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Case Background

On March 31, 2017, Gulf Power Company (Gulf or Company) filed a petition for approval of
2017 revisions to its underground residential distribution (URD) tariffs. The URD tariffs apply to
new residential subdivisions and represent the additional costs Gulf 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. Gulf’s current charges were
approved in Order No. PSC-15-0274-TRF-EI (2015 Order).'

The Commission suspended Gulf’s proposed tariffs in Order No. PSC-17-0193-PCO-EL? Gulf
responded to staff’s first data request on June 2, 2017, and to staff’s second data request on July

' Order No. PSC-15-0274-TRF-EI, issued July 6, 2015, in Docket No. 150112-El, In re: Request by Gulf Power
Company to modify its underground residential differential tariffs.

2 Order No. PSC-17-0193-PCO-EI, issued May 19, 2017, in Docket No. 170074-El, In re: Petition for approval of
2017 revisions to underground residential distribution tariffs, by Gulf Power Company.
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14, 2017. The Commission has jurisdiction over this matter pursuant to Sections 366.03, 366.04,
366.05, and 366.06, Florida Statutes (F.S.).
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Discussion of Issues
Issue 1: Should the Commission approve Gulf's proposed URD tariffs and associated charges?

Recommendation: Yes, the Commission should approve Gulf’s proposed URD tariffs and
associated charges, as shown in Attachment A, effective September 7, 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. Gulf filed the instant petition
pursuant to subsection (3) of the rule, which requires IOUs to seek Commission approval of
updated URD tariff charges if the utility’s per-lot cost differentials between overhead and
underground service based on current material and labor costs, vary by more than 10 percent
from the existing Commission-approved differentials. All IOUs are required 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.

Gulf’s URD charges are based on two standard model subdivisions: a 210-lot low density
subdivision and a 176-lot high density subdivision. 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 and high density
subdivisions. The charges shown are per-lot charges. Gulf’s URD tariffs also provide for reduced
charges if the customer chooses to supply and/or install the primary and secondary trench and
duct system.

Table 1-1
Comparison of URD Differential per Lot
Current Differential Proposed Differential
Low Density $402 $498°
High Density $521 $562

Source: 2015 Order and 2017 Petition

As shown in Table 1-1, the proposed URD differentials show an increase for both model
subdivisions. The calculations of the proposed URD charges include updated labor and material
costs, as well as updated operational costs.

3 $498 is calculated as follows: $720 (Table 1-2) - $222 (Table 1-3) = $498.
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Updated Labor and Material Costs

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.

Gulf stated, in response to staff’s data request, that there have not been any design changes to
either the low or high density subdivision since 2015. The mix of Gulf employee and contractor
labor remains the same as it was in 2015. Gulf employees perform most overhead construction
activities while contractor labor is used for underground construction. Both Gulf and contractor
labor rates increase as specified in their respective contracts.

Total labor and material costs increased from 2015 to 2017 by a larger amount for underground
construction than for overhead construction, resulting in an increase in the differential. The
driver of the increase is material cost. Gulf explained in its response to staff’s data request that
since 2015 the cost of underground material outpaced the cost of material used in overhead
construction. As an example, Gulf stated that the cost of underground padmount transformers
increased while the cost of overhead transformers remained stable.

Loading factors increased from 2015 to 2017. The Stores Handling loading factor increased from
4 percent in 2015 to 17 percent in this filing because of a higher volume of transmission material
purchases. The Stores Handling factor includes supervision, labor, and expenses incurred for
stores-related activities such as the operation of general storerooms. Gulf explained that the
increase in the Engineering loading factor from 48 to 52 percent is due to increases in its
engineering labor rate.

Table 1-2 below compares total 2015 and 2017 per-lot labor and material costs for the two
subdivisions.

