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341 NORTH MAITLAND AVENUE – SUITE 300 – MAITLAND, FL 32751 
TELEPHONE: (407) 628-2600  FAX: (407) 628-2610  EMAIL: PRMG@PRMGinc.com 

February 21, 2008 
 
 
Mr. William G. Thiess, P.E. 
Director of Utilities 
Fort Pierce Utilities Authority 
P.O. Box 3191 
Fort Pierce, FL  34948-3191 
 
Subject: Electric, Water, Wastewater, and Natural Gas Rate Study 
 
Dear Mr. Thiess: 
 
We have completed our study of the electric, water, wastewater and natural gas rates for the Fort 
Pierce Utilities Authority (the “Authority”), and have summarized the results in this report for 
your consideration.  This report summarizes our review of the Authority’s rates necessary to 
meet the projected electric, water, wastewater and natural gas system (the “System”) revenue 
requirements for fiscal year ending September 30, 2008 (“Fiscal Year 2008”) through the fiscal 
year ending September 30, 2012 (the “study period”), and rates proposed to become effective 
with bills rendered on or after April 1, 2008 are presented herein.  Because subsequent rate 
increases are also identified for the study period, it is recommended that the Authority continue 
to update and review its utility rate needs annually. 
 
In our review of the adequacy of the existing electric, water, wastewater and natural gas rates, we 
have relied upon certain information and data provided by the Authority including the 
Authority’s Comprehensive Annual Financial Reports; the adopted Fiscal Year 2008 Budget; the 
Five-Year Capital Improvement Program; customer statistics; periodic reports; records of 
operation; and other information and data provided by the Authority.  To the extent we have 
performed our analyses using the data and information obtained from the Authority and others, 
we have relied upon such information to be accurate and no assurances are intended and no 
representation or warranties are made with respect thereto or the use made herein. 
 
During the course of the study, it was determined that the proposed rates should meet a number 
of goals and objectives.  The single most important goal of the study is to develop proposed 
utility rates that meet the projected expenditure requirements of the utility system in order to 
maintain sound financial operations and to fund the anticipated capital needs of the System.  The 
other goals and objectives considered in the study include the following: 
 

• Proposed rates should be equitable among customer classes; 

• Proposed rates should minimize “rate shock” to customers if possible; 



Mr. William G. Thiess, P.E.  
Fort Pierce Utilities Authority 
February 21, 2008 
Page 2 
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• Proposed rates should promote the conservation of utility resources; 

• Proposed rates should comply with rate covenants as required by the Bond Resolution; and 

• Proposed rates should maintain adequate reserves for emergencies and unforeseen capital 
needs. 

 
The proposed rates to become effective with bills rendered on or after April 1, 2008 set forth 
herein are based on the recovery of the total costs anticipated for the System.  As such, the 
results of our study as summarized in the report following this letter, including the proposed 
rates, is considered by PRMG to satisfy the Authority’s goals and objectives. 
 
We appreciate the opportunity to be of service to the Authority. 
 
      Respectfully submitted, 

      Public Resources Management Group, Inc. 
 
       
 
      Henry L. Thomas 
      Vice President and Principal 
 
 
       
 
      Murray M. Hamilton, Jr. 
      Rate Consultant 
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FORT PIERCE UTILITIES AUTHORITY 

ELECTRIC, WATER, WASTEWATER, AND NATURAL GAS RATE STUDY 
 

EXECUTIVE SUMMARY 
 
 
GENERAL 
The Fort Pierce Utilities Authority’s (the “Authority”) electric, water, and wastewater rates were 
last increased during Fiscal Year 2007.  Subsequent rate increases were also identified at that 
time for these systems; however, the Authority elected to address future rate needs on an annual 
basis.  To assist the Authority in the financial planning process, Public Resources Management 
Group, Inc. (PRMG) was retained to perform a utility rate study and prepare an updated five-
year forecast of the Authority's financial requirements including the natural gas system.  The 
purpose of the study was to evaluate the sufficiency of all utility rates and make 
recommendations as to the change in rates necessary to meet the projected expenditure needs of 
the System. 
 
SCOPE OF SERVICES 
In an effort to ensure adequate funding for the cost of utility operations and capital 
improvements necessary to meet the requirements of System, satisfy regulatory requirements, 
and fund utility system replacements and upgrades, the Authority engaged PRMG to review the 
adequacy of its utility rates.  The scope of services for this analysis included the following major 
tasks: 
 
1. Development of a five-year forecast of the electric, water, wastewater and natural gas 

customers and the potential revenues to be derived from existing rates; 
 
2. Development of a five-year financial forecast of the System’s cash disbursements, 

including operation and maintenance expenditures of the System, funding of capital 
improvements on behalf of the System, and the ability of the System revenues to meet the 
rate covenants defined in the Bond Resolution that authorized the issuance of the 
outstanding utility system revenue bonds of the System; 

 
3. Proposal of utility system rates that fully recover the costs of providing service, promote 

the continued conservation of utility resources, and in the case of electric rates reflect the 
cost of service guidelines of the Florida Public Service Commission ("FPSC"); and 

 
4. Preparation of a report documenting PRMG's analyses, assumptions, and conclusions for 

consideration by the Authority’s Board of Directors (the “Board”) and presentation of such 
findings at a public hearing in order to fully disclose the findings and recommended rate 
adjustments. 

 
EXISTING CONDITIONS 
The Authority last adjusted its electric, water and wastewater rates pursuant to the Fiscal Year 
2007 Rate Study, in which the electric rates were increased 6% in January 2007 while the water 
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and wastewater rates were increased in two (2) steps: 
 
• The water rates were increased 7% in April 2007 and 5% in September 2007 

• The wastewater rates were increased 6% in April 2007 and 4% in September 2007 
 
A review of the natural gas system was not incorporated into the previous study; therefore, no 
recommendations were made by PRMG.  However, a review of the natural gas system is 
incorporated into the current study. 
 
Subsequent to the Fiscal Year 2007 Rate Study, the Authority completed the year with 
significant reductions in utility sales, which were not otherwise anticipated.  The reduction in 
sales is attributable to the cooling within the housing market and significant trends in 
conservation impacting South Florida.  Specifically, the Authority experienced the following 
decreases in sales as compared to the Fiscal Year 2006 operating results: 
 
• Electric Sales (kWh) down 4% 

• Water Sales (kgal) down 8% 

• Wastewater Sales (kgal) down 8% 

• Natural Gas Sales down 6% 
 
As of September 30, 2007, the Authority recorded approximately $10.5 million in unrestricted 
cash reserves or 40 days of operating and maintenance expenditures.  The Authority’s goal is 
maintain unrestricted cash reserves of approximately 60 days of operating and maintenance 
expenditures, achieving this goal over the next several years.  However, based on the level of 
rate deficiencies identified early on in the financial forecast, the Authority has targeted minimum 
cash balance of approximately $8.0 million or 30 days of operating and maintenance 
expenditures in Fiscal Year 2008 to delay and phase in required increases over several fiscal 
years.  The proposed System-wide increases outlined in this study through Fiscal Year 2012 
support this objective. 
 
CUSTOMERS, SALES, AND REVENUES 
The Authority is experiencing an overall slowdown in its new development; however, new 
connections are anticipated to remain fairly strong within the water and wastewater systems’ 
service territories.  The forecast of new development that is incorporated into the financial 
forecast is predicated on development schedules prepared by Authority staff.  Based on those 
schedules, the following trends are anticipated to occur over the study period: 
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The customer usage and sales forecast developed for each utility system was combined with the 
Authority’s existing rates, including the Authority’s estimated power cost adjustment (the 
“PCA”) and purchased gas adjustment (the “PGA”), to estimate future revenues.  The following 
tabulations reflect the projected revenues for the study period: 
 

Projected Electric Rate Revenues at Existing Rates [1] 
Customer Class 2008 2009 2010 2011 2012 

Residential $32,249,152 $32,964,472 $33,386,210 $33,614,863 $33,853,451 
General Service Non-Demand 9,195,652 9,371,938 9,466,435 9,510,768 9,557,832 
General Service Demand 30,642,312 31,236,084 31,515,896 31,603,942 31,702,399 
General Service Demand – HLF     1,470,305     1,497,054     1,506,894     1,506,478     1,506,617 

Subtotal $73,557,421 $75,069,548 $75,875,435 $76,236,051 $76,620,299 
      
Private Outdoor Lighting $1,060,351 $1,070,813 $1,074,662 $1,074,499 $1,074,553 
Street Lighting 832,579 843,156 847,047 846,883 846,937 
Traffic Signals          95,878          97,456          98,036          98,011          98,020 

Total $75,546,229 $77,080,973 $77,895,180 $78,255,444 $78,639,809 
__________ 
[1] Amounts derived from Table 3-4 at the end of Section 3 based upon existing rates and the customer forecast presented in 

Table 3-1.  The revenues reflect all charges collected on a retail basis except the City’s utility tax that is not recognized as a 
revenue of the Authority. 

 
 

Projected Water Rate Revenues at Existing Rates [1] 
Customer Class 2008 2009 2010 2011 2012 

Residential $5,248,995 $5,555,581 $6,170,277 $6,956,728 $7,626,654 
General Service 6,630,977 6,678,841 6,744,551 6,773,517 6,781,176 
Other Rate Revenues        840,671        906,898    1,000,369     1,115,386     1,234,426 

Total $12,720,644 $13,141,319 $13,915,198 $14,845,631 $15,642,256 
__________ 
[1] Amounts derived from Table 4-2 at the end of Section 4 based upon existing rates and the customer forecast presented in 

Table 4.  The revenues reflect all charges collected except the City's water utility tax that is not recognized as a revenue of the 
Authority. 
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Projected Wastewater Rate Revenues at Existing Rates [1] 
Customer Class 2008 2009 2010 2011 2012 

Residential $4,513,368 $4,855,064 $5,529,673 $6,388,533 $7,117,609 
General Service 5,977,780 6,049,882 6,148,822 6,197,233 6,212,029 
Other Rate Revenue        197,762        215,032        239,407        269,399        300,441 

Total $10,688,911 $11,119,978 $11,917,901 $12,855,164 $13,630,079 
__________ 
[1] Amounts derived from Table 5-2 at the end of Section 5 based upon existing rates and the customer forecast presented in 

Table 5-1.  The revenues reflect all charges collected. 
 
 

Projected Natural Gas Rate Revenues at Existing Rates [1] 
Customer Class 2008 2009 2010 2011 2012 

Residential $1,354,146 $1,382,619 $1,377,189 $1,371,759 $1,366,330 
General Service  2,764,320 2,904,249 2,912,764 2,921,278 2,929,793 

Total $4,118,466 $4,286,868 $4,289,953 $4,293,038 $4,296,123 
__________ 
[1] Amounts derived from Table 6-4 at the end of Section 6 based upon existing rates and the customer forecast presented in 

Table 6-1.  The revenues reflect all charges collected. 
 
 
REVENUE REQUIREMENTS 
The various components of costs associated with operating and maintaining a utility system, as 
well as the costs of financing the renewals and replacements of existing facilities and the capital 
improvements for upgrades and expansions, are generally considered the revenue requirements 
of a public utility such as the Authority’s System.  The sum of these costs, after adjusting for 
other income and other operating revenues available to the utility, represents the net revenue 
requirements to be recovered from rates.  The development of the net revenue requirements for 
the electric, water, wastewater, and natural gas systems is a critical component of the study since 
utility rates should be designed to fully recover the cost of providing service.  The projections of 
revenue requirements associated with each of the Authority’s systems are consistent with 
methods employed by other publicly owned utilities that rely on revenue bond financing to fund 
capital investment needs. 
 
