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Utilities FILED: July 16,2013

PETITION FOR EXPEDITED REVIEW OF ELECTRIC RATE STRUCTURE
FOR GAINESVILLE REGIONAL UTILITIES

Petitioners Eye Associates of Gainesville, LLC' and Deborah L. Martinez (“Petitioners™),
by and though undersigned counsel, and pursuant to Sections 120.569, 120.57(1), 366.02(2), and
366.04(2)(b), Florida Statutes and Rules 25-22.036, 28-106.201, and 25-9.051(7), Florida
Administrative Code, hereby petition the Florida Public Service Commission (“Commission”)
for expedited review of the electric rate structure for Gainesville Regional Utilities. In support

thereof, the Petitioners state as follows:

INTRODUCTION

1. Gainesville Regional Utilities (“GRU”) d/b/a City of Gainesville is a municipal
utility serving over 90,000 customers in Alachua County, Florida. GRU’s headquarters are
located in Gainesville, Florida.

2. Petitioners are Commercial and Residential customers receiving electric service
from Gainesville Regional Utilities (“GRU”). Petitioners seek expedited review of the existing
and proposed GRU electric rate structure to ensure that the electric rate structure is fair, just, and
reasonable, non-discriminatory, allocates the recovery of costs appropriately between the
customer classes, and allocates the recovery of costs equitably between members of a customer

class. Petitioners request for expedited review is based upon the results of the cost of service

! The customer of record for this commercial account is William A. Newsom, M.D.
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study initiated by GRU, and the electric rate structure changes that GRU has recently proposed to
implement effective October 1, 2013. This petition may be subsequently amended to add
additional petitioners.

3. The Commission has jurisdiction over the electric rate structure of a municipal
utility pursuant to Sections 366.02(2) and 366.04(2)(b), Florida Statutes.

4. Any pleading, motion, notice, order or other document required to be served upon
the Petitioners or filed by any party to this proceeding should be served upon the following
individual:

Nathan A. Skop, Esq.

420 NW 50" Blvd.
Gainesville, FL 32607

Phone: (561) 222-7455
E-mail: n_skop@hotmail.com

5. A conformed copy of this Petition has been provided to GRU and the Office of

Public Counsel (“OPC”) contemporaneously with the filing of this Petition.

BACKGROUND

6. GRU electric rates are among the highest in the State of Florida. As an
illustrative example, a GRU non-demand business customer using 1,500 kWh per month paid
approximately $71.23 more per month than a similar FPL customer in December 2012. In 2014,
GRU is expected to have the highest electric rates in the State of Florida across all rate classes.

High electric rates are a competitive and economic disadvantage for business and residential



customers served by GRU in Alachua County. Rate structure inequities between, or within,
customer rate classes further aggravates the problem of high electric rates.’

7. GRU has significantly overcharged its customers for fuel over the past three years
in violation of its own unwritten internal policies and City Ordinance in order to hide the true
rate impact of the GREC contract.’” The projected balance of these overcharges is expected to
reach $26.2 million on September 30, 2013. In sharp contrast, every electric utility in the State
of Florida, except GRU, has passed millions of dollars of fuel savings onto their customers
during this same period of time.

8. On or about October 20, 2011, the Gainesville City Commission authorized GRU
to execute a contract with Baker Tilly Virchow Krause, LLP (“Baker Tilly”) to provide cost of
service and utility rates studies. Prior to hiring Baker Tilly, GRU had performed cost of service
and utility rates studies internally for a number of years.

9. On or about April 3, 2012, Baker Tilly provided GRU with a preliminary draft
report of the electric revenue requirements and forecasted electric cost of service analysis for the
projected 2013 test year. Page 35 of this report compared the electric cost of service to the
forecasted revenues at current rates by customer class. A true and correct copy of Page 35 is

attached herein as Exhibit A. Exhibit A indicated that:

? Corresponding electric rates for the City of Alachua are substantially lower than those paid by GRU customers
notwithstanding the fact that the City of Alachua purchases their power from GRU under a wholesale contract.