Table 1-2
Labor and Material Costs per Lot

| 2015 Costs | 2017 Costs | Difference

Low Density
Underground Labor/Material Costs $2,307 $2,460 $153
Overhead Labor/Material Costs $1,715 $1,740 $25
Per lot Differential $592 $720 $128

| High Density
Underground Labor/Material Costs $1,895 $1,976 $81
Overhead Labor/Material Costs $1,331 $1,352 $21
Per lot Differential $564 $624 $60

Source: 2015 Order and 2017 Petition

Updated Operational Costs
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
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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. Gulf’s operational costs, last updated for the 2015 filing,
represent a five-year average (2012 — 2016). The methodology used by Gulf in this filing for
calculating the NPV of operational costs was approved in Order No. PSC-12-0531-TRF-EL*

Gulf’s NPV calculation used a 32-year life of the facilities and a 6.69 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 2015 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 small differences in the differentials from 2015 to 2017.

Table 1-3
NPV of Operational Costs Differential per Lot

| 2015 Calculation | 2017 Calculation | Difference

Low Density

Underground NPV — Operational Costs $436 $416 ($20
Overhead NPV- Operational Costs $626 $638 $12
Per lot Differential ($190) (8222) (832)
High Density

Underground NPV — Operational Costs $274 $261 ($13)
Overhead NPV — Operational Costs $317 $323 $6
Per lot Differential ($43) (862) (819)

Source: 2015 Order and 2017 Petition

Other Proposed Tariff Changes

In addition to the proposed tariff changes discussed above, Gulf proposed modifications to the
reduced URD charges paid by customers who either supply and install the primary and
secondary trench and duct system (system) or who only install the system. In addition, Gulf
proposed modifications to the charges that apply when a three-phase lift station for sewage is
requested in a new residential subdivision. Finally, Gulf proposed modifications to binding cost
estimates for URD conversions.

4 Order No. PSC-12-0531-TRF-EJ, issued October 4, 2012, in Docket No. 120075-EL, In re: Request by Gulf Power
Company to modify its underground residential differential tariffs.
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Conclusion

Staff has reviewed Gulf’s proposed URD tariffs and associated charges, its accompanying work
papers, and responses to staff’s data requests. Staff believes the proposed URD tariffs and
associated charges are reasonable. Staff recommends approval of Gulf’s proposed URD tariffs
and associated charges, as shown in Attachment A, effective September 7, 2017.
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Issue 2: Should this docket be closed?

Recommendation: If Issue 1 is approved and a protest is filed within 21 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. (Janjic)

Staff Analysis: If Issue 1 is approved and a protest is filed within 21 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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Attachment A
Page 1 of 5

G“l' AR Section No. IV
POWE b

6.2.9

6.3.1

6.3.2

hieertrfourtesnih Revised Sheet No. 4.25
Canceling+wet=] hifteenth Revised Sheet No. 4.25

ABOUTHERN COMPANY
PAGE EFFECTIVE DATE
Supe s 24s
6.2.8 DAMAGE TO COMPANY'S EQUIPMENT. The Applicant shall be responsible to ensure that the

Company's distribution facilities once installed, are not damaged, destroyed, or otherwise disturbed
during the construction of the project. This responsibility shall extend not only to those in his employ,
but also to his subcontractors. Should damage occur, the Applicant shall be responsible for the full
cost of repairs.

BAYMENT OF CHARGES. The Company shall not be obligated to install any facilities until payment
of applicable charges, if any, has been completed.

6.3 UNDERGROUND DISTRIBUTION FACILITIES FOR
NEW RESIDENTIAL SUBDIVISIONS

AVAILABILITY. After receipt of proper application and compliance by the Applicant with applicable
Company rules and procedures, the Company will install underground distribution facilities to provide
single phase service to new residential subdivisions of five (5) or more building lots.

(a) Prior to such installations, the Applicant and the Company will enter into an agreement
outlining the terms and conditions of installation, and the Applicant will be required to pay the
Company in advance the enfire cost as described below:

Low Density High Density
Subdivision Subdivision

Option ($ per lot) ($ per lot)
1. Gulf supplies and installs all primary, secondary, $4024598 $524562

and service trench, duct, and cable.

2. Applicant installs primary and secondary trench $=208307 Saas408
and duct system. Gulf supplies primary and
secondary duct and supplies and instalis service
duct. Gulf supplies and installs primary,
secondary, and service cable.

