND TRANSPORTATION. 

(c) "ENGINEERING" · 

SCHEDVLf J 

hJ< s OF s 
Dad., -.Jl>El 

FPC · US (1998, 1997, 1996) OF All MATEJUAL AND LABOR EXCEPT TRANSFORMERS AND METERS. 

FPL • IS.69S (1998), 17.64S, (1997),23 . 11" (1996) OF All MATERJAL AND LABOR. 
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