











POWERING PARADISE
FOR 75 YEARS

The road to Key West is lined with vestiges of the past.

As you drive along U.S. Highway 1, the road is a steady pattern of bridges and islands, land and
sea. Reminders of an earlier time exist; portions of old bridges from Henry Flagler's early-20th
century Overseas Railway rise up from the ocean’s floor. And all along the 128-mile drive there is
another constant running along the Overseas Highway — the stretch of transmission line that
provides reliable electricity to the residents and businesses of the Florida Keys.

For 75 years, Keys Energy Services (formerly City Electric System) has powered Key West and the
Lower Florida Keys. Headquartered in Key West, Keys Energy Services, or KEYS, has a long history
laced with challenges — challenges the entire nation faced and challenges that were unique to its
island operation.

The roots of Keys Energy Services’ history begins in the late 19th century, foliowing Thomas Alva
Edison’s invention of the incandescent light bulb. Spurred by Edison’s invention, about 50 leading
citizens of Key West gathered in City Hall in 1883 to organize the Key West Gas Light Company.
John Jay Philbrick became president with William Curry, vice-president; R.A. Montsalvatge,
secretary-treasurer; and R. Fogarty, Samuel Filer, Eduardo H. Gato and ].G. Macy serving as
directors of the newly formed company. A plant was constructed by the company on Emma Street
at a location known as Ford Pond.






Competition in the electric business came to Key West when a second electric company was
established on October 23, 1895 by Charles Curry, Martin L. Hellings, Milton W. Curry, George H.
Curry and Joseph Y. Porter. The newest electric company — the Key West Electric Light and Power
Company — owned and operated an electric plant and an ice plant on Emma Street.

Years later, the Key West Art & Historical Society published The Martello Towers and the Story of
Key West, which explained the fierce competition between the two electric utilities:

When the Curry company came into the field, there was sharp, competitive rivalry
between it and the older company known popularly as the ‘Philbrick’ concern. There were
two sets of overhead wires and poles, and if a consumer got mad at Philbrick and decided
to buy current from Curry, @ man would come and yank out the Philbrick wires and install
Curry connections. And, of course, vice versa. ?

The Key West Electric Light and Power Company quickly expanded. In 1897, Jacksonville’s Florida
Times Union reported:

Key West will be blessed with the finest electric plant this winter of any city in the South.
William Curry & Sons purchased a complete new electrical outfit — two dynamos from the
Stanley Electric Manufacturing Co. and engines and boilers from the Ball and Wood Co. of
New York. When the new plant arrives, Curry & Sons will have the finest and most complete
apparatuses and in case of a breakdown or any accident there will not be any interruption
with the lighting of the city.

*"From Mules to Huge Steam Turbines,” The Marteffo Towers and the Story of Key Wesf, 1951.






Stone & Webster still operated the Key West Electric Company in October 1931 when Thomas Alva
Edison passed away. Upon President Herbert Hoover's suggestion to plunge the country into
darkness in memory of Edison, every electric light in Key West went out for one minute at 10:00
p.m. on October 21. Bascom L. Grooms, the president of the Key West Electric Company, pulled the
main switch that plunged the island into the darkness it had known before Edison’s invention. Like
many other personalities, Edison had visited Key West. He spent six months in Key West during
World War I while experimenting with depth bombs to combat enemy submarines. He stayed in the
same quarters later used by President Harry S. Truman known as the “Little White House.”

The 1930s were a period of status quo for electricity in Key West. In March 1932, the U.S. Naval
Station installed an auxiliary electric power generating plant. The Key West Electric Company
continued to supply power to the Navy’s radic communications and station, but the auxiliary unit
was used for backup power in case of emergency. On July 1, 1934, the City of Key West declared
bankruptcy and turned itself over to the State of Florida for administration. The Federa! Emergency
Relief Administration (FERA) developed a plan that recommended tourism become central to the
island’s economy. “During the 1930s the FERA took over Key West lock, stock and barrel and the
first development of Key West into a tourist area was planned and put into execution.” ¢
Throughout the years, tourism has remained Key West's main industry. Today, three hotels — the
Casa Marina, Marriott Beachside and the Doubletree Resort are among Keys Energy Services’ 15
largest customers.