3. Applicant supplies and installs primary and $08181  F=88227
secondary trench and duct. Gulf supplies primary
and secondary cable. Gulf supplies and installs
service duct and cable.

All construction done by the Applicant must meet the Company's specifications. All
installations must be approved by the Company's authorized representative.

{b) The Applicant is required to pay a charge per foot and a cost differential for transformers and
services (see "Three Phase Lift Station™ charts below) for three phase commercial loads
requiring 120/240 volt open delta, 120/208 volt wye, or 277/480 volt wye service in new
residential subdivisions for each three phase service. This average cost will be added to the
advanced payment in 6.3.2(a) above.

ISSUED BY: S. W. Connally, Jr.
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8.3.2 (continued)

THREE PHASE LIFT STATION
COSTS TO PROVIDE 3 PH SVC TO LIFT STATION WIN TYPICAL SUBDIVISION - OPTION 1

CUSTOMER REQUEST: 120/208 or 277/480

AVAILABLE UNDERGROUND FACILITIES

MOTOR SIZE SINGLE PHASE TWO PHASES THREE PHASES
< JHP $o8821.70 per ft S4i415. 18 pert S0 costper ft
plus 3ph padmount tx, plus 3ph padmount tx, plus 3ph padmount tx,
pad, and ug service pad, and ug service pad, and ug service
minus one oh transformer, minus one ch transformer, minus one ch transformer,
cutout, arrester, and service | cutout, amester. and senvice cutout, arrester, and service
SHP < X < 25HP $6-083 3% perft 545810 80 pertt S0 cost per ft
plus 3ph padmount tx, plus 3ph padmount tx, plus 3ph padmount tx,
pad, and ug service pad, and ug service pad, and ug service
minus 2 oh transformers, minus 2 oh fransfermers, minus 2 oh transformers,
2 cutouts, 2 arresters, and 2 cutouts, 2 amresters, and 2 cutouts, 2 amesters, and
service service service
> 25HP S4E024 51 perft $2422.26 perft SO cost per ft
plus 3ph padmeunt tx, plus 3ph padmount tx, plus 3ph padmount tx,
pad, and ug service pad, and ug service pad, and ug service
minus 2 oh transformers, minus 3 oh transformers, minus 3 oh fransformers,
3 cutouts, 3 amesters, 3 cutouts, 3 amesters, 3 cutouts, 3 amresters,
cluster mt, and service cluster mt, and service cluster mt, and service

CUSTOMER REQUEST: 120/240 OPEN DELTA
AVAILABLE UNDERGROUND FACILITIES

MOTOR SIZE SINGLE PHASE TWO PHASES THREE PHASES
< SHP $11.0410.20 per fi 50 cost per & $0 costperft
plus 2 padmount tx, plus 2 padmount tx, plus 2 padmount tx,
2 pads, and ug service 2 pads, and ug service 2 pads, and ug service
minus one oh transformer, minus one oh transfommer, minus one ch transformer,
cutout, amester, and service | cutout, amester, and senvice | cutout, amester, and senvice
JHP < X < 25HP Seael |5 perf $0 cost per #t %0 cost perft
plus 2 padmount tx, plus 2 padmount tx, plus 2 padmount tx,
2 pads, and ug service 2 pads, and ug senice 2 pads, and ug service
minus 2 oh transformers, minus 2 oh transformers, minus 2 oh transformers,
2 cutouts, 2 amesters, and 2 cutouts, 2 arresters, and 2 cutouts, 2 amesters, and
service service senvice
> 25HP §2882 1Sperft $0 cost per ft $0 costperft
plus 2 padmount tx, plus 2 padmount tx, plus 2 padmount tx,
2 pads, and ug service 2 pads, and ug service 2 pads, and ug semice
minus 2 oh transformers, minus 2 oh transformers, minus 2 oh fransformers,
2 cutouts, 2 amesters, 2 cutouts, 2 amresters, 2 cutouts, 2 amesters,
and service andservice | and service