The revenue requirements identified in this study are predicated on an analysis of the five (5) 
fiscal year period of September 30, 2008 through 2012.  A forecast of System operations was 
prepared in order to: i) assess the adequacy of utility rates in the near future; ii) recognize 
potential cost recovery strategies based on the phase-in of any required rate adjustments to meet 
the projected revenue requirements; and iii) examine the financial implications of alternatives to 
funding the System’s capital plan.  The projected revenue requirements include the various 
generalized cost components described below: 
 
Operating Expenditures – These expenditures include the cost of utilities, chemicals, salaries and 
benefits, materials and supplies, allocated administrative charges, and other items necessary for 
the daily operations and maintenance of the electric, water, wastewater, and natural gas systems. 
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Debt Service – Debt Service includes the principal and interest of the System’s currently 
outstanding senior lien bonds and other obligations payable from the net operating revenues of 
the System. 
 
Renewal and Replacement Fund / Capital Replacement Account – This component of cost 
includes: i) funding of the Authority's renewal and replacements as defined in the Bond 
Resolution that authorized the issuance of the outstanding senior lien utility revenue bonds; and 
ii) the funding of an ongoing capital replacement account to provide for the continued renewal, 
upgrade, and betterment of utility system assets.  These requirements are funded annually from 
utility rates and have been identified as a separate revenue requirement for rate determination 
purposes. 
 
Other Revenue Requirements – This component of cost includes other expenditures incurred by 
the System.  Examples include, but are not limited to: i) other capital improvement financed 
from System revenues including departmental capital such as vehicles, equipment and furniture; 
ii) Distributions to the City of Fort Pierce (the “City”); and iii)  funding of other financial 
requirements such as working capital and operating reserves in order to meet the financial targets 
of the utility or rate phasing alternatives for the benefit of the System and to comply with the rate 
covenants of the Bond Resolution. 
 
Principal Assumptions and Considerations 
The development of the projected operating expenditures is presented in detail in Section 2 of 
this report. These projections required certain assumptions about future cost and operating 
conditions.  Major assumptions, considerations, and analyses that are included in the 
development of the financial forecast of revenue requirements are as follows: 
 
1. The adopted Fiscal Year 2008 Operating and Capital Budgets associated with the 

operations, maintenance, and upgrades to the System as provided by the Authority served 
as the basis for the expenditure projections.  The underlying assumptions reflected in such 
budgets were assumed to be reasonable and representative of anticipated operations, unless 
otherwise discussed hereunder. 

2. The operation and maintenance expenditures for the electric, water, wastewater, and natural 
gas systems budgeted for Fiscal Years 2008 were projected for the remaining four (4) years 
of the forecast period (through Fiscal Year 2012).  These projections are illustrated in 
Table 2-1 at the end of Section 2 for each department within the System, while the 
escalation factors associated with the estimated increases in operating costs are shown in 
Table 2-2.  The projected operating expenditures were developed for the study as follows: 

a. The following budgeted Fiscal Year 2008 operating expenditures were increased above 
the adopted 2008 levels per year as follows: 

• Salaries and Other Personnel Services – 5.0% per year 

• Health and Worker’s Compensation Insurance – 10.0% per year 

• Property and Liability Insurance – 5.0% per year 
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• Repair and Maintenance – 4.5% per year 

• Other Operating Costs – 3.0% per year (inflation) 

b. The adopted Fiscal Year 2008 operating expenditures that are directly correlated with 
customer growth, usage, and demand such as utility and chemical charges, operating 
supplies and tools, and other direct expenditures associated with electric, water, 
wastewater and/or natural gas services are projected to increase over the forecast period 
to account for the combined effects of growth and inflation.  These factors are 
calculated individually for each utility system and are shown in Table 2-2 at the end of 
Section 2. 

c. The Authority purchases one-hundred percent (100%) of its energy needs through the 
All Requirements Project with FMPA.  Based upon a review of recent energy purchases 
by the Authority, existing rates charged by FMPA, projected energy demand by the 
Authority’s customers that includes recent energy conservation trends, and an estimated 
line loss factor of 5.0%, a forecast of required energy purchases was developed for the 
study period ending September 30, 2012.  Because of recent energy conservation by the 
Authority’s customers, this new forecast reduced the operating budget for Fiscal Year 
2008 by $3.7 million, and correspondingly reduced electric sales and revenues.  Section 
3 provides a more thorough discussion of the energy and sales forecast, while the 
following table summarizes purchased power costs anticipated for the study period: 

Projected Purchased Power Cost [1] 
Description 2008 2009 2010 2011 2012 

Projected Sales to Customers (000s kWh) [2] 580,339 583,238 586,147 588,974 591,802 
Plus Energy Line Losses (000s kWh) [3]    32,567    30,696    30,849    30,998    31,147 
Energy Requirements (000s kWh) [4] 612,906 613,934 616,997 619,973 622,949 
      
Total Amount Due ($) [5] $50,297,980 $51,288,184 $51,551,810 $51,800,416 $52,049,023 
      
Average Cost Per 1,000 kWh Purchased ($) [5] $82.06 $83.54 $83.55 $83.55 $83.55 
__________ 
[1] Amounts derived from Table 3-2 at the end of Section 3. 
[2] Amount derived from Table 3-1 based on projected customer demand. 
[3] Amount reflects additional energy requirement, which is lost during transmission and distribution of energy.  The estimated line loss factor is 

5.0% based on historical experience. 
[4] Amount reflects the total energy requirements of the System and includes energy needs for private outdoor lighting and street lighting plus an 

estimate for line losses. 
[5] Amounts based on existing rates including power cost adjustments passed on by FMPA to the Authority for changes in energy costs.  No 

additional increases in FMPA’s power costs were projected.  Any potential increases that occur will be recovered through the Authority's power 
cost adjustments. 

 

d. The Authority purchases one-hundred percent (100%) of its natural gas needs from 
Florida Gas Utility or FGU.  Based upon a review of recent gas purchases by the 
Authority, existing rates charged by FGU, and projected natural gas demand by the 
Authority’s customers a forecast of required gas purchases was developed for the study 
period ending September 30, 2012.  Because of recent gas conservation by the 
Authority’s customers, this new forecast reduced the operating budget for Fiscal Year 
2008 by $180,000, and correspondingly reduced anticipated gas sales and revenues.  
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Section 6 provides a more thorough discussion of the natural gas forecast, while the 
following table summarizes anticipated purchased gas costs for the study period: 

 

Projected Gas Purchases [1] 
Description 2008 2009 2010 2011 2012 

Gas Requirements (CCF) [1] 2,747,406 2,750,732 2,754,059 2,757,385 2,760,711 
      
Total Amount Due ($) [2] $2,519,372 $2,522,421 $2,525,472 $2,528,521 $2,531,573 
      
Average Cost Per CCF Purchased ($) [2] $0.91700 $0.91700 $0.91700 $0.91700 $0.91700 
__________ 
[1] Amounts derived from Table 6-2 at the end of Section 6. 
[2] Amounts reflect the existing rates currently being charged by FGU and do not reflect any estimate of future changes to gas prices that 

would otherwise pass-through the Authority's purchased gas adjustment (PGA). 
 

e. The adopted Fiscal Year 2008 Budget was reduced for depreciation and amortization 
since these charges reflect non-cash transactions.  Although such amounts were 
removed from the operating budget, our analysis incorporates capital replacement 
charges on a pay-as-you-go basis or cash basis, which will be discussed further during 
our analysis of the capital expenditures later in this section. 

f. Based on discussions with Authority staff, no additional personnel needs were 
identified above the adopted Fiscal Year 2008 levels.  Therefore, no additional salaries 
and benefits were recognized above those for typical pay increases. 

g. The adopted Fiscal Year 2008 Budget reflects a 1.0% contingency as developed by 
Authority staff for unforeseen operation and maintenance expenditures.  This 
contingency factor was maintained throughout the study period. 

3. As defined in Article XII, Section 178(d) of the City Charter of the City of Fort Pierce, 
Florida, the Authority is required to pay a six percent (6%) distribution to the City.  The 
distribution is expensed in the year the cash payment is made, while the calculation of the 
required distribution is based upon the preceding fiscal year’s audited financial statements.  
The required payment reflects six percent (6%) of System gross revenues as adjusted for 
fuel and gas adjustment revenues, capital improvement charges, sanitation charges, MOEC 
operating revenues, and FPUA contributions.  Table 2-6 at the end of Section 2 provides 
the estimated Fiscal Year 2008 distribution to the City, which was based on estimated 
operating results for Fiscal Year 2007.  Table 2-7 provides a detailed calculation of the 
estimated annual distribution to the City for the remaining Fiscal Years through 2012.  The 
following table reflects a summary of the estimated payments that are based upon the 
adoption of all proposed rate increases discussed in Section 7 of this report: 
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Projected Distribution to the City of Fort Pierce [1] 
Description 2008 2009 2010 2011 2012 

Prior Year Estimated Adjusted Gross 
Revenue [2] $82,532,734 $87,241,266 $95,706,501 $100,595,190 $104,920,624 

      
Percent of Transfers                6%               6%               6%                6%                6% 
      
Gross Transfer $4,951,965 $5,234,476 $5,742,390 $6,035,711 $6,295,237 
Less Amount Disallowed [3]                    0  (531,037)                   0                   0                   0 
      
Projected Distribution to the City $4,951,965 $4,703,439 $5,742,390 $6,035,711 $6,295,237 
__________ 
[1] Amounts derived from Tables 2-6 and 2-7 at the end of this section. 
[2] Amount reflects adjustments for fuel/gas adjustment revenues, capital improvement charge, sanitation charges, MOEC operating 

revenues, and FPUA contribution. 
[3] Amounts limited to 40% of the net cash flow as defined in the Bond Resolution. 

 
 
 Based on the proposed Fiscal Year 2008 rate increases proposed in this study, it is 

estimated that the Fiscal Year 2009 payment that will be based on the Fiscal Year 2008 
operating results will be reduced by $530,000 when compared with the 6% requirement.  
For the remaining fiscal years during the forecast period, no such limitation was anticipated 
based on the adoption of the proposed rate increases discussed in Section 7 of this report. 