In 1943, while the nation was in the midst of World War II, the people of Key West took the
momentous step of switching from purchasing power from a private company to purchasing power
from a municipal utility. The change originated during the April 15 City Council meeting, when the
Council adopted an ordinance authorizing the purchase of the existing Key West Electric Company
from Engineer’s Public Service Company (a Stone & Webster stockholding company). The City
Council also named R.W. Beck and Associates as consulting engineers.

* L.P Artman, Qfd Key West, 1975.






“As of July 31, 1943, the electric property served 4,196 customers and for the twelve months
ending July 31, 1943, sold 6,781,150 kilowatt hours (kWh) for a total operating revenue of
$379,597.28."> At the time of acquisition, power was generated by seven diesel-powered units at
the foot of Angela Street. The seven units could produce a total of 2,940 kilowatts (kW). Four
2.3-kilovolt primary feeders out of the diesel plant and one 13.8 kilovolt line provided power to the
utility’s service area, the developed portions of Key West Island.® The average cost of electricity
was about 5.2 cents per kWh.

On April 16, the City Council signed a purchase agreement and authorized the sale of $1.5 million
in electrical revenue bonds for purchasing the Key West Electric Company. The bonds were issued
at four percent interest.

The City Council officially created the Utility Board on August 10, charging the original board
members — Mayor Willard M. Albury, Horace O'Bryant, Reginald Pritchard, Ernest Ramsey and J.
Glenwood Sweeting — with the responsibility of exercising administrative supervision and control
over the municipal utility. Under the original charter, the Utility Board included the city’s mayor, the
city council member serving as chairman of its finance committee and three citizens.

The final action on acquiring the municipal utility for Key West took place on August 13 when the
bond issue closed. Gerald Saunders, a City Council member, signed the check for the purchase of
City Electric System, the new name of the utility company. “I was a millionaire for exactly two
minutes,” Saunders said. "And when I signed the note, the amount was in the bank in my name
and continued in my name till the note was paid on the dot of the second two minutes later.” The
check for $1,240,139.17 was paid to John Nuveen and Company, the bond company in the
purchase. From August 13, 1943, the pecople of Key West enjoyed the benefits of public power.

* R.W. Beck, Engineering Report on Proposed Acquisition of the Electric System of the Key West Efectric Company, August 1, 1943,
The kilowatt-hour is a unit of energy eguivalent to one kilowatt of power expended for one hour of time.
¢ A kilowatt is simpiy 1,000 watts, which is a measure of power. A kilovolt is 1,000 voits.









The 1944-1948 expansions to the Key West Diesel Plant were not enough to sustain the area’s
growing demand. A report by R.W. Beck detailed:

Our studies have indicated that the Key West power plant loads, with which we are
immediately concerned, will expand from 5,920 kilowatts in 1950 to 7,560 kilowatts in
1954. Therefore, to accommodate this increase, we recommend that the City embark upon
a program of installing a 3,000 kilowatt steam plant to be available by December 1950. *

R.W. Beck’s plan, which later became known as the Key West Steam Plant on Trumbo Road, got off
to a controversial start. Questions regarding what type of generator to purchase, where to
construct the new plant, who to hire as the contractor and how to finance the plant spanned the
months between May 1950 and the steam plant’s ground breaking on June 28, 1951.

Early reports indicate that R.W. Beck recommended the purchase of two 2.5- or -3-megawatt (MW)
diesel generating units. !* By August 18, 1950, however, R.W. Beck advised purchasing two steam
units. The City Commissioners and Utility Board went on record favoring a steam plant at an
estimated cost of $2.5 million. In a lengthy article, the Key West Citizen reported:

This plant, which will take two years to construct, will be able to serve the anticipated
needs of the Island City for the next 28 years. It will also allow for the issuance of a
“cheap” rate to the Lower Keys. The vote for construction of a steam plant was 3-1 in the
city commission with Eisner voting “"no” and Harvey passing. For the measure were
Adams, J. Carbonell, L. Carbonell. Utility Board vote was 4-0 with Harvey passing. For
the motion was Ernest Ramsey, Horace O'Bryant and Fernando Camus. Ramsey has been
for steam all the way. But O'Bryant and Camus qualified their ‘yes’ votes by declaring that
the city held the 'purse-strings’ and they had no other alternative.

Beck’s reasoning for preferring steam was: “Steam and diesel costs for the present load
of the City Electric System is about even. But when loads get bigger, the economy and
savings in steam are tremendous.” 12

© R.W. Beck, Study and Report for Power Plant and System Expansion, March 1, 1945,
‘1A Megawadtt is 1,000,000 watts of electricity or 1,000 kilowatts of power.
122,500,000 Steam Plant to be Built by City Electric,” Key West Citizen, August 19, 1950.




