ISSUED BY: 5.'W. Cannally. Jr.
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COSTS TO PROVIDE 3 PH SVC TO LIFT STATION W/IN TYPICAL SUBDIVISION - OPTION 2

CUSTOMER REQUEST: 120/208 or 277i480

AVAILABLE UNDERGROUND FACILITIES

MOTOR SIZE SINGLE PHASE TWO PHASES THREE PHASES
< SHP $ota2 0 22 perft S4d0514 70 per ft 50 cost per #t
plus 3ph padmount tx, plus 3ph padmount tx, plus 3ph padmount tx,
pad. and ug service pad, and ug service pad, and ug service
minus one oh transformer, minus one oh transformer, minus one ch transformer,
cutout. arrester, and service cutout, ammester, and service cutout, arester, and service
JHP < X < 25HP $8-283 1€ perft $454210 41 perft $0 cost per &
plus 3ph padmount tx, plus 3ph padmount tx, plus 3ph padmount tx,
pad, and ug service pad, and ug service pad, and ug service
minus 2 oh fransformers, minus 2 oh transformers, minus 2 oh transformers,
2 cutouts, 2 arresters, and 2 cutouts, 2 amresters, and 2 cutouts, 2 amesters, and
service service sarvice
> 25HP $=03 78 perft Saa31.27 perft 50 cost per ft
plus 3ph padmount tx, plus 3ph padmount tx, plus 3ph padmount tx,
pad. and ug service pad, and ug service pad, and ug service
minus 3 ch transformers, minus 3 oh transformers, minus 3 oh fransformers,
3 cutouts, 3 amesters, 3 cutouts, 3 aresters, 3 cutouts, 3 amesters,
cluster mt, and service cluster mt, and service cluster mt, and service

CUSTOMER REQUEST: 1204240 OPEN DELTA

AVAILABLE UNDERGROUND FACILITIES

MOTOR SIZE SINGLE PHASE TWO PHASES THREE PHASES
< SHP =410.57 per ft 50 cost per ft 50 cost per ft
plus 2 padmount tx, plus 2 padmount tx, plus 2 padmount tx,
2 pads, and ug service 2 pads. and ug service 2 pads, and ug semnvice
minus one oh transformer, minus one ch transformer, minus one ch transformer,
cutout arrester. and service | cutout arrester. and service | cutout arrester, and service
JHP < X < 25HP $FEl gl perft 50 cost per 50 cost per ft
plus 2 padmount &, plus 2 padmount tx, plus 2 padmount tx,
2 pads, and ug service 2 pads, and ug service 2 pads, and ug service
minus 2 ch transformers, minus 2 oh transformers, minus 2 oh fransformers,
2 cutouts, 2 arresters, and 2 cutouts, 2 amresters, and 2 cutouts, 2 amesters, and
service service service
> 25HP §1721.81 perft 50 cost per # 50 cost per ft
plus 2 padmount x, plus 2 padmount tx, plus 2 padmount tx,
2 pads, and ug service 2 pads, and ug service 2 pads, and ug service
minus 2 oh fransformers, minus 2 oh transformers, minus 2 oh fransformers,
2 cutouts, 2 amesters, 2 cuteuts, 2 amresters, 2 cutouts, 2 amesters,
and service and semnvice and service

ISSUED BY: 5.W. Connally. Jr.
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AVAILABLE UNDERGROUND FACILITIES

MOTOR SIZE SINGLE PHASE TWO PHASES THREE PHASES
< SHP $46-545 2C perft Se8di343 perdt S0 cost per &
plus 3ph padmount tx, plus 3ph padmount tx, plus 3ph padmount fx,
pad. and ug service pad, and ug service pad, and ug service
minus one oh transformer, minus one ch transformer, minus one ch transformer,
cutout, arrester, and service | cutout, arester, and service | cutout, arrester, and service
SHP < X < 25HP $672Z dd perft $o42008 perft $0 cost per &
plus 3ph padmount tx, plus 3ph padmount tx, plus 3ph padmount ix,
pad, and ug service pad, and ug service pad, and ug service
minus 2 ch fransformers, minus 2 oh transformers, minus 2 oh transformers,
2 cutouts, 2 arresters, and 2 cutouts, 2 amesters, and 2 cutouts, 2 arresters, and
service service service
> 25HP $4=81.07 perft S8 1 perft S0 cost per it
plus 3ph padmount tx, plus 3ph padmount tx, plus 3ph padmount tx,
pad, and ug service pad, and ug service pad, and ug service
minus 3 oh transformers, minus 3 oh transformers, minus 3 oh transformers,
2 cutouts, 3 amesters, 3 cutouts, 3 aresters, 3 cutouts, 3 amesters,
cluster mt, and service cluster mt, and senvice