* In April 2009, GRU entered into a $3.1 billion, thirty (30) year contract to purchase 100 MW of biomass power at
a cost of approximately $130 MWh. GRU has recently admitted that the monthly residential rate impact from the
GREC contract is approximately $30 per 1,000 kWh on a standalone basis. To date, GRU has been unable to sell
any of this excess power at the same contractual price that GRU customers are obligated to pay. The cost of
purchased power will be recovered through the fuel adjustment charge. The annual cash payment obligations under
the GREC contract are approximately $102.5 million per year beginning in 2014.



The cost of service for the electric wholesale customer class was
approximately 45.48% to 48.97% higher than forecasted revenue at current
rates.

The cost of service for the electric general non-demand customer class was
approximately 14.88% lower than forecasted revenue at current rates.

The cost of service for the electric general demand and electric large power
customer class was approximately 5.36% and 6.59% lower; respectively than
forecasted revenue at current rates.

The cost of service for the electric residential customer class was

approximately 3.30% higher than forecasted revenue at current rates.

10. On or about November 20, 2012, Baker Tilly provided GRU with a presentation

summarizing the revenue requirement, cost of service, and rate design recommendations (‘“‘Baker

Tilly Presentation”). Slide 33 of the Baker Tilly Presentation compared the electric cost of

service to the forecasted revenues at current rates by customer class. A true and correct copy of

Slide 33 is attached herein as Exhibit B. Exhibit B indicated that:

The cost of service for the electric wholesale customer class was
approximately 49.11% higher than forecasted revenue at current rates.

The cost of service for the electric general non-demand customer class was
approximately 7.88% lower than forecasted revenue at current rates.

The cost of service for the electric general demand and electric large power
customer class was approximately 4.16% and 4.50% lower; respectively than

forecasted revenue at current rates.



e The cost of service for the electric residential customer class was
approximately 4.83% higher than forecasted revenue at current rates.

11. Slide 36 of the Baker Tilly Presentation also indicated that GRU commercial class
customers are subsidizing the Alachua wholesale contract to the benefit of the residential class
customers. A true and correct copy of Slide 36 is attached herein as Exhibit C.

12. On or about July 12, 2013, GRU publically disseminated the GRU Proposed
Annual Operating Budget for FY2014 (“GRU Budget”). The GRU Budget proposed a 10.6% to
11.0% monthly electric bill increase for Commercial class customers." The proposed rate
increase results from a substantially higher monthly electric customer charge and electric fuel
adjustment charge increase ($20.00 per 1,000 kWh), offset slightly by a lower energy rate in the
base rate portion of the bill. Commission review of the existing and proposed rate structure is
required because the Gainesville City Commission, as the Board of Directors of GRU, lacks the
technical and utility regulatory expertise to independently determine whether the existing rate
structure and proposed Commercial rate structure addresses the cost of service and rate structure
inequities identified within the Baker Tilly analysis.

13. The GRU Budget also proposed to substantially revise the rate structure for the
Residential customer class. Under the GRU modified tier proposal (two tier), GRU proposes to
decrease the base rate portion of the 1,000 kWh monthly residential electric bill by
approximately 33.0% in FY14 (from $76.67 in FY13 to $57.65 in FY14) to offset the

corresponding $20.00 per 1,000 kWh increase in the fuel adjustment charge resulting from the

* In November 2010, GRU extended the term of the wholesale power contract with the City of Alachua for a period
of 10 years. Pursuant to Exhibit 2 of the contract, GRU cannot renegotiate the pricing of the contract within the first
(5) years. At present, the corresponding electric rates for the City of Alachua customers are substantially lower than
those paid by GRU customers. GRU considers the Alachua wholesale contract to be native load.



