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CASB BACKGBQ!JNI) 

Or lando Utilities Commission (OUCl has supplied St. Cl oud 
(City) with its full energy requirements since November 8 , 1994. 
As of May 1, 1997 OOC has taken over all of the City's power supply 
responsibilities assoc iated with the supply of electricity at the 
retail level pursuant to an interlocal agreement. An interlocal 
agreement relates to the cooperation of local government units to 
make the most efficient use of their powers by enabling them to 
cooperate with other localities on the basis o f mutual advantage. 
lnterlocal agreements are permitted under Section 163.01, Florida 
Statutes "Florida Interlocal COOperation Act o f 1969.~ House Bill 
637 passed by the legislature this year authori zes OUC to 
const ruct, maintain, and operate energy services and water 
facilities within Orange and Osceola counties. It appears that the 
legislation was not necessary for OUC and the City t o enter i nto 
their interlocal agreement. The legislat ion only acts to reinforce 
and further support their i nterlocal agreement. The i ntent of this 
interlocal agreement is to provide the benefits of economies of 
scale and more efficient utilization of the existing resources 
o wned by the City and OUC. It is envisioned that the ultimate 
consolidation of electric utility functions wi ll provide further 
economies ultimately resulting in app roximate r atDU.PAQtY .between 
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the retail rates of OUC and the City. 
provide for more economical and reliable 
customers of the City. 

• 
This agreement slaould 

electric service to the 

Staff usually approves municipal tariff changes 
administratively when there is an improvement in rate structu>e. 
Because this tari ff change is done in a unique context, staff 
decided to docket the item and bring it before the Commission to 
answer any related questions. 

DISCQSSION OF ISSQBS 

ISSUE 1: Should the Commission approve the revision of all o! the 
City's existing tariffs with tariffs that mirror those of the OUC 
plus an additional adder to pay for system upgrades? 

BECOMMENPATIQN; Yes, the Commission should approve the revision o ! 
all of the City' s tariffs. The City's revised tariffs wil l lower 
rates to all classes of customers and will improve the City's rate 
structure. 

STAPP ANALXSIS; Pursuant to the interlocal agreement, the City 
will retain ownership of its electric infrastructure and remain a 
municipal utility while OUC will maintain and ope ra te the City's 
:eystem. OUC will provide maintenance f o r the City's existing 
distribution system as well as maintenance and upgrades for 
transmission services. OUC also intends to provide the following 
services for the City: generation, system engineering, 
construction, operations, maintenance, bill1ng, customer services, 
and metering services. All existing employees of the City will be 
retained by OUC, subject to most of the terms and conditions o f 
OUC's employee benefits plans and policies. 

The interlocal agreement provides that the City's tariffs be 
revised such that the City's new rates are identical to ouc·s with 
the exception of an adder that will be used by OUC to pay for 
improvements to the City's distribution system. The improvementu 
include: transmission tie line upgrades, transformer additions. new 
transmission lines, and an additional substttion. The adder will 
be reduced every year for seven years as the City's distribution 
system improvements are made. At the end of seven years, the adder 
will be reduced to a 4 percent differential between OUC's rates and 
the City's rates. Thereaf ter, t he 4 percent differential is 
expected to remain indefinitely. 
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• 
Because the Commission's jurisdiction over municipal utilities 

is limited to rate structure, etaff lim1ted its analyses t o the 
e ffects the interlocal agreement will have on the City' o rate 
structure. Rate structure is impro~ed when rate changes move in the 
direction of greater rate pari t y between customer classes. The 
r ate structure of Investor OWned Utilitieo are used as a pro xy when 
evaluating a muni or co-op's rate struc ture. In this case, t he 
City's rate structure improves relative to Florida Power anc ... 
Light' s and Florida Power Corporation's ~ate structures which a r e 
neighboring utilities . The City's rates for all rate classes will 
be lower and its rate structure wil l be improved Co r all rate 
classes. Staff, therefore recommends approval of the City ' s ne w 
tariffs as filed with the Commission. According to the City, it 
intends to reduce the adder 7 more times in as many years beginning 
o n October 1, 1998. Staff expects the City to file new tariffs 1n 

each o f those years subj ect t o Commission approval . 

ISSQB 2; Should this docket be c l osed? 

RECOMMBNPATION: Yes. If no substantially affected person files a 
protest within 21 days o f the issuance of t his order, the docket 
should be closed. If a protest is f iled wi th in 21 days from the 
i ssuance dat e o f the order, the tariff should remain in effect , 
pending resolution o f the protest. 

STAPP AHALYSIS; If no substant i al l y affected person fi les a protest 
within 21 days o f the issuance o f thiv o rder , the docket ~hould be 
c !osed. If a protest is f iled within 21 uayu • . Ll 'J .. U ... IIi..U 

date of the order, the tariff should remain in effec t , pending 
resolution of the protest . 
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