
• • 
FLORIDA PUBLIC SERVI CE COMMISSION 

Capital Circle Office Center, 2540 S humard Oa k lbJ.l.:e '{:;cCJ_ 1 •J EO 
Tallahassee, Florida 32399- 0850 f'L-

TO 

PROM 

RE 

AGENDA: 

DIRBCTOR OP 

DIVISION OP 
DIVISION OP 

K B M 0 R A N D U H 

AUGUST 28, 1997 

.' '3 ·~s7 
/o~-

t ';;C • I~<OCI~~ 'Reporting 

RECORD AND REPORTING F 
ELECTRIC AND GAS (DRAPRRP~ C)\)--:- /(U 
LEGAL SERV (CE$ (JAYB~ \"\ [; 

DC>C:KET NO. 971009-BM - PBTITION POR I'PPROVAL OF REV I SED 
RBSIDRNTI.AL RATES BY OTI!.TTif:S COMMISSION (1'/K/A CI1'Y OF 
NEW SMYRNA BBACII) 

SEPTEMBER 9, 1997 - REGULAR AGENDA - TARlPP PILING · 
INTBRBSTBD PKRSONS MAY PARTICIPATE 

CRITICAL OATHS: NONE 

SPECIAL INSTRUCTIONS: S:\PSC\EAG\WP\971009EH.RCM 

DISCQSSION OF ISSUES 

ISSIJB 1: Should t he Commission approve the Ci Ly o l New Smy r n<~ 
Beach's modified residential rate schedule? 

R£COMM:KHDJ\TION: Yes . The residential tariff ohould be approved 
with an effective date of October l, 1997, baaed on the commttment 
by the City of New Smyrna Beach t:ha t Ll will l o wct :to cornmcr c ldl 
rates within a year. 

STAYf ANALYSIS: On July 14, 1997, the City of New Smyn:a £leach 
fNew Smyrna Beach) flied a rev10ed tanlf lowenng reuldenua! IRS> 
rates by 5 percent, or $0.0036 1n the per kWh energy c h .. rg•· The 
rate will become effective October I, 1997. Ne w Smyrna !le.oc h 1a a 
municipal utility subject tO thta Commission 's •·ate struc ture 
j urisdiction under Section 366.0•1 (2) lbl, Florida Statutes . Under 
this authority, t ariff filings of muntc ipal utilit>~s ar~ rPviewcd 
to eliminate rate et.ructure inequ:1tlflO among the cunto mt·J , · l ... uA~o 

In reviewing New Smyrna Beach ' s f >llng state became conc etned 
that tho reduction in the RS rate appeared to woroen the ex1stlng 
structural relationship between the RS and other rate claaaeu In 
the absence of a recent cost of service otudy by Ne w Smyrnil Be .. ch . 
staff feelo it is reasonable to compare the rclat>onahlp between 
the levels of rates of the various raLe clasoeo of New Smyrnil Beach 
to those of the investor-owned utilities (IOU) in " valuaung the 
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lOU's have shown that General Service (CS) customers are cheaper to 
serve than RS customers. Thus, the ratio of OS to RS rates £hould 
be close to one. Under the current New Smyrna Beach tariff the 
ratio ls 0.981, i.e., a GS customer pays less than a RS customer. 
By lowering only residential rates, however, o RS customer will pay 
less than a OS cust omer . The resulting ratio ls 1.026. 

Staff discussed its finding with New Smyrna Beach and the 
utility informed staff that it already budgeted to lower commercial 
rates effective October 1, 1998. To memorialize this commitment 
by the utility, staff obtained a letter (Attachment ll from the 
utility. Staff also notes that in October, 1996, New Smyrna Beach 
reduced RS rates by ~ percent, GS rates by 20 percent, and demand 
commercial rat eo by 8 percent. This rate f i 1 ing 1mproved rate 
structure. 

Staff therefore finds it appropriate to approve this tar1ff 
filing based on the assurance that New Smyrna Beach will file 
revioed commercial rate charges before October l, 1998. 

ISSQE 2; Should thio docket be closed? 

REC0!1!1EN1)ATION; Yeo . If no timely proteot io file-:!. this docket 
should be clooed. 

STAfF ANALYSIS; If a protest io filed w1th1n 21 days 'rom tn~ 
issuance date of the order, the tariff should rema1n 1n ef fect, 
pending resolution of the protest. If no llmely proteot if filed, 
this docket ohould be closed. 
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August 20. 1997 

Ms Eliubeth Draper 
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Smtc of Florida Public Service Commission 
Buteau of Electric Regulation 
Capiw Circle Office Center 
2S40 Shumllld Oak Boulevanl 
Tollalla.utt. FL )2)99-0850 

RE. Residential Rate Reduction 

Dear M s Orapc7. 

1\TT/\CIIH!!NT I 

Paqc I of I 

Th< Utilities Conunission. Cit)· ofN~ Sm)Tna Beach. ~ Ianda. tw an on-gom11 proi!Bffito ompru' c 

rffictrnctes and power suppl) in an elTon to redUCt nue.10 all cUSIOma> -.toolc matntatntng ')Stem 
rdto,hilaty end adequate r~Kf' '"' 

On October I. 1996. thr Utilities Commiuion rcduc<d residentti!.l rates by 4>, •. d<mand commcrcoal 

customers by 8%. and non-<l<mand commercial cWiomers by 2()",. lOOse reductioru placed tllC cost 

r.uios of lh< thret cl&SSC$ at or dose to the ratios of the mvestor-o.,.,n<d uulnies tn tllC stlltc 

The Uuhuc5 Commission has also h<ld pubhc hearings and lil<d .,.,;th the FPSC for an aJdnumal 

n11e r<doction of S~~ for residential customers. tiTectivr October I. 1997 Th< Uuhttcs Comrmsston 

has also budgrted and announc<d similtt.r rate reducuoru fot both classes of commercoi!.l customers 

effective October I. 1998. When thtsc rcducttons are complete. the Utiloues ComnH>SIOn· s cost 

ratios .... ; 11 be at or close to the inveslor-own<d utilittcs witltin the SLate. 

If you ha,·e ony addillonal questions. pi rase all ot 90-l-123-7100 

Smccrcl) . 

~~~(J~LJ 
RollJild L. Vaden 
Utilities Director 
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