GREC contract.” The GRU modified tier rate structure is inequitable within the residential rate
class to the extent that its shifts the majority of the proposed rate increases to customers using
less than 1,000 kWh and large families using more than 1,000 kWh. The inequality of the
proposed GRU modified tier rate structure is illustrated by red line of the graph in Exhibit D.
Exhibit D graphs the distribution of the GRU monthly residential rate increase (FY14 —FY13) as
a function of usage within the rate class. Alternatively, GRU proposes to use the existing three
tier rate structure under which it will substantially increase the monthly customer charge while
revising the base rate energy charges within each tier. The effect of GRU proposal using the
existing tiers is illustrated by blue line of the graph in Exhibit D. Commission review of the
existing and proposed residential rate structure is required because the Gainesville City
Commission, as the Board of Directors of GRU, lacks the technical and utility regulatory expertise
to independently determine whether the existing rate structure and proposed rate structure
addresses the cost of service and rate structure inequities identified within the Baker Tilly
analysis.

14. GRU has not sought input from affected Commercial and Residential customer

class stakeholders prior to proposing changes to the existing rate structure.

DISPUTED ISSUES OF MATERIAL FACT

15.  Whether the existing and proposed GRU electric rate structure is fair, just, and

reasonable?

> This seemingly contradicts the Baker Tilly conclusion that the revenue requirement for the residential rate class
should increase. It appears that GRU is optimizing around a singular point (1,000 kWh) in an attempt to keep its
statewide electric rate comparison metric from being the highest in the state by a wide margin. Moreover, if GRU
has the ability to suddenly decrease the base rate portion of the 1,000 kWh monthly residential electric bill by 33%,
it is difficult to understand why GRU needed to overcharge its customers $26.2 million for fuel.



16.  Whether the existing and proposed GRU electric rate structure is non-
discriminatory?

17.  Whether the existing and proposed GRU electric rate structure allocates the
recovery of costs appropriately between the customer classes?

18.  Whether the existing and proposed GRU electric rate structure allocates the

recovery of costs equitably between the members of a customer class?

RELIEF SOUGHT

19.  Petitioners hereby request expedited review of the existing and proposed GRU
electric rate structure by the Commission to ensure that the electric rate structure is fair, just, and
reasonable, non-discriminatory, allocates the recovery of costs appropriately between the
customer classes, and allocates the recovery of costs equitably between members of a customer
class. Petitioners request for the relief sought is further supported by the signature petitions of
approximately one hundred twelve (112) residential and commercial customers of GRU.

20.  In furtherance of this review, Petitioners request a formal evidentiary hearing to
address the disputed issues of material fact presented above and any other issues within its
jurisdiction that the Commission deems appropriate.

21.  Petitioners request for Commission review is further supported by the initial
signature petitions of approximately one hundred twelve (112) GRU residential and commercial
customers. Original copies of the signature petitions are attached herein as Exhibit E.
Additional signature petitions supporting this Petition will be filed with the Commission as they

become available.



WHEREFORE, Petitioners respectfully requests the Commission to open a docket and
issue a procedural order establishing a hearing schedule in furtherance of conducting an

expedited review of the existing and proposed GRU electric rate structure.

s/ Nathan A. Skop

Nathan A. Skop, Esq.

Florida Bar No. 36540

420 NW 50" Blvd.
Gainesville, FL 32607

Phone: (561) 222-7455
E-mail: n_skop@hotmail.com

Counsel for Petitioners



EXHIBIT A



Gainesville Regional Utilities

Draft Cost of Service Report
Cost of Service Comparison to Current Rates by Customer Class

Page 35

Forecasted Revenues Increase or Percent Increase
Customer Class Cost of Service at Current Rates (Decrease) Required Required

Residential $ 110,593,638 $ 107,057,724 $ 3,535,914 3.30%
General Non Demand 23,601,646 27,726,450 (4,124,804) -14.88%
General Demand 71,502,962 75,551,353 (4,048,391) -5.36%
Large Power 16,649,310 17,824,647 (1,175,337) -6.59%
Street Lighting 4,549,858 4,733,980 (184,122) -3.89%
Alachua Wholesale 13,434,646 9,234,577 4,200,069 45.48%
Seminole Wholesale 9,924,938 6,662,359 3,262,579 48.97%

Total $ 250,256,997 $ 248,791,090 $ 1,465,907 0.59%




EXHIBIT B



Electric Cost of Service

Customer Class Cost of Service

-5

BAKER TILLY

Candor. Insight. Results.