 
4. The projected capital expenditures for the electric, water, wastewater, and natural gas 

systems were based on information provided by the Authority, along with additional 
information regarding the status of current and anticipated projects and annual 
departmental capital needs.  Table 2-8 at the end of Section 2, provides a detailed listing of 
the capital projects for the System and each associated funding source.  The following 
tabulation summarizes the Authority’s capital improvement program and expected funding 
sources: 

Capital Improvement Program [1] 
 Fiscal Year Ending September 30, 
 2008 2009 2010 2011 2012 Total 

Capital Expenditures:       
Electric System $19,383,645 $11,026,982 $10,185,643 $10,470,888  $8,090,682 $59,157,840 
Water System 9,356,465 10,824,626 5,537,289 3,510,925  3,605,805 32,835,110 
Wastewater System 15,188,191 3,310,854 17,588,925 30,211,503  12,520,553 78,820,026 
Natural Gas System        431,104        277,500        281,900        288,850         294,250       1,573,604 

Total Capital Expenditures $44,359,405 $25,439,962 $33,593,757 $44,482,166  $24,511,290 $172,386,580 
        
Funding Sources:       

Operating Reserves $0 $0 $0 $0  $0 $0 
Electric Rate Revenues 6,293,721 6,352,774 7,891,989 6,080,830  5,687,555 32,306,869 
Water Rate Revenues 805,677 4,673,242 2,982,881 2,513,569  2,563,568 13,538,937 
Wastewater Rate Revenues 1,780,741 2,124,679 2,158,925 2,731,503  1,820,553 10,616,401 
Natural Gas Rate Revenues 431,104 277,500 281,900 288,850  294,250 1,573,604 
Electric Capital Improvement Charges 0 0 0 0  0 0 

__________ 
Table continued on following page. 
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Capital Improvement Program [1] (cont'd.) 
 Fiscal Year Ending September 30, 
 2008 2009 2010 2011 2012 Total 

Funding Sources: (cont'd.)       
Water Capital Improvement Charges 2,231,203 6,113,309 954,408 997,356  1,042,237 11,338,513 
Wastewater Capital Improvement Charges 1,868,500 960,000 5,200,000 2,700,000  2,700,000 13,428,500 
Developer Contributions 660,500 995,741 1,519,754 1,565,099  1,131,835 5,872,929 
Fort Pierce Redevelopment Agency 4,473,000 1,029,560 0 0  0 5,502,560 
State Grants 3,793,500 0 0 0  0 3,793,500 
Florida Municipal Power Agency 1,412,500 0 0 0  0 1,412,500 
Federal Emergency Management Agency 858,750 0 0 0  0 858,750 
Municipal Services Benefit Unit 3,219,035 0 0 0  0 3,219,035 
FMPA 2007 Note #1 – Draw 7,391,174 913,157 0 0  0 8,304,331 
Senior Lien – Debt 1 0 0 12,603,900 27,604,959  9,271,292 49,480,151 
Junior Lien – Debt 1     9,140,000     2,000,000                   0                   0                    0     11,140,000 

Total Funding Sources $44,359,405 $25,439,962 $33,593,757 $44,482,166  $24,511,290 $172,386,580 
__________ 
[1]Amounts derived from Table 2-8 at the end of this Section 2. 

 

a. The major capital projects during the study period that will require significant funding 
are as follows: 

i. Hartman Substation renewal and replacement is required to meet the Authority's 
power needs following the decommission of the King Plant – $8.6 Million 

ii. Wastewater deep injection well and 5.0 MGD Mainland Water Reclamation Facility 
to meet the needs of future growth – $52.2 Million 

iii. Other capital improvements including transmission extensions, improvements, and 
replacements and the replacement of vehicles and equipment 

b. Two major projects that were not funded during the study period include the following: 

i. The decommissioning costs associated with the King Plant; 

ii. Any costs associated with moving the existing wastewater treatment plant off South 
Hutchison Island. 

5. The Authority currently has outstanding approximately $115 million in long-term debt 
obligations that require annual funding of approximately $9.8 million per year.  The 
outstanding instruments and corresponding annual debt service payments are shown in 
detail in Table 2-9 at the end of this Section 2, which were allocated between the electric, 
water, wastewater, and natural gas systems based on information provided by Authority 
staff.  As shown in Item 4 above, the Authority plans to issue additional debt to meet the 
needs of the capital plan, and which are reflected within Table 2-9 for each year of the 
study period affected.  The following assumptions were used to estimate future debt service 
payments associated with the planned capital projects: 
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• Junior Lien Bank Note 

⎯ $12.8 million principal 

⎯ Issuance after April 1, 2008 

⎯ 15 years at 5.5% 

⎯ $1.3 million average payment 

• Senior Lien Bonds – Series 2010 

⎯ $56.6 million principal 

⎯ Includes 18 months capitalized interest 

⎯ Issuance after October 1, 2009 

⎯ 30 years at 5.75% 

⎯ $4.1 million average payment 

6. An additional financial obligation of Authority’s management is to ensure adequate 
working capital and emergency cash reserves are maintained for the System.  During Fiscal 
Years 2006 and 2007, the Authority significantly spent down its operating reserve cash 
balances to pay for capital projects.  A portion of such amounts have been reimbursed 
through note proceeds from the FMPA Series 2007 Note; however, the Authority needs to 
replenish its working capital to maintain targeted operating reserves of 60 days of 
operations and maintenance expenditures.  As of September 30, 2007, the Authority had 
approximately $10.5 million in unrestricted cash balances or 40 days of operating 
expenditures.  While the Authority prefers to maintain an unrestricted cash balance of 
approximately 60 days of operating expenditures, the Authority recognizes that this goal is 
not achievable early in the study period without significant utility rate increases, above 
those proposed herein, due to the near-term capital spending plan as adopted by the 
Authority.  Therefore, to minimize the need for higher rate increases, the Authority has 
targeted a minimum cash reserve balance of $8.0 million (approximately 30 days of 
operating expenditures that will increase to approximately $16 million by Fiscal Year 2012 
or 60 days of operating expenditures based on smaller incremental rate increases).  Based 
upon the anticipated adoption of the proposed rate increases outlined in the report, Table 2-
10 at the end of Section 2 reflects the System’s estimated cash balances at the end of each 
fiscal year, which are summarized below: 

 
 
 
 

(Remainder of page intentionally left blank) 
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 Projected Cash Balances as of  September 30, [1] 
 2008 2009 2010 2011 2012 

Fund Description      
Operating Fund [2] $8,016,115 $7,778,562 $9,773,084 $13,628,370 $16,380,629 
Emergency Reserve Fund [3] 2,000,000 2,000,000 2,000,000 2,000,000 2,000,000 
Renewals and Replacement Fund 1,222,538 1,222,538 1,222,538 1,222,538 1,222,538 
Customer Deposits Fund 5,111,886 5,111,886 5,111,886 5,111,886 5,111,886 
Electric Capital Improvement Charge Fund [4] 0 0 0 0 0 
Water Capital Improvement Charge Fund 6,071,274 2,426,723 3,761,596 4,502,920 5,006,702 
Wastewater Capital Improvement Charge Fund       411,227     3,109,148     1,347,802     1,181,564        689,099 

Total Cash (Year-End) $22,833,040 $21,648,857 $23,216,906 $27,647,278 $30,410,854 
      
Days of O&M Calculated 33 31 38 52 61 
Days of O&M Preferred 60 60 60 60 60 
__________ 
[1] Amounts derived from Table 2-10 at the end of Section 2 and were based on the adoption of the proposed rate increases outlined in this report. 
[2] Amount reflects unrestricted cash of the System to be used for any lawful purpose.  All other funds have restricted uses. 
[3] Amounts are restricted by the Bond Resolution to provide emergency funding for catastrophic acts of God or other disasters. 
[4] Amounts collected annually used to pay expansion-related debt service payments. 

 
 
ADEQUACY OF EXISTING RATES 
Sections 3 to 6 present the financial analyses of each individual utility system with a summary 
discussion in Section 7.  Based on the forecast of future revenues at existing rates and the 
projection of future revenue requirements, the following schedule reflects the combined 
inadequacy of existing utility rates: 

Adequacy of Existing Rates [*]
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[*] Amounts derived in detail from Table 7-1 at the end of Section 7. 
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PROPOSED COST RECOVERY PLAN 
Based on the goals as establish by the Authority, which include establishing rates sufficient to 
transfer 100% of the allowable Distribution to the City by Fiscal Year 2010 and maintaining 
minimum cash balances as provided by the Finance Director, the following proposed cost 
recovery strategy is recommended for adoption by the Board of Directors (the “Board”): 
 

 Fiscal Year Ending September 30, [*] 
Description 2008 2009 2010 2011 2012 

Required Annual Increases      
Electric System 3.0% 3.0% 1.0% 1.0% 0.0% 
Water System 3.0% 2.0% 2.0% 2.0% 2.0% 
Wastewater System 9.0% 6.0% 3.0% 2.0% 2.0% 
Natural Gas System 9.0% 9.0% 5.0% 2.0% 2.0% 

       
System-Wide 3.9% 3.5% 1.5% 1.3% 0.6% 
       
Effective Date Apr. 1 Jan. 1 Jan. 1 Jan. 1 Jan. 1 
       
Combined Surplus/(Deficiency) ($2,504,610) ($231,381) $2,019,930 $3,900,956  $2,819,283 
Percent (2.38%) (0.21%) 1.72% 3.21% 2.26% 
       
Unrestricted Cash Balances $8,016,115 $7,778,562 $9,773,084 $13,628,370  $16,380,629 

Days of O&M 33 31 38 52 61 
       
Transfer Earned Prior Year $4,951,965 $5,234,476 $5,742,390 $6,035,711  $6,295,237 
Authorized Transfer (40% Max)    4,951,965    4,703,439    5,742,390    6,035,711     6,295,237 

Amount of Transfer Not Allowed $0 $531,037 $0 $0  $0 
__________ 
[*] Based on the adoption of all rate increases through Fiscal Year 2012. 

 
 
EXISTING AND PROPOSED RATES 
Based on the cost recovery plan shown above, it is recommended that the Board consider 
adopting the proposed System-wide rate increases beginning with bills rendered on or after April 
1, 2008, and to continue reviewing its utility rates annually to reaffirm the sufficiency of future 
utility rates.  Section 7 of this report provides detailed schedules outlining all existing and 
proposed rates for each customer class of service for the electric, water, wastewater, and natural 
gas systems.  The following tabulations show residential bill comparisons based on the average 
monthly usage per residential account for all utility services: 
 
 
 
 
 

(Remainder of page left intentionally left blank) 
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Estimated Existing and Proposed Electric Rates – 1,000 kWh Monthly Bill 

 
Existing 

(Feb. 2008) 
Adopted 

(Apr. 2008) 
Proposed 

(Apr. 2008) 
Electric System    
Customer Charges $5.77 $5.77 $6.01 
    
Energy Charges    
 750 @ $0.08373 750 @ $0.08373 750 @ $0.08722 
 250 @ $0.09373 250 @ $0.09373 250 @ $0.09764 
 or $86.23 or $86.23 or $89.83 
    
Sub-Total $92.00 $92.00 $95.84 
    
PCA 1,000 @ $0.032 1,000 @ $0.042 1,000 @ $0.042 
 or $32.00 [*] or $42.00 [**] or $42.00 [**] 
    
Sub-Total $124.00 $134.00 $137.84 
    
Rec. Tax $3.17 $3.43 $3.53 
    
Total Bill $127.17 $137.43 $141.37 
    
Increase $10.26 (8%) $3.94 (3%) 
__________ 
[*] Amount reflects the Power Cost Adjustment (PCA) as adopted by the Board to become effective February 1, 2008.  

The PCA will further increase to $0.034 per kWh on March 1, 2008 as adopted by the Board. 
[**] Based on rising purchased power costs forecasted through Fiscal Year 2009, Authority staff recommends raising 

the PCA to $0.042 per kWh with bills rendered on or after April 1, 2008 and subsequently lowering the PCA to 
$0.038 per kWh with bills rendered on or after October 1, 2008 based on projected rates from FMPA.  Should 
FMPA’s forecast change or actual operating results differ from such energy forecast, the proposed PCA’s will be 
considered for additional adjustment by the Board. 