In 1971, the U.S. government announced the U.S. Naval Base in Key West, which accounted for 42
percent of City Electric Systems revenues, was on the base closure list. The announcement
prompted City Electric System representatives and numerous others from Key West to lobby the Base
Closure Committee in favor of keeping the base open. Ultimately, the Committee recommended
closing most of the base in Key West; however, the Committee proposed maintaining the Boca Chica
Naval Air Station. Following the decision, Navy kWh usage dropped dramatically. Today, the U.S.
Naval Bases in Keys Energy Services’ service area account for 7 percent of the area’s kWh sales.
Following this sudden drop in kWh in the early 1970s, City Electric System found itself short on funds
for important maintenance and with a debt service ratio that did not meet bondholders’ requirements.

In March 1974, the Utility Board faced a hefty rate increase or a possible takeover by the trustees
of the bondholders.

The governing board at the City Electric System is faced with an “either-or” situation this
week. Either they vote to raise the basic overall power rate by 16.5 percent — or they face
the possibility of a takeover by the trustees of the bondholders. “At the present time, it's
a marginal operation,” (William} Cates noted today, “in the months to come, unless the
rates are increased, we will have to take drastic steps to be sure we keep up the debt
coverage.” %

The Key West Citizen article quoting Utility Board Chairman William Cates went on to describe a
steady decrease in kWh sales following a steady increase in fuel costs, a need for two overhauls on
the Ralph Garcia Steam Plant, and a plethora of letters and phone calls protesting any rate increase.

In the end, the Utility Board voted to revise the rate schedule. The new rate schedule provided an
overall increase in base revenues of 16.5 percent. Residential customers experienced a 10.7 percent
increase; the military and general service customers experienced a 23.9 percent increase; the
municipal rate increased 24 percent; and the commercial and street light rates remained the same.

Customers again experienced a rate hike in 1976 to raise an estimated $593,000 toward $1.3 million
needed for improvements to the system. During that rate increase, residential customers’ base rate
increased 8 percent. That same year, City Electric System had the first taste of the power outages
that were to become a way of life in the Lower Keys in 1978. On September 29, an outage resulted

** Frank Jacobson, “CES takeover possible soon,” Key West Citizen, March 19, 1974,


















In the fall of 1984, City Electric System awarded the contract for Phase III of the tieline to Kohier
Construction Company. Phase III included some 16 miles from Big Pine Key to Knights Key with
more than seven miles over open water.

While construction of Phase III of the tieline was underway, City Electric System constructed a
state-of-the-art control room on the second floor of the James Street Service Building. Remote
operations of the diesels and of the system'’s transmission and distribution system moved from the
Key West Steam Plant to the new control room.

On September 24, 1986, the Utility Board approved creating six new positions — five power system
coordinators and one power system supervisor. All City Electric System employees had an
opportunity to complete the five-month training course composed of audio-visuals and
correspondence courses. City Electric Systemm management encouraged all employees to take
advantage of the training and provided employees with an incentive. Employees who completed
the course and were selected for one of the six new positions were entitled to $400, and employees
who completed the course but were not selected for the new positions received $800. Fourteen
employees completed the more than 200-hour course. From the fourteen, the Utility Board
selected six employees to take on the new and important jobs of deciding whether to produce or
purchase power, and where to purchase power in order to provide City Electric System with the
greatest economic savings.









With the close of the Key West Steam Plant, the only generation remaining in Key West was the
22-MW gas turbine. In order to maintain reliable service in Key West, City Electric System decided to
construct a second 69-kV transmission line linking the Stock Island generating facilities to Key West.
With one 69-kV transmission line already in place, the second line, which cost $1,249,600, satisfied
the need for a dual feed from Stock Island to Key West. If one line failed for any reason, the utility
would still be able to provide electricity to

customers in Key West through the alternate line. 3!

In 1991, City Electric System took a major step
toward securing power supply through 2012 when
the Utility Board voted to enter into a long-term
power supply agreement with Florida Power &
Light (FP&L). “The agreement for firm capacity
and energy..will provide CES an assured firm
power supply, improved reliability and at a
substantial savings compared to other options
investigated,” City Electric System’s consultants,
Southern Engineering stated. 32 Under the
agreement, City Electric System receives a firm 45
MW from FP&L, and the amount of power can
increase as much as 10 percent a vyear
Additionally, City Electric System subscribed for
partial ownership in Stanton Project II, a
coal-fired plant near Orlando.

