BEFORE THE PUBLIC SERVICE COMMISSION

In re: Petition for approval of 2005 revisions to | DOCKET NO. 050226-EI
underground residential and commercial | ORDER NO. PSC-05-0952-TRF-EI
distribution tariff, by Florida Power & Light || ISSUED: October 6, 2005
Company.

The following Commissioners participated in the disposition of this matter:

BRAULIO L. BAEZ, Chairman
J. TERRY DEASON
RUDOLPH “RUDY” BRADLEY
LISA POLAK EDGAR

ORDER APPROVING REVISIONS TO
UNDERGROUND RESIDENTIAL AND COMMERCIAL DISTRIBUTION TARIFF

BY THE COMMISSION:

BACKGROUND

On April 1, 2005, Florida Power & Light Company (FPL) filed a petition for approval of
revisions to its underground residential and commercial distribution tariff. By Order No. PSC-
05-0677-PCO-EI, issued June 20, 2005, we suspended FPL’s proposed tariffs and their
associated charges to allow time for careful review of the revisions. The charges represent the
additional costs FPL incurs to provide underground service in lieu of overhead service, and they
are calculated as differentials between the cost of underground and overhead service. The
underground residential distribution (URD) tariff applies to new residential developments such
as subdivisions and townhouses. It does not apply to the conversion of existing facilities. The
underground commercial distribution (UCD) tariff applies to new commercial developments that
request the installation of underground distribution facilities. FPL’s current residential URD
charges were approved on June 10, 2002. See Order No. PSC-02-0776-TRF-EI, in Docket No.
020284-El, In_re: Petition for approval of 2002 revisions to underground residential and

commercial distribution tariff, by Florida Power & Light Company.

Rule 25-6.078, Florida Administrative Code, requires utilities to file updated URD
charges for Commission approval at least every three years, or sooner, if a utility’s underground
cost differential for the standard low-density subdivision varies from the last approved URD
charge by 10 percent or more. The utilities are required to use current cost data. To comply with
the three-year filing requirement of Rule 25-6.078(2), FPL filed the instant petition. The rule
does not require specific tariffed underground charges for new commercial and industrial
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customers. The charges are similar in design to those for underground residential service. As
explained in more detail below, we approve the proposed revisions. We have jurisdiction over
the subject matter pursuant to Sections 366.04 and 366.05, Florida Statutes.

DECISION

Underground Residential Distribution

Costs for the installation of underground electric service are higher than for standard
overhead construction. FPL recovers the additional cost to provide underground service through
the URD differential paid by the customer as a contribution in aid of construction. The URD
tariffs provide standard charges for certain types of underground service to new subdivisions.
FPL develops URD charges based on three model subdivisions: (1) a 210-lot low density
subdivision with a density of one or more but less than six dwelling units per acre; (2) a 176-lot
high density subdivision with a density of six or more dwelling units per acre; and (3) a 176-lot
high density subdivision with a density of six or more dwelling units per acre taking service at
grouped meter pedestals. Examples of this last subdivision type include mobile home and R.V.
parks. All four major investor-owned utilities use the same standardized model subdivision
designs to develop the URD differential charges that our rule requires.

The URD differential is developed by estimating the total cost per lot of both
underground and overhead service, and is based on FPL’s standard engineering and design
practices. The difference between these numbers is the per-lot charge that customers must pay
when they request underground service in lieu of standard overhead service. The costs of
underground and overhead service include the material and labor costs to provide primary,
secondary, and service distribution lines, and transformers. The cost to provide underground
service also includes the cost of trenching, installing cable, and backfilling. The material and
labor costs are based on actual 2004 data.

The following table shows FPL’s present and proposed URD differentials for new
residential subdivisions and developments:

Subdivision Current URD Proposed URD Percent

differential differential Change
per lot per lot

Density of 1 or more but less than 6 $367 $444.01 +21%

dwelling units per acre

(low density)

Density of 6 or more dwelling units $201 $236.29 +18%

per acre

(high density)
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Service from grouped meter $0 $41.31 n/a
pedestals (mobile home parks)

As shown above, the URD differential for the low density subdivision increased from
$367 to $444.01 per lot, and the URD differential for the high density subdivision increased from
$201 to $236.29 per lot. The URD differential for the 176-lot high density subdivision with
service from grouped meter pedestals was $0 in the 2002 tariff, and has increased to $41.31 in
the proposed 2005 tariff.

A combination of factors affect the proposed URD differentials. Labor and material costs
vary from year to year, and some costs increase while others decrease. The increase in the
differential for the three types of subdivision is mainly driven by an increase in underground
construction labor rates. While labor rates for both underground and overhead construction
increased, the increase in underground construction labor rates was greater than the increase in
overhead construction labor rates, thus increasing the differential. The overhead labor rate
increased by 19.20%, and the underground labor rate increased by 23.56%.