cluster mt, and service

CUSTOMER REQUEST: 120/240 OPEN DELTA

AVAILABLE UNDERGROUND FACILITIES

MOTOR SIZE SINGLE PHASE TWO PHASES THREE PHASES
< SHP SO4L027 perft 50 cost per $0 cost per ft
plus 2 padmount &, pius 2 padmount tx, plus 2 padmount tx,
2 pads, and ug service 2 pads, and ug service 2 pads, and ug service
minus one oh transformer, minus one ch fransformer, minus one ch transformer,
cutout, arrester, and service cutout, armester, and service | cutout amester, and semvice
SHP < X < 25HP $0-480 47 per ft $0 cost per # $0 cost per ft
plus 2 padmount tx, pius 2 padmount tx, plus 2 padmount tx,
2 pads, and ug service 2 pads, and ug service 2 pads, and ug service
minus 2 oh fransformers, minus 2 oh transformers, minus 2 oh transformers,
2 cutouts, 2 arresters, and 2 cutouts, 2 amresters, and 2 cutouts, 2 amesters, and
service service service
> 25HP 50,490 4¢ perfu 50 cost per 30 cost per ft
plus 2 padmount tx, plus 2 padmount tx, plus 2 padmeount tx,
2 pads, and ug service 2 pads, and ug service 2 pads, and ug service
minus 2 ch transformers, minus 2 oh transformers, minus 2 oh transformers,
2 cutouts, 2 amesters, 2 cutouts, 2 aresters, 2 gcutouts, 2 amesters,
and service and semvice and service

ISSUED BY: S.'W. Cannally. Jr.
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6.5 OTHER UNDERGROUND DISTRIBUTION FACILITIES

6.5.1 APPLICABILITY. This subpart applies to requests for underground facilities addressing the
conversion of existing overhead facilities. In order for the Company to take action pursuant to a
request for conversion:

(1) the conversion area must be at least two contiguous city blocks or 1000 feet in length;

(2) all electric services to the real property on both sides of the existing overhead primary lines
must be part of the conversion; and

(3) all other existing overhead utility facilities (e.g. telephone, CATYV, etc.) must also be converted
to underground facilities.

6.5.2 NON-BINDING COST ESTIMATES. An Applicant may obtain a non-binding estimate of the charges
the Applicant would be obligated to pay in order for the Company to provide underground distribution
facilities. This non-binding estimate will be provided to the Applicant without any charge or fee upon
completion of the Application for Underground Cost Estimate set forth in Section VIl of this tariff,
Standard Contract Forms, at Sheet No. 7.43.

6.5.3 BINDING COST ESTIMATES. An Applicant, upon payment of a non-refundable deposit and
completion of the Application for Underground Cost Estimate set forth in Section VIl of this tariff,
Standard Contract Forms, at Sheet No. 7.43, may obtain an estimate of the charges for underground
distribution faciliies, which estimate the Company would be bound to honor as provided below. The
deposit amount, which approximates the engineering costs for underground facilities associated with
preparing the requested estimate, shall be calculated as follows:

LConversion

Urban Commercial =8485 007 per overhead primary mile
Urban Residential $==&43 510 per overhead primary mile
Rural Residential $=-3-285 905 per overhead primary mile
210 Lot Subdivision $e-824E 550 p-er overhead primary mile
176 Lot Subdivision $4+8-42511.452 per overhead primary mile

ISSUED BY: 5. W. Connally, Jr.
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