 
 
 

Estimated Existing and Proposed Water and Wastewater Rates – 
6,000 Gal. Monthly Bill 

 
Existing 

(Sep. 2007) 
Proposed 

(Apr. 2008) 
Water System   

Base [*] $18.45 $19.00 
Volumetric 3 @ $2.67 3 @ $2.75 
Water Bill $26.46 $27.25 

Increase --- $0.79 (3%) 
   
Sewer System   

Base $12.23 $13.33 
Volumetric 6 @ $4.38 6 @ $4.77 
Sewer Bill $38.51 $41.95 

Increase --- $3.44 (9%) 
   
Combined System   

Total Bill $64.97 $69.20 

Increase --- $4.23 (7%) 
__________ 
[*]Amount includes the first 3,000 gallons of consumption. 
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Estimated Existing and Proposed Natural Gas Rates – 
13 CCF Monthly Bill 

 
Existing 

(2008 PGA) 
Proposed 

(2008 PGA) 
Gas System   

Base $10.00 $11.17 
Volumetric 13 @ $1.0000 13 @ $1.1165 

Sub-Total $23.00 $14.51 
   
PGA 13 @ $0.5080 13 @ $0.5080 

 or $6.60 or $6.60 

Sub-Total $29.60 $32.28 
   
Rec. Tax $0.76 $0.83 
Total Bill $30.36 $33.11 

Increase --- $2.75 (9%) 
 
 
As shown in the previous tabulations, the proposed rates as outlined in Section 7 of this report 
are design to increase electric utility bills by 3%, water utility bills by 3%, wastewater utility 
bills by 9%, and natural gas utility bills by 9%.  Such amounts include all charges levied by the 
utility except solid waste charges billed on behalf of the City and utility taxes.  To the extent that 
actual operating results materially change from those forecasted during this study, this analysis 
should be further updated. 
 
CONCLUSIONS AND RECOMMENDATIONS 
Based on our studies, assumptions, consideration and analyses as summarized herein, we are of 
the opinion that: 
 
1. The Authority’s existing electric, water, wastewater and natural gas rates are not sufficient 

to meet the System revenue requirements through Fiscal Year 2012. 
 
2. The Authority should consider adopting the proposed utility rates for the electric, water, 

wastewater, and gas systems for Fiscal Year 2008 beginning with bills rendered on or after 
April 1, 2008. 

 
3. Based on the proposed Fiscal Year 2008 rate increases, the Authority should be able to 

transfer 90% of the earned Distribution to the City and maintain a minimum cash balance 
for Fiscal Year 2008 of approximately $8 million or 30 days of operating and maintenance 
expenditures. 

 
4. The Authority should continue updating its financial study annually to reaffirm future rate 

needs of the System. 
 



 

SECTION 1 
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SECTION 1 

INTRODUCTION 
 
 
GENERAL 
The Fort Pierce Utilities Authority (the “Authority”) was created and established in 1972 in 
accordance with certain provisions of the Charter of the City of Fort Pierce (the “City”), Florida 
and Ordinance No. F-399, as amended.  The Authority was established for the purpose of 
operating and maintaining the electric, water, wastewater, and natural gas distribution systems 
(the “System”).  The Authority operates and maintains the System, which provides service to the 
residents of the City of Fort Pierce, and certain adjacent areas outside the City limits. 
 
The Authority’s utility operations are accounted for as a utility enterprise fund; therefore, general 
accounting policies and sound utility management require that the System revenues are at least 
equal to the costs of providing utility services.  As such, the Authority should establish rates 
sufficient to meet the cost of operating, maintaining, repairing and financing the System. 
 
The Authority’s electric, water, and wastewater rates were last increased by the Authority during 
Fiscal Year 2007 based upon the previous utility rate study.  During the initial rate study, 
subsequent rate increases were also identified for these systems; however, the Authority elected 
to address each subsequent rate need on an annual basis.  To assist the Authority in the financial 
planning process, Public Resources Management Group, Inc. (PRMG) was retained to update the 
utility rate study and prepare a five-year forecast of System financial requirements including the 
natural gas system, which was not a part of the initial study.  The purpose of the study was to 
evaluate the sufficiency of all utility rates and make recommendations as to the change in rates 
necessary to meet the projected expenditure needs of the System. 
 
SCOPE OF SERVICES 
In an effort to ensure adequate funding for the cost of utility operations and capital 
improvements necessary to meet the requirements of System, satisfy regulatory requirements, 
and fund utility system replacements and upgrades, the Authority decided to review the adequacy 
of its utility rates.  The scope of services for this analysis included the following tasks: 
 
1. Development of a five-year forecast of the electric, water, wastewater and natural gas 

customers and the potential revenues to be derived from existing rates; 

2. Development of a five-year financial forecast of the System’s cash disbursements, 
including operation and maintenance expenditures of the System, funding of capital 
improvements on behalf of the System, and the ability of the System revenues to meet the 
rate covenants defined in the Bond Resolution that authorized the issuance of the 
outstanding utility system revenue bonds of the System; 
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3. Proposal of utility System-wide rates that fully recover the costs of providing service, 
promote the continued conservation of utility resources, and reflect the rate guidelines of 
the Authority; and 

4. Preparation of a report documenting our analyses, assumptions, and conclusions for 
consideration by the Authority’s Board of Directors (the “Board”) and presentation of such 
findings at a public hearing in order to fully disclose the findings and recommended rate 
adjustments. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

(Remainder of page left intentionally left blank) 
 



 

SECTION 2 
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SECTION 2 

ADOPTED BUDGET AND FINANCIAL FORECAST 
 
 
GENERAL 
The various components of costs associated with operating and maintaining a utility system, as 
well as the costs of financing the renewals and replacements of existing facilities and the capital 
improvements for upgrades and expansions, are generally considered as the revenue 
requirements of a public utility such as the Authority’s System.  The sum of these costs, after 
adjusting for other income and other operating revenues available to the utility, represents the net 
revenue requirements to be recovered from rates.  The development of the net revenue 
requirements for the electric, water, wastewater, and natural gas systems is a critical component 
of the study since utility rates should be designed to fully recover the cost of providing service.  
The projections of revenue requirements associated with each of the Authority’s systems are 
consistent with methods employed by other publicly owned utilities that rely on revenue bond 
financing to fund capital investment needs. 
 
The utility rate analysis is based on a forward-looking study period to assess the adequacy of the 
existing user rates for the electric, water, wastewater, and natural gas systems.  An important 
objective of developing the projections is to establish rates that recover the current and near 
future costs of providing service.  By designing rates and charges to provide revenues to match 
near future operating needs and capital funding requirements, the objective of maintaining the 
System’s financial condition should be accomplished.  The revenue requirements of this study 
are predicated on an analysis of the five (5) fiscal year period of September 30, 2008 through 
2012.  A forecast of System operations was prepared in order to: i) assess the adequacy of utility 
rates in the near future; ii) recognize potential cost recovery strategies based on the phase-in of 
any required rate adjustments to meet the projected revenue requirements; and iii) examine the 
financial implications of alternatives to funding the System’s capital plan.  The projected revenue 
requirements include the various generalized cost components described below: 
 
Operating Expenditures – These expenditures include the cost of utilities, chemicals, salaries and 
associated benefits, materials and supplies, allocated administrative charges, and other items 
necessary for the daily operations and maintenance of the electric, water, wastewater, and natural 
gas systems. 
 
Debt Service – Debt Service includes the principal and interest of the System’s currently 
outstanding senior lien bonds and other obligations payable from the net operating revenues of 
the System. 
 
Renewal and Replacement Fund / Capital Replacement Account – This component of cost 
includes: i) the funding of the Authority's renewal and replacements as defined in the Bond 
Resolution that authorized the issuance of the outstanding senior lien utility revenue bonds; and 
ii) the funding of an ongoing capital replacement account to provide for the continued renewal, 
upgrade, and betterment of utility system assets.  These requirements are funded annually from 
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utility rates and have been identified as a separate revenue requirement for rate determination 
purposes. 
 
Other Revenue Requirements – This component of cost includes other expenditures incurred by 
the System.  Examples include, but are not limited to: i) other capital improvement financed 
from System revenues including departmental capital such as vehicles, equipment and furniture; 
ii) distributions to the City of Fort Pierce (the “City”); and iii)  funding of other financial 
requirements such as working capital and operating reserves in order to meet the financial targets 
of the utility or rate phasing alternatives for the benefit of the System and to comply with the rate 
covenants of the Bond Resolution. 
 
PRINCIPAL ASSUMPTIONS AND CONSIDERATIONS 
The development of the projected operating expenditures shown in Table 2-1 at the end of this 
section and the other revenue requirements for the System required certain assumptions about 
future costs and operating conditions.  Major assumptions, considerations, and analyses that are 
included in the development of the forecast of revenue requirements are as follows: 
 
1. The adopted Fiscal Year 2008 Operating and Capital Budgets associated with the 

operations, maintenance, and upgrades to the System as provided by the Authority served 
as the basis for the expenditure projections.  The underlying assumptions reflected in such 
budgets were assumed to be reasonable and representative of anticipated operations, unless 
otherwise discussed hereunder. 

2. The operation and maintenance expenditures for the electric, water, wastewater, and natural 
gas systems budgeted for Fiscal Years 2008 were projected for the remaining four (4) years 
of the forecast period (through Fiscal Year 2012).  These projections are illustrated in 
Table 2-1 for each department within the System, while the escalation factors associated 
with the estimated increases in operating costs are shown in Table 2-2.  The projected 
operating expenditures were developed for the study as follows: 

a. The following budgeted Fiscal Year 2008 operating expenditures were increased above 
the adopted 2008 levels per year as follows: 

• Salaries and Other Personnel Services – 5.0% per year 
• Health and Worker’s Compensation Insurance – 10.0% per year 
• Property and Liability Insurance – 5.0% per year 
• Repair and Maintenance – 4.5% per year 
• Other Operating Costs – 3.0% per year (inflation) 

b. The adopted Fiscal Year 2008 operating expenditures that are directly correlated with 
customer growth, usage, and demand such as utility and chemical charges, operating 
supplies and tools, and other direct expenditures associated with electric, water, 
wastewater and/or natural gas services are projected to increase over the forecast period 
to account for the combined effects of growth and inflation.  These factors are 
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calculated individually for each utility system and are shown in Table 2-2 at the end of 
this section. 

c. The Authority purchases one-hundred percent (100%) of its energy needs through the 
All Requirements Project with FMPA.  Based upon a review of recent energy purchases 
by the Authority, existing rates charged by FMPA, projected energy demand by the 
Authority’s customers that includes recent energy conservation trends, and an estimated 
line loss factor of 5.0%, a forecast of required energy purchases was made for the study 
period ending September 30, 2012.  Because of recent energy conservation by the 
Authority’s customers, this new forecast reduced the operating budget for Fiscal Year 
2008 by $3.7 million, and correspondingly reduced electric sales and revenues.  Section 
3 provides a more thorough discussion of the energy and sales forecast, while the 
following table summarizes purchased power costs anticipated for the study period: 

Projected Purchased Power Cost [1] 
Description 2008 2009 2010 2011 2012 

Projected Sales to Customers (000s kWh) [2] 580,339 583,238 586,147 588,974 591,802 
Plus Energy Line Losses (000s kWh) [3]    32,567    30,696    30,849    30,998    31,147 
Energy Requirements (000s kWh) [4] 612,906 613,934 616,997 619,973 622,949 
      
Total Amount Due ($) [5] $50,297,980 $51,288,184 $51,551,810 $51,800,416 $52,049,023 
      
Average Cost Per 1,000 kWh Purchased ($) [5] $82.06 $83.54 $83.55 $83.55 $83.55 
__________ 
[1] Amounts derived from Table 3-2 at the end of Section 3. 
[2] Amount derived from Table 3-1 based on projected customer demand. 
[3] Amount reflects additional energy requirement, which is lost during transmission and distribution of energy.  The estimated line loss factor is 

5.0% based on historical experience. 
[4] Amount reflects the total energy requirements of the System and includes energy needs for private outdoor lighting and street lighting plus an 

estimate for line losses. 
[5] Amounts based on existing rates including power cost adjustments passed on by FMPA to the Authority for changes in energy costs.  No 

additional increases in FMPA’s power costs were projected.  Any potential increases that occur will be recovered through the Authority's power 
cost adjustments. 

