BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION
WORKSHOP ON ELECTRIC DISTRIBUTION

INFRASTRUCTURE RELIABILITY

POST-WORKSHOP COMMENTS OF THE TOWN OF PALM BEACH

AND THE TOWN OF JUPITER ISLAND REGARDING

ELECTRIC INFRASTRUCTURE RELIABILITY ISSUES
Summary

The PSC must act quickly, to the extent possible under its current statutory authority, to encourage new underground ("UG") construction and to encourage conversions of existing overhead ("OH") to underground facilities, focusing especially on recognizing the additional value that UG facilities provide and on removing barriers and disincentives to large-scale UG conversions funded in part by municipalities.  

Foundations

It is obvious that much of Florida's existing overhead electric distribution system is not adequate to stand up to even a Category 2 storm.  Hurricane Wilma, which was officially a Category 2 storm for most of its passage across Florida, appears to have been the most expensive storm ever to strike Florida.  More recent information released by the National Hurricane Center indicates that the winds experienced in much of the area impacted by Wilma were Category 1 force, and Category 2 in others.  (According to the Tropical Cyclone Report, Hurricane Wilma, 15-25 October 2005, published by the National Hurricane Center on January 12, 2006, "it can be concluded that most of the southeastern Florida peninsula experienced at least category 1 hurricane conditions, and that some parts of northern Miami-Dade County, Broward, and Palm Beach Counties likely had category 2 hurricane conditions, including wind gusts to near 100 kt, at the standard 10 m height above ground.")

The PSC needs to consider what would happen if another storm like Andrew, Hugo, or Katrina (as she made landfall in Louisiana and Mississippi) were to strike the populous areas of southeast Florida.  Even "hardened" OH facilities are generally not designed to withstand such powerful winds, but UG will generally do so.  We recognize that flood-prone areas may be an exception, but we also recognize, and we urge the Commission also to recognize, that there are "hardening" technologies (e.g., waterproof underground switch vaults) for UG systems/facilities that can be used to benefit utilities and all consumers by reducing storm impacts, even in flood-prone areas.


Additionally, the PSC must note well that UG service is the preferred standard for distribution service in Florida.  More than one-third of all distribution service in Florida is now underground, and somewhat more than two-thirds of all new construction is being made underground.  Some utility representatives have recently stated that on their systems, the figure is in the range of 80% of new installations are being made using UG facilities.  Additionally, at least one major investor-owned utility, FPL, is working with and encouraging municipalities and other local governments to adopt ordinances mandating that new distribution facilities be installed underground.  

Specifics


1.
The present situation where most distribution poles in Florida are apparently designed for between 60 MPH winds (Grade C construction, the National Electrical Safety Code minimum) and 90 MPH (Grade B construction) is not adequate to avoid unacceptable outages in Category 1-2 conditions, and is obviously not adequate for more powerful storms.

2.
The Commission should amend its rules, and require Florida's public utilities to amend their tariffs, to require that the cost of "hardened" OH facilities be used as the basis for determining the utility-funded amount in developing Contributions in Aid of Construction ("CIACs") for UG conversion (and new UG installation) costs.  According to Dr. Richard Brown of KEMA, speaking on behalf of the investor-owned utilities, the cost of "hardened" OH facilities is 2 times to 4 times the cost of standard OH facilities, while the cost of UG facilities, according to Dr. Brown, is 5 times to 10 times the cost of standard OH facilities.  (Dr. Charles Falcone, D.Eng., who presented comments on behalf of the Town of Jupiter Island at the January 23rd workshop, and other engineers with whom we have discussed this issue believe that the range for new construction, and even for many if not most conversion projects, is more likely 3 times to 5 times the cost of standard OH construction.)  Using the appropriate higher cost of "hardened" OH facilities in calculating CIACs will result in appropriately lower CIACs for UG, which can be expected to result in more UG facilities being installed both in new construction and in conversion applications.  

3.
The Commission should also mandate that operating and maintenance ("O&M") cost savings, e.g., avoided tree-trimming costs, be reflected in the calculation of CIACs for new UG installations and for UG conversion projects. 

4.
The Commission should also require that appropriate values for avoided hurricane restoration costs be included in determining UG CIACs.  For example, using gross values from FPL's Minimum Filing Requirements filed in Docket No. 050045-EI, FPL's total transmission and distribution rate base for 2006 was estimated to be about $7.1 billion (approximately $1.7 billion in total transmission and approximately $5.4 billion in distribution excluding a minimal amount in the cost recovery clauses).  FPL spent approximately $1.8 billion – an amount equal to about 25% of its transmission and distribution rate base (and equal to about 15% of its transmission and distribution plant in service) – restoring its transmission and distribution systems in 2004 and 2005, but this was to repair or replace only about 2.1% of its distribution poles, between 4.6% and 7.5% of its overhead distribution conductor (depending on whether overhead services are included in FPL's total line-miles of overhead conductor), between 0.25% and 1.1% of its underground distribution conductor (again depending on whether services are included), and even smaller fractions of its transmission system.

While all the reasons for this are not clear at this time, it appears that restoration in a post-hurricane environment greatly – even dramatically – increases the costs of transmission and distribution plant.  (Perhaps a significant part of these higher costs is attributable to overtime labor rates and living expenses for visiting utility workers, and perhaps other factors.  This issue needs to be, and probably will be, explored in other proceedings if not in the proceedings that come out of this workshop.)  Accordingly, the Commission should include values for reduced hurricane restoration costs that may be achieved through undergrounding in future proceedings relating to CIACs for UG facilities.

5.
The Commission should evaluate and encourage the "hardening" of UG facilities, e.g., by the use of waterproof switches, switch cabinets, and other facilities.

6.
The Commission should prohibit public utilities from including indirect and general costs, other than the normal hourly-rate costs for "reviewing and inspecting" UG construction work in progress to ensure compliance with codes and utility construction standards, in applicant costs where an applicant local government does the installation of the UG facilities itself.  

7.
The Commission's overriding statutory mandate is to regulate in the public interest.  Consistent with this mandate, the Commission should also consider at least the value of lost goods, food, and medicine, as well as lost economic productivity, to all Floridians in formulating its policies for improving and enhancing the reliability of Florida's electric distribution system.  As articulated by several panelists at the Governor's 2005 Energy Forum held in December 2005, the Commission should seek to promote "the greater good" in developing its policies on this critical matter. 

Next Steps


The Town of Palm Beach and the Town of Jupiter Island recommend that the PSC act now to promote the public interest by encouraging the installation of new UG facilities, and by encouraging the conversion of existing OH to UG facilities as described in our comments above.  We believe that this may best be accomplished by opening dockets to amend the PSC's rules and to amend the public utilities' tariffs to implement the specific measures recommended in our comments above. 

Respectfully submitted,

The Honorable Charles A. Falcone, D.Eng.

Commissioner, Town of Jupiter Island, Florida

Robert Scheffel Wright, Esquire

Special Counsel to the Town of Palm Beach, Florida 
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