In addition to the changes to its standard subdivision differentials, FPL proposed
revisions to the charges for customers requesting new underground service laterals from
overhead distribution systems, and underground service laterals replacing existing services.
FPL’s URD tariff also provides credits to customers who do their own trenching or installation
of FPL-provided conduit. FPL has proposed increases to these credits. FPL also proposed to
modify its tariff to allow customers to receive credits for any work normally performed by FPL.
This will allow customers to receive credits for work performed in addition to trenching and
backfilling.

FPL has proposed a new tariff provision that allows an applicant to receive a $39.10
credit when requesting an underground service lateral for new construction. The service lateral
is the conductor that runs between the transformer and the customer’s meter. Typically, such a
request requires FPL to make two trips to the site. During the construction phase, FPL digs the
trench and installs the lateral. After construction is complete, FPL connects the lateral to the
meter and energizes the lateral. In order to receive the $39.10 credit, the applicant must install a
permanent electric service entrance during the construction phase, which allows FPL to install
and energize the lateral in one trip. The credit is based on the avoided cost of the second trip.

Finally, FPL has proposed to modify its tariff to specify that the applicant for
underground service is responsible for recording any required easements. At present, the tariff
only requires the applicant to provide FPL with any required easements.

Underground Commercial Distribution

FPL’s proposed UCD tariff contains revised standard charges for new commercial and
industrial customers who request underground distribution service in lieu of standard overhead
service. The tariff provisions are patterned after those that are required by rule to be filed for



ORDER NO. PSC-05-0952-TRF-EI
DOCKET NO. 050226-EI
PAGE 4

underground residential service. The Commission does not require tariffed differentials for
commercial and industrial customers.

The UCD tariff contains charges for commercial underground distribution facilities such
as laterals, risers, pad-mounted transformers, and hand holes. In addition, the UCD tariff
provides for credits that apply if the customer provides trenching and backfilling. The charges
are derived from cost estimates of underground commercial distribution facilities and their
equivalent overhead design. The estimates were made using standard FPL design and 2004 labor
and material costs. FPL’s current UCD tariff is based on 2001-02 cost data.

The proposed revisions to the UCD charges and credits reflect updated labor and material
costs, resulting in increases to the differentials for commercial underground distribution
facilities, and increases to the credits provided for work performed by the customer. In addition,
FPL has proposed new differential charges for small commercial 2-wire and 3-wire underground
service and pad-mounted secondary junction cabinets. FPL has proposed to provide credits for
any work normally performed by FPL. At present, FPL’s UCD tariff provides credits only if the
customer provides trenching, backfilling, or the installation of a concrete pad for a feeder switch
chamber or a splice box. ' ‘

CONCLUSION

Our review of FPL’s proposed URD and UCD charges convinces us that they are
reasonable. While there is no Commission requirement that investor-owned utilities file UCD
tariffs with specific standardized charges, we believe that standard charges promote efficiency
and avoid controversy that may result from customer-specific estimates of undergrounding costs.
Accordingly, we approve the proposed tariff sheets and charges, effective September 20, 2005.

Based on the foregoing, it is

ORDERED by the Florida Public Service Commission that the Petition for approval of
2005 revisions to underground residential and commercial distribution tariff, by Florida Power &
Light Company is approved. It is further

ORDERED that if a protest is filed within 21 days of issuance of the Order, the tariffs
shall remain in effect with any charges held subject to refund pending resolution of the protest.
It is further

ORDERED that if no timely protest is filed, this docket shall be closed upon the issuance
of a Consummating Order.
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By ORDER of the F lorida Public Service Commission this 6th day of October, 2005.
BLANCA S. BAYO, Director

Division of the Commission Clerk
and Administrative Services

By: %AAA /M
ay Flyhn, Chief ¢/

Bureau of Records

(SEAL)

MCB

NOTICE OF FURTHER PROCEEDINGS

The Florida Public Service Commission is required by Section 120.569(1), Florida
Statutes, to notify parties of any administrative hearing or judicial review of Commission orders
that is available under Sections 120.57 or 120.68, Florida Statutes, as well as the procedures and
time limits that apply. This notice should not be construed to mean all requests for an
administrative hearing or judicial review will be granted or result in the relief sought.

Mediation may be available on a case-by-case basis. If mediation is conducted, it does
not affect a substantially interested person's right to a hearing.

The Commission's decision on this tariff is interim in nature and will become final, unless
a person whose substantial interests are affected by the proposed action files a petition for a
formal proceeding, in the form provided by Rule 28-106.201, Florida Administrative Code. This
petition must be received by the Director, Division of the Commission Clerk and Administrative
Services, 2540 Shumard Oak Boulevard, Tallahassee, Florida 32399-0850, by the close of
business on October 27, 2005.

In the absence of such a petition, this Order shall become final and effective upon the
issuance of a Consummating Order.

Any objection or protest filed in this docket before the issuance date of this order is
considered abandoned unless it satisfies the foregoing conditions and is renewed within the
specified protest period.