 

d. The Authority purchases one-hundred percent (100%) of its natural gas needs from 
Florida Gas Utility or FGU.  Based upon a review of recent gas purchases by the 
Authority, existing rates charged by FGU, and projected natural gas demand by the 
Authority’s customers a forecast of required gas purchases was developed for the study 
period ending September 30, 2012.  Because of recent gas conservation by the 
Authority’s customers, this new forecast reduced the operating budget for Fiscal Year 
2008 by $180,000, and correspondingly reduced anticipated gas sales and revenues.  
Section 6 provides a more thorough discussion of the natural gas forecast, while the 
following table summarizes projected purchased gas costs for the study period: 
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Projected Gas Purchases [1] 
Description 2008 2009 2010 2011 2012 

Gas Requirements (CCF) [1] 2,747,406 2,750,732 2,754,059 2,757,385 2,760,711 
      
Total Amount Due ($) [2] $2,519,372 $2,522,421 $2,525,472 $2,528,521 $2,531,573 
      
Average Cost Per CCF Purchased ($) [2] $0.91700 $0.91700 $0.91700 $0.91700 $0.91700 
__________ 
[1] Amounts derived from Table 6-2 at the end of Section 6. 
[2] Amounts reflect the existing rates currently being charged by FGU and do not reflect any estimate in future changes to gas prices that 

would otherwise pass-through the purchased gas adjustment (PGA). 
 

e. The adopted Fiscal Year 2008 Budget was further reduced for depreciation and 
amortization since these charges reflect non-cash transactions.  Although such amounts 
were removed from the operating budget, our analysis incorporates capital replacement 
charges on a pay-as-you-go basis or cash basis, which will be discussed further during 
our analysis of the capital expenditures later in this section. 

f. Based on discussions with Authority staff, no additional personnel needs were 
identified above the adopted Fiscal Year 2008 levels.  Therefore, no additional salaries 
and benefits were recognized above those for typical pay increases. 

g. The adopted Fiscal Year 2008 Budget reflects a 1.0% contingency as developed by 
Authority staff for unforeseen operation and maintenance expenditures.  This 
contingency factor was maintained throughout the study period. 

3. The projected operation and maintenance expenditures for the electric, water, wastewater, 
and natural gas systems for the forecast period (through Fiscal Year 2012) as shown in 
Table 2-1 are further summarized for each Authority department in Table 2-3 at the end of 
this section and are presented below: 

Summary of Projected Operating Expenditures 
  Fiscal Year Ending September 30, [1] 

Dept. Description 2008 2009 2010 2011 2012 
01 Manatee Observation & Education Center $411,140 $429,312 $448,548  $468,810 $490,164 
10 Board 119,729 127,976 136,909  146,590 157,088 
11 Director of Utilities 297,816 310,939 324,701  339,136 354,281 
12 Attorney 124,132 130,687 137,635  145,006 152,827 
15 Human Resources 441,956 463,561 486,430  510,650 536,317 
18 Internal Auditing & Risk Management 447,807 471,198 495,980  522,247 550,102 
21 Director of Corporate Services 565,513 591,347 618,559  647,235 677,470 
22 Materials Management 452,994 477,537 503,649  531,446 561,056 
25 Controller's Office 636,734 672,203 709,910  750,018 792,701 
31 Shared Services 222,240 234,062 246,568  259,803 273,814 
32 Information Technology 1,936,018 2,029,223 2,127,558  2,231,351 2,340,958 
33 Federal Building 125,879 131,089 136,521  142,186 148,093 
35 Facilities (New) 926,431 967,580 1,010,793  1,056,193 1,103,907 
41 Corporate & Community Relations 369,762 387,813 406,920  427,155 448,600 
43 Customer Service 2,011,924 2,126,747 2,256,304  2,398,000 2,545,495 

__________ 
Table continued on following page. 
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Summary of Projected Operating Expenditures (cont'd.) 
  Fiscal Year Ending September 30, [1] 

Dept. Description 2008 2009 2010 2011 2012 
49 Administrative & General 599,122 617,402 636,437  656,152 676,375 
51 Director of Electric and Gas Systems 472,386 497,529 524,157  552,368 582,270 
52 Power Generation 2,709,952 2,845,782 2,989,337  3,141,084 3,301,603 
53 Electric Purchases for Resale 50,297,980 51,288,184 51,551,810  51,800,416 52,049,023 
54 Electric Transmission and Distribution 5,446,962 5,802,721 6,118,553  6,453,628 6,809,370 
56 Electric Engineering 1,367,863 1,440,270 1,517,029  1,598,442 1,684,834 
59 Administrative – Electric 2,831,930 2,894,602 2,940,082  2,975,007 3,011,427 
61 Director of Water and Wastewater Systems 214,445 226,158 238,589  251,788 265,809 
62 Water Resources 3,906,066 4,135,883 4,418,587  4,734,616 5,051,773 
64 Water Operations 2,571,121 2,716,509 2,875,517  3,046,400 3,225,988 
66 Water, Wastewater and Gas Engineering 1,046,671 1,105,532 1,168,097  1,234,631 1,305,420 
69 Administration – Water 219,998 227,231 236,314  246,505 256,245 
74 Gas Operations 1,511,901 1,592,958 1,678,968  1,770,281 1,867,272 
75 Natural Gas Purchases for Resale 2,519,372 2,522,421 2,525,472  2,528,521 2,531,573 
79 Administrative – Natural Gas 247,378 256,199 261,051  266,067 271,251 
82 Wastewater Systems 3,898,186 4,119,775 4,386,911  4,680,269 4,971,995 
84 Wastewater Operations 1,313,673 1,383,983 1,460,563  1,542,337 1,627,675 
89 Administration – Wastewater       235,531       244,503       255,626         268,037         279,941 

 Total $90,500,612 $93,469,916 $95,830,085  $98,322,375 $100,902,721 
__________ 
[1] Amounts derived from Table 2-3 and exclude annual charges for depreciation and amortization expenditures, expenditures associated with debt service and 

the Authority's Distribution to the City, which are calculated separately for each operating system. 
 

4. In order to develop utility rates for each individual system, the projected operating and 
maintenance expenditures were allocated between the electric, water, wastewater, and 
natural gas systems.  Other costs sanitation billing costs associated with the Manatee 
Observation & Education Center, the City of Fort Pierce, and the capitalized labor 
associated with the Capital Improvement Program as identified by Authority staff, were 
removed during this cost allocation process since such costs are funded by other revenue 
sources or are deductions to operating expenses.  The allocation references as developed in 
conjunction with Authority staff are shown in Table 2-4 at the end of this section.  Table 2-
5 presents the allocated operating and maintenance expenditures associated with the 
electric, water, wastewater, and natural gas systems for each fiscal year of the study period.  
These costs are included in the formation of the revenue requirements for each utility 
system that will be discussed in more detail within Sections 3 to 6 of the report. 

5. As defined in Article XII, Section 178(d) of the City Charter of the City of Fort Pierce, 
Florida, the Authority is required to pay a six percent (6%) distribution to the City.  The 
distribution is expensed in the year the cash payment is made, while the calculation of the 
required distribution is based upon the preceding fiscal year’s audited financial statements.  
The required payment reflects six percent (6%) of System gross revenues as adjusted for 
fuel and gas adjustment revenues, capital improvement charges, sanitation charges, MOEC 
operating revenues, and FPUA contributions.  Table 2-6 provides the estimated Fiscal Year 
2008 distribution to the City, which was based on estimated operating results for Fiscal 
Year 2007.  Table 2-7 provides a detailed calculation of the estimated annual distribution to 
the City for the remaining Fiscal Years through 2012.  The following table reflects a 
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summary of the estimated payments that are based upon the adoption of all proposed rate 
increases discussed in Section 7 of this report: 

Projected Distribution to the City of Fort Pierce [1] 
Description 2008 2009 2010 2011 2012 

Prior Year Estimated Adjusted Gross 
Revenue [2] $82,532,734 $87,241,266 $95,706,501 $100,595,190 $104,920,624 

      
Percent of Transfers                6%               6%               6%                6%                6% 
      
Gross Transfer $4,951,965 $5,234,476 $5,742,390 $6,035,711 $6,295,237 
Less Amount Disallowed [3]                    0  (531,037)                   0                   0                   0 
      
Projected Distribution to the City $4,951,965 $4,703,439 $5,742,390 $6,035,711 $6,295,237 
__________ 
[1] Amounts derived from Tables 2-6 and 2-7 at the end of this section. 
[2] Amount reflects adjustments for fuel/gas adjustment revenues, capital improvement charge, sanitation charges, MOEC operating 

revenues, and FPUA contribution. 
[3] Amounts limited to 40% of the net cash flow as defined in the Bond Resolution. 

 
 
 
 Based on the proposed Fiscal Year 2008 rate increases proposed in this study, it is 

estimated that the Fiscal Year 2009 payment that will be based on the Fiscal Year 2008 
operating results will be reduced by $530,000 when compared with the 6% requirement.  
For the remaining fiscal years during the forecast period, no such limitation was anticipated 
based on the adoption of the proposed rate increases discussed in Section 7 of this report. 

 
6. The projected capital expenditures for the electric, water, wastewater, and natural gas 

systems were based on information provided by the Authority, along with additional 
information regarding the status of current and anticipated projects and annual 
departmental capital needs.  Table 2-8 at the end of this section, provides a detailed listing 
of the capital projects for the System and each associated funding source.  The following 
tabulation summarizes the Authority’s capital improvement program and expected funding 
sources: 

Capital Improvement Program [1] 
 Fiscal Year Ending September 30, 
 2008 2009 2010 2011 2012 Total 

Capital Expenditures:       
Electric System $19,383,645 $11,026,982 $10,185,643 $10,470,888  $8,090,682 $59,157,840 
Water System 9,356,465 10,824,626 5,537,289 3,510,925  3,605,805 32,835,110 
Wastewater System 15,188,191 3,310,854 17,588,925 30,211,503  12,520,553 78,820,026 
Natural Gas System        431,104        277,500        281,900        288,850         294,250       1,573,604 

Total Capital Expenditures $44,359,405 $25,439,962 $33,593,757 $44,482,166  $24,511,290 $172,386,580 
        
Funding Sources:       

Operating Reserves $0 $0 $0 $0  $0 $0 
Electric Rate Revenues 6,293,721 6,352,774 7,891,989 6,080,830  5,687,555 32,306,869 
Water Rate Revenues 805,677 4,673,242 2,982,881 2,513,569  2,563,568 13,538,937 
Wastewater Rate Revenues 1,780,741 2,124,679 2,158,925 2,731,503  1,820,553 10,616,401 
Natural Gas Rate Revenues 431,104 277,500 281,900 288,850  294,250 1,573,604 
Electric Capital Improvement Charges 0 0 0 0  0 0 

__________ 
Table continued on following page.       
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Capital Improvement Program [1] (cont'd.) 
 Fiscal Year Ending September 30, 
 2008 2009 2010 2011 2012 Total 

Funding Sources: (cont'd.)       
Water Capital Improvement Charges 2,231,203 6,113,309 954,408 997,356  1,042,237 11,338,513 
Wastewater Capital Improvement Charges 1,868,500 960,000 5,200,000 2,700,000  2,700,000 13,428,500 
Developer Contributions 660,500 995,741 1,519,754 1,565,099  1,131,835 5,872,929 
Fort Pierce Redevelopment Agency 4,473,000 1,029,560 0 0  0 5,502,560 
State Grants 3,793,500 0 0 0  0 3,793,500 
Florida Municipal Power Agency 1,412,500 0 0 0  0 1,412,500 
Federal Emergency Management Agency 858,750 0 0 0  0 858,750 
Municipal Services Benefit Unit 3,219,035 0 0 0  0 3,219,035 
FMPA 2007 Note #1 – Draw 7,391,174 913,157 0 0  0 8,304,331 
Senior Lien – Debt 1 0 0 12,603,900 27,604,959  9,271,292 49,480,151 
Junior Lien – Debt 1     9,140,000     2,000,000                   0                   0                    0     11,140,000 

Total Funding Sources $44,359,405 $25,439,962 $33,593,757 $44,482,166  $24,511,290 $172,386,580 
__________ 
[1]Amounts derived from Table 2-8 at the end of this section. 