Revenues at Percent

Present Rates Difference Difference

Residential $ 111,298,200

General Non Demand 25,369,669
General Demand 71,774,938
Large Power 16,841,814
Street Lighting 4,605,061
Alachua Wholesale 14,348,725

$

106,171,746 $ 5,126,454 4.83%
27,541,042 (2,171,373) -7.88%
74,893,057 (3,118,119) -4.16%
17,635,921 (794,107) -4.50%

4,733,980 (128,919) -2.712%
9,622,912 4,725,813 49.11%

Total $ 244,238,407 $ 240,598,658 $ = 3,639,749




EXHIBIT C



Electric Cost of Service - Wholesale
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EXHIBIT D



Rate Increase
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EXHIBIT E



PETITION SUPPORTING EXPEDITED REVIEW OF
GAINESVILLE REGIONAL UTILITIES ELECTRIC RATE STRUCTURE
BY THE FLORIDA PUBLIC SERVICE COMMISSION

The undersigned customers of Gainesville Regional Utilities (“GRU”) hereby request and
supportthe expeditedreview of GRU’s proposed electric rate structure by the Florida Public
Service Commission (“FPSC”) to address the cost of service inequities shown in the Baker Tilly
cost of service study commissioned by GRU. FPSC review is necessaryto ensure that the
proposed electric rate structure sought to be implemented by GRU within the FY14 budget is:
(a) fair, just, and reasonable; (b) nondiscriminatory, and reflects the recovery of costs consistent
with providing service to the affected rate classes. FPSC review is further warranted because
the Gainesville City Commission lacks the technical and utility expertise to independently
evaluate the electric rate structure proposed by GRU.
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PETITION SUPPORTING EXPEDITED REVIEW OF
GAINESVILLE REGIONAL UTILITIES ELECTRIC RATE STRUCTURE
BY THE FLORIDA PUBLIC SERVICE COMMISSION

The undersigned customers of Gainesville Regional Utilities (“GRU”) hereby request and
supportthe expeditedreview of GRU’s proposed electric rate structure by the Florida Public
Service Commission (“FPSC”) to address the cost of service inequities shown in the Baker Tilly
cost of service study commissioned by GRU. FPSC review is necessaryto ensure that the
proposed electric rate structure sought to be implemented by GRU within the FY14 budget is:
(a) fair, just, and reasonable; (b) nondiscriminatory, and reflects the recovery of costs consistent
with providing service to the affected rate classes. FPSC review is further warranted because
the Gainesville City Commission lacks the technical and utility expertise to independently
evaluate the electric rate structure proposed by GRU.
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PETITION SUPPORTING EXPEDITED REVIEW OF
GAINESVILLE REGIONAL UTILITIES ELECTRIC RATE STRUCTURE
BY THE FLORIDA PUBLIC SERVICE COMMISSION

The undersigned customers of Gainesville Regional Utilities (“GRU”) hereby request and
supportthe expeditedreview of GRU’s proposed electric rate structure by the Florida Public
Service Commission (“FPSC”) to address the cost of service inequities shown in the Baker Tilly
cost of service study commissioned by GRU. FPSC review is necessaryto ensure that the
proposed electric rate structure sought to be implemented by GRU within the FY14 budget is:
(a) fair, just, and reasonable; (b) nondiscriminatory, and reflects the recovery of costs consistent
with providing service to the affected rate classes. FPSC review is further warranted because
the Gainesville City Commission lacks the technical and utility expertise to independently
evaluate the electric rate structure proposed by GRU.
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PETITION SUPPORTING EXPEDITED REVIEW OF
GAINESVILLE REGIONAL UTILITIES ELECTRIC RATE STRUCTURE
BY THE FLORIDA PUBLIC SERVICE COMMISSION