 

a. The major capital projects during the study period that will require significant funding 
are discussed as follows: 

i. Hartman Substation renewal and replacement is required to meet the Authority's 
power needs following the decommission of the King Plant – $8.6 Million 

ii. Wastewater deep injection well and 5.0 MGD Mainland Water Reclamation Facility 
to meet the needs of future growth – $52.2 Million 

iii. Other capital improvements including transmission extensions, improvements, and 
replacements and the replacement of vehicles and equipment 

b. Two major projects that were not funded during the study period include the following: 

i. The decommissioning costs associated with the King Plant; 

ii. Any costs associated with moving the existing wastewater treatment plant off South 
Hutchison Island. 

7. The Authority currently has outstanding approximately $115 million in long-term debt 
obligations that require annual funding of approximately $9.8 million per year.  The 
outstanding instruments and corresponding annual debt service payments are shown in 
detail in Table 2-9 at the end of this section, which were allocated between the electric, 
water, wastewater, and natural gas systems based on information provided by Authority 
staff.  As shown in Item 6 above, the Authority plans to issue additional debt to meet the 
needs of the capital plan, and which are reflected within Table 2-9 for each year of the 
study period affected.  The following assumptions were used to estimate future debt service 
payments associated with the planned capital projects: 
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• Junior Lien Bank Note 

⎯ $12.8 million principal 

⎯ Issuance after April 1, 2008 

⎯ 15 years at 5.5% 

⎯ $1.3 million average payment 

• Senior Lien Bonds – Series 2010 

⎯ $56.6 million principal 

⎯ Includes 18 months capitalized interest 

⎯ Issuance after October 1, 2009 

⎯ 30 years at 5.75% 

⎯ $4.1 million average payment 

8. An additional financial obligation of Authority’s management is to ensure adequate 
working capital and emergency cash reserves are maintained for the System.  During Fiscal 
Years 2006 and 2007, the Authority significantly spent down its operating reserve cash 
balances to pay for capital projects.  A portion of such amounts have been reimbursed 
through note proceeds from the FMPA Series 2007 Note; however, the Authority will need 
to replenish its working capital to achieve the targeted operating reserves of 60 days of 
operations and maintenance expenditures.  As of September 30, 2007, the Authority had 
approximately $10.5 million in unrestricted cash balances or 40 days of operating 
expenditures.  While the Authority prefers to maintain an unrestricted cash balance of 
approximately 60 days of operating expenditures, the Authority recognizes that this goal is 
not achievable early in the study period without significant utility rate increases, above 
those proposed herein, due to the near-term capital spending plan as adopted by the 
Authority.  Therefore, to minimize the need for higher rate increases, the Authority has 
targeted a minimum cash reserve balance of $8.0 million (approximately 30 days of 
operating expenditures that will increase to approximately $16 million by Fiscal Year 2012 
or 60 days of operating expenditures based on smaller incremental rate increase).  Based 
upon the anticipated adoption of the proposed rate increases outlined in the report, Table 2-
10 at the end of this section reflects the System’s estimated cash balances at the end of each 
fiscal year, which are summarized below: 

 
 
 
 

(Remainder of page intentionally left blank) 
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 Projected Cash Balances as of  September 30, [1] 
 2008 2009 2010 2011 2012 

Fund Description      
Operating Fund [2] $8,016,115 $7,778,562 $9,773,084 $13,628,370 $16,380,629 
Emergency Reserve Fund [3[ 2,000,000 2,000,000 2,000,000 2,000,000 2,000,000 
Renewals and Replacement Fund 1,222,538 1,222,538 1,222,538 1,222,538 1,222,538 
Customer Deposits Fund 5,111,886 5,111,886 5,111,886 5,111,886 5,111,886 
Electric Capital Improvement Charge Fund [4] 0 0 0 0 0 
Water Capital Improvement Charge Fund 6,071,274 2,426,723 3,761,596 4,502,920 5,006,702 
Wastewater Capital Improvement Charge Fund       411,227     3,109,148     1,347,802     1,181,564        689,099 

Total Cash (Year-End) $22,833,040 $21,648,857 $23,216,906 $27,647,278 $30,410,854 
      
Days of O&M Calculated 33 31 38 52 61 
Days of O&M Preferred 60 60 60 60 60 
__________ 
[1] Amounts derived from Table 2-10 and were based on the adoption of the proposed rate increases outlined in this report. 
[2] Amount reflects unrestricted cash of the System to be used for any lawful purpose.  All other funds have restricted uses. 
[3] Amounts are restricted by the Bond Resolution to provide emergency funding for catastrophic acts of God or other disasters. 
[4] Amounts collected annually used to pay expansion-related debt service payments. 

 
 
SUMMARY OF INDIVIDUAL SYSTEM EVALUATION 
In addition to this section, which outlines the forecast of operation and maintenance 
expenditures, estimated distributions to the City, planned capital expenditures, and existing and 
proposed debt service payments, the remaining sections of this report summarizes the results for 
each individual system.  The following is a brief discussion of the remaining sections included in 
this report: 
 
Section 3 – Determination of Electric Revenue Sufficiency – This section summarizes the 
forecast of customer growth, sales or usage relationships, and purchase requirements of the 
electric system to estimate the projected rate revenues under existing retail rates.  This section 
further summarizes the revenue requirements allocable to the electric system that were calculated 
in Section 2 of this report for the five fiscal years ending September 30, 2012 and compares such 
expenditures to the rate revenue forecast. 
 
Section 4 – Determination of Water Revenue Sufficiency – This section summarizes the forecast 
of customer growth, sales or usage relationships, and water production requirements of the water 
system to estimate the projected rate revenues under existing retail rates.  This section further 
summarizes the revenue requirements allocable to the water system that were calculated in 
Section 2 of this report for the five fiscal years ending September 30, 2012 and compares such 
expenditures to the rate revenue forecast. 
 
Section 5 – Determination of Wastewater Revenue Sufficiency – This section summarizes the 
forecast of customer growth, sales or usage relationships, and wastewater treatment requirements 
of the wastewater system to estimate the projected rate revenues under existing retail rates.  This 
section further summarizes the revenue requirements allocable to the wastewater system that 
were calculated in Section 2 of this report for the five fiscal years ending September 30, 2012 
and compares such expenditures to the rate revenue forecast. 
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Section 6 – Determination of Natural Gas Revenue Sufficiency – This section summarizes the 
forecast of customer growth, sales or usage relationships, and purchase requirements of the 
natural gas system to estimate the projected rate revenues under existing retail rates.  This section 
further summarizes the revenue requirements allocable to the natural gas system that were 
calculated in Section 2 of this report for the five fiscal years ending September 30, 2012 and 
compares such expenditures to the rate revenue forecast. 
 
Section 7 – Cost Recovery Strategy and Proposed Rates – This section summarizes the required 
rate increases proposed for the electric, water, wastewater, and natural gas systems for the five 
fiscal years ending September 30, 2012 and provides a detailed listing of the proposed rates for 
consideration by the Board of Directors. 
 
Section 8 – Financial Compliance and Performance – Based on the assumptions and 
considerations provided for in this report, this section summarizes the estimated operating results 
for the five fiscal years ending September 30, 2012 and measures the Authority’s required 
performance against the adopted Bond Resolution that governs the outstanding senior lien debt. 
 
 
 
 
 
 
 
 
 
 
 
 
 

(Remainder of page left intentionally left blank) 
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The existing natural gas rates shown above that became effective October 1, 2004 were used to 
forecast the rate revenues of the natural gas system for the study period (through Fiscal Year 
2012). 
 
CUSTOMER AND SALES FORECAST 
During Fiscal Year 2007, it is estimated that the Authority provided natural gas service to 
approximately 4,304 annual average accounts.  Such customers consumed approximately 
2,752,261 CCF of natural gas.  The following is summary of existing customer accounts and 
estimated sales for Fiscal Year 2007 that was derived from Table 6-1 at the end of this section: 
 

Existing Customer Accounts and Usage – Fiscal Year 2007 [1] 

Customer Class 
Average 
Accounts 

Percent 
Inside City 

Total Gas 
Consumed (CCF) 

Percent 
of Sales 

Natural Gas Service     
Residential 3,840 83.57% 574,591 20.88% 
General Service 407 85.50% 2,174,562 79.01% 

Sub-total Natural Gas Service 4,247 83.75% 2,749,153 99.89% 
     
Heat Only Service     

Residential 51 N/A 3,070 0.11% 
General Service 5 N/A 39 0.00% 

Total Natural Gas System 4,304 82.64% 2,752,261 100.00% 
 
_________ 
[1] Amounts are derived from Table 6-1 at the end of this section. 

 
 
Our study includes a forecast of customers and natural gas usage to evaluate the adequacy of rate 
levels as compared to the projected revenue requirements.  This customer and sales forecast 
includes the periods from Fiscal Years 2008 through 2012.  Based on a review of potential 
growth and new development for the Authority and discussions with Authority staff, it has been 
assumed that the Authority’s would continue to promote new general service accounts which are 
estimate to increase by approximately 3.1% per year on average over the next five years.  It was 
further assumed that the Authority may continue to lose residential accounts at a rate of 
approximately (0.8%) per year, which reflects recent historical trends over the last few years.  
The net customer growth forecasted herein is based on assumptions regarding account growth by 
customer class.  This detailed method of forecasting is used as a basis to forecast metered 
consumption and rate revenue under existing rates. 
 
Natural gas sales are projected based on usage trends experienced by each customer class during 
the recent past including current gas conservation trends reflected within existing conditions.  
The total sales forecast is based on the sum of individual forecasts prepared for each of the 
customer classifications (i.e., residential, general service, etc.).  This is appropriate since the 
customer growth rates by class are usually different, and therefore, the sales forecast should be 
consistent with the type of customer growth anticipated.  To the extent actual conditions deviate 
from recent historical experience including significant gas conservation, the results as projected 
herein could be substantially different from those projections. 



 

K:\DM\1030-18\Rpts\\Final Report.doc 6-3 

Table 6-1 at the end of this section provides a detailed listing of the customer forecast and the 
associated natural gas sales requirements for the natural gas system.  This forecast is summarized 
in the following tabulation: 
 

Historical Projected Customer Growth and Natural Gas Forecast [1] 
 Accounts Annual Gas Sold 
Fiscal Year [2] Number Percent Growth Sales (CCF) Percent Growth 

2005 4,540 N/A 3,342,012 N/A 
2006 4,430 (2.42%) 2,931,060 (12.30%) 
2007 4,304 (2.84%) 2,752,261 (6.10%) 
2008 4,227 (1.80%) 2,747,406 (0.18%) 
2009 4,224 (0.07%) 2,750,732 0.12% 
2010 4,221 (0.07%) 2,754,059 0.12% 
2011 4,218 (0.07%) 2,757,385 0.12% 
2012 4,215 (0.07%) 2,760,711 0.12% 

__________ 
[1] Amounts derived from Table 6-1 at the end of this Section. 
[2] Amounts for Fiscal Years 2005 through 2007 are estimated based on a sample of historical customer 

and usage statistics as provided by the Authority. 
 
 
PURCHASED GAS COSTS  
As discussed in Section 2, the Authority purchases one-hundred percent (100%) of its natural gas 
needs from FGU.  Based upon a review of recent gas purchases by the Authority, existing rates 
charged by FGU, and projected natural gas demand by the Authority’s customers a forecast of 
required gas purchases was made for the study period ending September 30, 2012.  Because of 
recent gas conservation by the Authority’s customers, this new forecast reduced the operating 
budget for Fiscal Year 2008 by $180,000, and correspondingly reduced gas operating sales and 
revenues.  This forecast was predicated on the customer growth and sales forecast discussed in 
the previous section.  Table 6-2 provides a detailed tabulation of estimated natural gas 
requirements and the charges associated with such requirements, while the following table 
reflects a summary of purchased gas costs for the study period: 
 

Projected Gas Purchases [1] 
Description 2008 2009 2010 2011 2012 

Gas Requirements (CCF) [1] 2,747,406 2,750,732 2,754,059 2,757,385 2,760,711 
      
Total Amount Due ($) [2] $2,519,372 $2,522,421 $2,525,472 $2,528,521 $2,531,573 
      
Average Cost Per CCF Purchased ($) [2] $0.91700 $0.91700 $0.91700 $0.91700 $0.91700 
__________ 
[1] Amounts derived from Table 6-2 at the end of this section. 
[2] Amounts reflect the existing rates currently being charged by FGU and do not reflect any estimate in future changes to gas 

prices that would otherwise pass-through the purchased gas adjustment (PGA). 
 
 
Since the cost of natural gas is subject to market volatility and has been rising significantly in the 
recent past, Florida’s natural gas utilities have adopted pass-through adjustments to adjust 
monthly gas bills (the “Purchased Gas Adjustment”) based upon anticipated changes in costs.  
The Authority revises its PGA periodically which may occur on October 1 and April 1 of each 
Fiscal Year.  This adjustment factor allows the Authority to recover actual losses for a prior 
period or repay actual surpluses, if any, including the recovery of the currently anticipated cost 
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of gas.  To project rate revenues at existing rates, it was necessary to estimate the corresponding 
PGA factors, which are directly related to the projected purchased gas costs identified in Table 6-
2.  Table 6-3 of this section provides the estimated PGAs for the study period ending 
September 30, 2012.  The adjustments are based upon the total estimated purchased gas costs 
plus prior losses, if any, less certain credits, and prior surpluses, if any, which is then divided by 
the estimated gas sales to the Authority’s customers.  Generally, the cost per ccf sold is 
determined and compared to that amount that is already established in existing natural gas rates 
(commonly referred to as the Base Gas Cost).  The difference is typically calculated on 
October 1 and April 1 of each year and is added to the customer’s bill on a per ccf basis.  The 
Authority provided its adopted PGA factor for Fiscal Year 2008.  Such actual adjustment factor 
was considered when projecting the average PGA for the study period.  The following table 
reflects the PGA factors used for this study: 
 

Estimated Purchased Gas Cost Adjustments for Retail Customers 
 Fiscal Year Ending September 30, [1] 

Description 2008 2009 2010 2011 2012 
Cost of Purchased Gas $2,519,372 $2,522,421 $2,525,472 $2,528,521 $2,531,573 
      
PLUS Adjustments – Add Back Credits                  0                  0                  0                  0                  0 
      
Total Adjusted Cost of Purchased Gas 2,519,372 2,522,421 2,525,472 2,528,521 2,531,573 
      
Projected Sales (CCF)    2,747,406    2,750,732    2,754,059    2,757,385    2,760,711 
      
Cost per CCF Sold $0.91700 $0.91700 $0.91700 $0.91700 $0.91700 
      
Base Gas Cost    $0.33000    $0.33000    $0.33000    $0.33000    $0.33000 
      
Purchased Gas Adjustment – Calculated $0.587000 $0.587000 $0.587000 $0.587000 $0.587000 
      
Target Cost Recovery $1,612,723 $1,614,676 $1,616,628 $1,618,580 $1,620,534 
Plus True-up Carry-over (161,180) (2) 0 0 (1) 
Less Credits                  0                  0                  0                  0                  0 
Net Target Recovery $1,451,543 $1,614,674 $1,616,629 $1,618,580 $1,620,533 
      
Annual Average PGA    $0.52833    $0.58700    $0.58700    $0.58700    $0.58700 
      
Actual Costs Recovered  $1,451,545  $1,614,673  $1,616,629  $1,618,581  $1,620,533 
      
Net True-up at Year-end to Carry-over ($2) $1 $0 ($1) $0 
__________ 
[1] Amounts derived from Table 6-3 at the end of this section. 
 
 
REVENUES FROM EXISTING RATES  
The forecast of revenues from existing natural gas rates was based on: i) the projection of 
customer accounts and corresponding natural gas sales as shown in Table 6-1; and ii) the existing 
rates for monthly gas service as adopted by the Authority, including the estimated PGA.  Table 
6-4 provides a detailed calculation of the estimated natural gas revenues derived from existing 
rates.  Based on the customer forecast and sales assumptions and the recognition of the rates 
currently in effect, the following estimates of rate revenues were developed for the purposes of 
this report: 
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Projected Rate Revenues at Existing Rates [1] 
Customer Class 2008 2009 2010 2011 2012 

Residential $1,354,146 $1,382,619 $1,377,189 $1,371,759 $1,366,330 
General Service    2,764,320   2,904,249   2,912,764   2,921,278   2,929,793 

Total $4,118,466 $4,286,868 $4,289,953 $4,293,038 $4,296,123 
__________ 
[1] Amounts derived from Table 6-4 based upon existing rates and the customer forecast presented in Table 6-1. 

 
 
In addition to rate revenues, the Authority also collects certain miscellaneous charges including 
reconnection fees, meter re-read, and late payment charges.  Based on a review of historical 
trends, we anticipate that these costs will remain relatively level over the study period.  Table 6-5 
at the end of this section provides a detailed listing of these estimated revenues which average 
approximately $200,000 per year. 
 
SUMMARY OF NATURAL GAS SYSTEM REVENUE REQUIREMENTS  
The various components of cost associated with operating and maintaining a utility system, as 
well as the cost of financing the renewal and replacement of facilities and capital improvements 
for upgrades and expansion, are generally referred to as the utility cash revenue requirements.  
The sum of these cost components, after adjusting for other income and miscellaneous utility 
revenues, represents the net revenue requirements.  Section 2 of this report provided a thorough 
discussion of the projected revenue requirements for the System and subsequent allocations to 
the electric, water, wastewater, and natural gas systems.  The revenue requirements for this 
section of the study are predicated on an analysis of natural gas costs for the five (5) fiscal year 
period ending September 30, 2012 (i.e., Fiscal Years 2008 through 2012).  The projected revenue 
requirements included the various generalized cost components described below: 
 
• Operating Expenditures: These expenditures include the cost of purchased gas, labor, 

materials, supplies, and other items necessary for the operation and maintenance of the 
natural gas system.  Such costs further include indirect allocated costs from other 
supporting departments for management, legal, human resources, finance and accounting, 
communications and customer services. 

 
• Debt Service:  Debt service includes the principal and interest on the Authority’s current 

and future loan obligations, if any, payable from the net operating revenues of the natural 
gas system. 

 
• Other Revenue Requirements: This component of cost includes, in general, any ongoing 

capital improvements (capital outlay) to be financed from revenues, any ongoing System 
renewals and replacements, and any distributions to the City of Fort Pierce. 

 
Section 2 provided the major assumptions and consideration to develop the projected net revenue 
requirements through Fiscal Year 2012 for the natural gas system.  These charges are 
summarized as follows, which are estimated to be recovered from user rates: 
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 Projected Revenue Requirements [1] 
 2008 2009 2010 2011 2012 

Natural Gas System      
Total Operating Expenses $4,273,498 $4,366,679 $4,461,692 $4,562,283 $4,668,782 
      
Existing Debt Service 309,849 613,002 612,623 545,822 547,078 
Additional Debt Service 0 0 0 0 0 
Less Capital Improvement Charges                 0                 0                 0                 0                 0 
Total Debt Service 309,849 613,002 612,623 545,822 547,078 
      
Capital Funded from Rates/ 
   R&R and Other Deposits 431,104 277,500 281,900 288,850 294,250 

 Distribution to City       176,511     164,544      214,462      232,393      241,256 

Total Expenditures/Transfers $5,190,963 $5,421,725 $5,570,677 $5,629,348 $5,751,366 
      

Less Income and Funds from Other  
     Sources   (199,773)   (200,978)   (201,868)   (203,643)   (205,924) 

      
Net Revenue Required from Rates $4,991,190 $5,220,747 $5,368,809 $5,425,705 $5,545,442 
__________ 
[1] Amounts derived from Table 6-6 at the end of this section. 

 
 
As can be seen in the above summary, the estimated net revenue requirements for the natural gas 
system for the five (5) years beginning with the Fiscal Year 2008 are anticipated to increase by 
approximately 11.1% or approximately $140,000 per year on average.  The primary reasons for 
these increases are: i) continued inflationary increases in operating expenses; ii) the additional 
debt service associated with the reimbursement loan and planned capital improvements; and 
iii) funding requirements for ongoing departmental capital needs for vehicles and equipment and 
System asset renewal and replacements.   
 