The undersigned customers of Gainesville Regional Utilities (“GRU”) hereby request and
supportthe expeditedreview of GRU’s proposed electric rate structure by the Florida Public
Service Commission (“FPSC”) to address the cost of service inequities shown in the Baker Tilly
cost of service study commissioned by GRU. FPSC review is necessaryto ensure that the
proposed electric rate structure sought to be implemented by GRU within the FY14 budget is:
(a) fair, just, and reasonable; (b) nondiscriminatory, and reflects the recovery of costs consistent
with providing service to the affected rate classes. FPSC review is further warranted because
the Gainesville City Commission lacks the technical and utility expertise to independently
evaluate the electric rate structure proposed by GRU.
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PETITION SUPPORTING EXPEDITED REVIEW OF
GAINESVILLE REGIONAL UTILITIES ELECTRIC RATE STRUCTURE
BY THE FLORIDA PUBLIC SERVICE COMMISSION

The undersigned customers of Gainesville Regional Utilities (“GRU”) hereby request and
supportthe expeditedreview of GRU’s proposed electric rate structure by the Florida Public
Service Commission (“FPSC”) to address the cost of service inequities shown in the Baker Tilly
cost of service study commissioned by GRU. FPSC review is necessaryto ensure that the
proposed electric rate structure sought to be implemented by GRU within the FY 14 budget is:
(a) fair, just, and reasonable; (b) nondiscriminatory, and reflects the recovery of costs consistent
with providing service to the affected rate classes. FPSC review is further warranted because
the Gainesville City Commission lacks the technical and utility expertise to independently
evaluate the electric rate structure proposed by GRU.
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PETITION SUPPORTING EXPEDITED REVIEW OF
GAINESVILLE REGIONAL UTILITIES ELECTRIC RATE STRUCTURE
BY THE FLORIDA PUBLIC SERVICE COMMISSION

The undersigned customers of Gainesville Regional Utilities (“GRU”) hereby request and
supportthe expeditedreview of GRU’s proposed electric rate structure by the Florida Public
Service Commission (“FPSC”) to address the cost of service inequities shown in the Baker Tilly
cost of service study commissioned by GRU. FPSC review is necessaryto ensure that the
proposed electric rate structure sought to be implemented by GRU within the FY14 budget is:
(a) fair, just, and reasonable; (b) nondiscriminatory, and reflects the recovery of costs consistent
with providing service to the affected rate classes. FPSC review is further warranted because
the Gainesville City Commission lacks the technical and utility expertise to independently
evaluate the electric rate structure proposed by GRU.
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PETITION SUPPORTING EXPEDITED REVIEW OF
GAINESVILLE REGIONAL UTILITIES'ELECTRIC RATE STRUCTURE
BY THE FLORIDA PUBLIC SERVICE COMMISSION

The undersigned customers of Gainesville Regional Utilities (“GRU”) hereby request and
supportthe expeditedreview of GRU’s proposed electric rate structure by the Florida Public
Service Commission (“FPSC”) to address the cost of service inequities shown in the Baker Tilly
cost of service study commissioned by GRU. FPSC review is necessaryto ensure that the
proposed electric rate structure sought to be implemented by GRU within the FY14 budget is:
(a) fair, just, and reasonable; (b) nondiscriminatory, and reflects the recovery of costs consistent
with providing service to the affected rate classes. FPSC review is further warranted because
the Gainesville City Commission lacks the technical and utility expertise to independently
evaluate the electric rate structure proposed by GRU.
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PETITION SUPPORTING EXPEDITED REVIEW OF
GAINESVILLE REGIONAL UTILITIES ELECTRIC RATE STRUCTURE
BY THE FLORIDA PUBLIC SERVICE COMMISSION

The undersigned customers of Gainesville Regional Utilities (“GRU”) hereby request and
supportthe expeditedreview of GRU’s proposed electric rate structure by the Florida Public
Service Commission (“FPSC”) to address the cost of service inequities shown in the Baker Tilly
cost of service study commissioned by GRU. FPSC review is necessaryto ensure that the
proposed electric rate structure sought to be implemented by GRU within the FY14 budget is:
(a) fair, just, and reasonable; (b) nondiscriminatory, and reflects the recovery of costs consistent
with providing service to the affected rate classes. FPSC review is further warranted because
the Gainesville City Commission lacks the technical and utility expertise to independently
evaluate the electric rate structure proposed by GRU.

Customer Name

Service Address

Account Type
(Residential or Business)
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