 

ADEQUACY OF EXISTING UTILITY RATE REVENUES 
As shown in Table 6-6 at the end of this section, and based on the forecast of sales and revenues 
for the natural gas system and the assumptions and considerations set forth herein with respect to 
the estimation of revenue requirements, the existing natural gas rate revenue deficiency for the 
study period is anticipated to be as follows: 
 
 
 
 
 
 
 

(Remainder of page left intentionally left blank) 
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 Adequacy of Existing Rates [1] 
 2008 2009 2010 2011 2012 

Natural Gas System      
Net Revenue Requirements from Retail Rates $4,991,190 $5,220,747 $5,368,809 $5,425,705 $5,545,442 
      
Rate Revenue From Existing Rates (Projected) [2][3]    4,118,466    4,286,868      4,289,953      4,293,038      4,296,123 
Estimated Surplus/(Deficiency) Under Existing Rates ($872,724) ($933,879) ($1,078,856) ($1,132,667) ($1,249,319) 
      
System-Wide Rate Adjustments Proposed [4] 9.0% 9.0% 5.0% 2.0% 2.0% 
      
Proposed Implementation Date April 1 January 1 January 1 January 1 January 1 
      
Additional Revenue From Prior-Year Rate Increases 0 385,800 806,900 1,062,500 1,170,500 
Additional Revenue From Current Year Rate Adjustments 185,331 315,405 191,132 80,333 81,999 

Total Rate Revenue  $4,303,797  $4,988,073  $5,287,985  $5,435,871  $5,548,622 
      
Estimated Revenue Surplus/(Deficiency) Under Proposed 

Rate Implementation [5] ($687,393) ($232,674) ($80,824) $10,166 $3,180 
__________ 
[1] Derived from Table 6-6 at the end of this section. 
[2] Amounts exclude utility taxes. 
[3] Amounts include purchased gas adjustments based on existing FGU natural gas rates as forecasted for this study. 
[4] Proposed System-wide rate increases. 
[5] Estimated Surplus/Deficiencies assume rate adjustments are implemented. 

 
 
As shown above, a 9.0% System-wide natural gas rate increase is proposed for bills rendered on 
or after April 1, 2008.  The 9.0% increase, if applied on a System-wide basis, reflects the total 
additional charges that would appear on a customer’s monthly bill, including customer charges, 
consumption charges, and purchased gas adjustments.  Such amounts do not include the utility 
taxes collected by the Authority since ultimately those monies are paid to the City.  As will be 
discussed in Section 7, the proposed 9.0% increase is an immediate requirement of the natural 
gas system not only due to the net revenue requirements to be recovered for Fiscal Year 2008, 
but based on the Authority’s existing cash position.  Subsequent rate adjustments are also needed 
to meet future revenue requirements that are recommended for implementation at January 1 of 
each fiscal year.  The Authority should continue to update its financial plan annually in order to 
assess the actual level of future rate adjustments necessary. 
 
 
 
 
 
 
 

(Remainder of page intentionally left blank) 
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Reconciliation of Net Revenue Requirements to Proposed Budget [1] (cont'd.) 
 Fiscal Year 

Description 2008 
Adopted Budget $117,829,061  
   
Variance, if any $0  
   
[*] Amounts include the following reductions in expenses:  
   
Purchase Power Costs $3,770,020  
Purchased Natural Gas Costs 180,628  
Gross Receipts Tax Payments      141,049  
   
Total reductions made to the Adopted Budget $4,091,697  
 
[**] Amount reflects an increase to the adopted budget in order to reflect 
the actual Distribution to the City earned in Fiscal Year 2007 
__________ 
[1] Amounts derived from Table 7-3 at the end of this section. 

 
 
EXISTING AND PROPOSED RATES 
The following reflects the proposed rates to become effective with bills rendered on or after 
January 1, 2008: 
 

Summary of Existing and Proposed Electric Rates 
   Percent 

Customer Classification Existing [1] Proposed [2] Increase [3] 
RESIDENTIAL    
     
Residential (Rate Code – EL13)    
     
Inside City    

Customer Charges $5.77 $6.01 4.17% 
Energy Charges ( 0 - 750 kWh ) $0.08373 $0.08722 4.17% 
Energy Charges ( 750 kWh and above) $0.09373 $0.09764 4.17% 
Surcharge 0% 0% N/A 
Gross Receipts Tax 2.56% 2.56% N/A 
     

Outside City    
Customer Charges $5.77 $6.01 4.17% 
Energy Charges ( 0 - 750 kWh ) $0.08373 $0.08722 4.17% 
Energy Charges ( 750 kWh and above) $0.09373 $0.09764 4.17% 
Surcharge 10% 10%  
Gross Receipts Tax 2.56% 2.56%  

__________ 
Table continued on following page. 
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Summary of Existing and Proposed Electric Rates (cont'd.) 
   Percent 

Customer Classification Existing [1] Proposed [2] Increase [3] 
GENERAL SERVICE NON-DEMAND    
     
Single Phase (Rate Code – EL12)    
     
Inside City    

Customer Charges $5.61 $5.84 4.17% 
Energy Charges $0.09309 $0.09697 4.17% 
Surcharge 0% 0%  
Gross Receipts Tax 2.56% 2.56%  
     

Outside City    
Customer Charges $5.61 $5.84 4.17% 
Energy Charges $0.09309 $0.09697 4.17% 
Surcharge 10% 10%  
Gross Receipts Tax 2.56% 2.56%  
     

Three Phase (Rate Code – EL11)    
     
Inside City    

Customer Charges $12.40 $12.92 4.17% 
Energy Charges $0.09309 $0.09697 4.17% 
Surcharge 0% 0%  
Gross Receipts Tax 2.56% 2.56%  
     

Outside City    
Customer Charges $12.40 $12.92 4.17% 
Energy Charges $0.09309 $0.09697 4.17% 
Surcharge 10% 10%  
Gross Receipts Tax 2.56% 2.56%  
     

GENERAL SERVICE DEMAND    
     
GSD (Rate Code – EL10 / DE19)    
     
Inside City    

Customer Charges $37.73 $39.30 4.17% 
Energy Charges $0.06181 $0.06439 4.17% 
Demand Charges $6.50 $6.77 4.17% 
Surcharge 0% 0%  
Gross Receipts Tax 2.56% 2.56%  

__________ 
Table continued on following page. 
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Summary of Existing and Proposed Electric Rates (cont'd.) 
   Percent 

Customer Classification Existing [1] Proposed [2] Increase [3] 
GENERAL SERVICE DEMAND (cont'd.)    
     
GSD (Rate Code – EL10 / DE19) (cont'd.)    
     
Outside City    

Customer Charges $37.73 $39.30 4.17% 
Energy Charges $0.06181 $0.06439 4.17% 
Demand Charges $6.50 $6.77 4.17% 
Surcharge 10% 10%  
Gross Receipts Tax 2.56% 2.56%  

     
GSD KVA (Rate Code – EL14 / DE19)    
     
Inside City    

Customer Charges $37.73 $39.30 4.17% 
Energy Charges $0.06181 $0.06439 4.17% 
Demand Charges $6.50 $6.77 4.17% 
Surcharge 0% 0%  
Gross Receipts Tax 2.56% 2.56%  
     

Outside City    
Customer Charges $37.73 $39.30 4.17% 
Energy Charges $0.06181 $0.06439 4.17% 
Demand Charges $6.50 $6.77 4.17% 
Surcharge 10% 10%  
Gross Receipts Tax 2.56% 2.56%  

     
GSD KVA (Rate Code – EL14 / DP15)    
     
Inside City    

Customer Charges $37.73 $39.30 4.17% 
Energy Charges $0.06181 $0.06439 4.17% 
Demand Charges $6.10 $6.35 4.17% 
Surcharge 0% 0%  
Gross Receipts Tax 2.56% 2.56%  
      

Outside City    
Customer Charges $37.73 $39.30 4.17% 
Energy Charges $0.06181 $0.06439 4.17% 
Demand Charges $6.10 $6.35 4.17% 
    
Surcharge 10% 10%  
Gross Receipts Tax 2.56% 2.56%  

Total Outside City    
    
__________ 
Table continued on following page. 
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Summary of Existing and Proposed Electric Rates (cont'd.) 
   Percent 

Customer Classification Existing [1] Proposed [2] Increase [3] 
GENERAL SERVICE DEMAND – HLF    
     
GSD HLF (Rate Code – EL09 / DC16)    
     
Inside City    

Customer Charges $37.73 $39.30 4.17% 
Energy Charges $0.04988 $0.05196 4.17% 
Demand Charges $12.60 $13.13 4.17% 
    
Surcharge 0% 0%  
Gross Receipts Tax 2.56% 2.56%  
     

Outside City    
Customer Charges $37.73 $39.30 4.17% 
Energy Charges $0.04988 $0.05196 4.17% 
Demand Charges $12.60 $13.13 4.17% 
Surcharge 10% 10%  
Gross Receipts Tax 2.56% 2.56%  

Total Outside City    
     

PRIVATE OUTDOOR LIGHTING    
     
FIXTURE    
     
High Pressure Sodium Lighting Service    

100 W HPS $8.34 $8.69 4.17% 
150 W HPS $11.92 $12.42 4.17% 
250 W HPS $15.54 $16.19 4.17% 
400 W HPS $20.05 $20.89 4.17% 
     

High Pressure Sodium Flood Lighting Service    
250 W HPS $16.02 $16.69 4.17% 
400 W HPS $21.35 $22.24 4.17% 
     

Metal Halide Flood Lighting Service    
250 W MH $18.95 $19.74 4.17%
400 W MH $23.29 $24.26 4.17%
1000 W MH $25.31 $26.37 4.17%
     

High Pressure Sodium Concourse Lighting    
250 W MH $15.54 $16.19 4.17%
400 W MH $20.05 $20.89 4.17%
1000 W MH $45.57 $47.47 4.17%
     

Metal Halide Concourse Lighting Service    
250 W MH $18.95 $19.74 4.17%
400 W MH $23.29 $24.26 4.17%
1000 W MH $45.57 $47.47 4.17%

__________ 
Table continued on following page. 
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Summary of Existing and Proposed Electric Rates (cont'd.) 
   Percent 

Customer Classification Existing [1] Proposed [2] Increase [3] 
PRIVATE OUTDOOR LIGHTING (cont'd.)    
     
FIXTURE (cont'd.)    
     
Turtle Friendly Lighting    

150 W HPS $11.92 $12.42 4.17% 
250 W HPS $15.54 $16.19 4.17% 
400 W HPS $20.05 $20.89 4.17% 
     

FIXTURE AND POLE    
     
High Pressure Sodium Lighting Service    

100 W HPS $11.04 $11.50 4.17% 
150 W HPS $14.62 $15.23 4.17% 
250 W HPS $18.23 $18.99 4.17% 
400 W HPS $22.75 $23.70 4.17% 
     

High Pressure Sodium Flood Lighting Service    
250 W HPS $18.72 $19.50 4.17% 
400 W HPS $24.04 $25.04 4.17% 
     

Metal Halide Flood Lighting Service    
250 W MH $21.11 $21.99 4.17% 
400 W MH $25.44 $26.50 4.17% 
1000 W MH $61.42 $63.98 4.17% 
    

High Pressure Sodium Concourse lighting    
250 W MH $18.23 $18.99 4.17% 
400 W MH $22.75 $23.70 4.17% 
1000 W MH $47.73 $49.72 4.17% 
    

Metal Halide Concourse Lighting Service    
250 W MH $21.11 $21.99 4.17% 
400 W MH $24.04 $25.04 4.17% 
1000 W MH $64.33 $67.01 4.17% 
     

Metal Halide Decorative Lighting Service    
175 W MH $25.34 $26.40 4.17% 
2 x 175 W MH $45.33 $47.22 4.17% 
     

MAINTENANCE ONLY    
400 FLD Metered $11.63 $12.11 4.17% 
400 FLD Metered and Pole $14.13 $14.72 4.17% 
     

OTHER OUTDOOR LIGHTING FEES    
     
Metal Halide Flood Lighting Service (1000 W MH)    

Energy Only $20.24 $21.08 4.17% 
Energy and Fixture $25.31 $26.37 4.17% 
Energy, Fixture and Pole $61.42 $63.98 4.17% 
     

__________ 
Table continued on following page. 