City Electric System and the Florida Keys Electric

Cooperative entered into a long-term joint

investment transmission agreement in December 1991. Under the agreement, City Electric System
became part owner in the transmission line in FKEC’s service area. Both utilities are responsible for
a portion of the costs and entitled to a portion of the system’s capacity.

1 *Utility Board of the City of Key West, 1988 Annual Report, p.8.
# Utility Board of the City of Key West, "Securing Power for the Future,” Watts Up, August 1991, p.2.






local generation, which had a total capacity of 78 MW. Before the hurricane, City Electric System
customers had been demanding as much as 94 MW. City Electric System turned to the community
with one message: conserve. The community came through, and for ten long, hot days, the
community conserved enabling City Electric System to avoid rotating power outages and to sell
small amounts of power to the Florida Keys Electric Cooperative. While the community conserved,
City Electric System linepersons worked to restore the tieline with Florida Keys Electric Cooperative
and Florida Power & Light crews. The tieline began operating again on September 4. As soon as
the tieline and full power in the Keys were restored, line and engineering crews traveled to
Homestead and assisted with the rebuilding effort.

Before the close of the year, City Electric System was awarded its first Certificate of Achievement
for Excellence in Financial Reporting from the Government Finance Officers Association of the
United States and Canada (GFOA). This award, which the utility continues to receive, recognized
City Electric System for its comprehensive annual financial report. GFOA's director remarked, “the
Certificate of Achievement is the highest form of recognition in the area of governmental
accounting and financial reporting. Its attainment represents a significant accomplishment by a
government and its management.” *

City Electric System celebrated its 50th anniversary in 1993. During the anniversary year, the utility
received news from the Federal Energy Regulatory Commission that ordered Florida Power & Light
to end the discriminatory practice of not letting other electric utilities use FP&L's high voltage
transmission system in the same manner as it does. It ended a long-time anti-competitive practice
that FP&L employed of charging other electric utilities a higher price for more restrictive
transmission service that it did for itself. The ruling, in effect, enhanced competition and promoted
efficiency in the electric utility business by making transmission use and transmission pricing fair
for all utilities in Florida. It held down rates for both commercial and residential customers.

In 1994, City Electric System introduced “Budget Billing” as an additional service to their
customers. The innovative program levelized customers’ electric bills so they no longer
experienced peak bills in the summer and low bills in the winter months. Effectively, it allowed
customers to better budget throughout the year.

# Utility Board of the City of Key West, 1992 Annual Report.






An additional program launched that same year was the “Tree Power Program,” which encouraged City
Electric System’s customers to plant trees, away from power lines, to provide shade. The program
was unveiled with a television commercial, newspaper advertisements and a mass brochure mailing.
A free native tree giveaway, a program that the utility continues to offer today, was aiso established.

With growth and development at the utility came organizational changes. To fall in line with other
utilities around the state, City Electric System opted for a re-organization in 1994 in an effort to
maximize efficiency and save money. Staffing levels were reduced from 192 employees to 164
employees, through attrition, not through layoffs.

The early summer months of 1994 were uncomfortable ones for many of City Electric System’s
customers. Frequent and unusually long power outages occurred as a result of aging insulators
along a portion of the tieline between Islamorada and Coco Plum. By June, customers experienced
seven tieline outages that lasted a total of 407 minutes. Of the seven outages, four were caused
by insulator failures. Because of the continued power outages, City Electric System and Florida Key
Electric Cooperative established an emergency $1.7 million program to replace the problem
insulators. In addition, the two utilities began work on a $14.6 million project to construct a second
tieline between Florida City and Tavernier to act as a redundant line. *®

During the turbulent summer of 1994, the Utility Board named Leo Carey as the new general manager
of City Electric System following Robert Padron’s retirement. Padron spent 33 years with the utility,
and under his supervision many of the major changes to City Electric System took place, most notably
the interconnecting of the utility to the mainland power grid via the tieline. It did not signal the end
of his involvement with the utility; he was ultimately elected chairperson of the Utility Board.

Even with staffing reductions and changes, City Electric System remained focused on saving its
customers money by sharing ideas for energy conservation. Students from area elementary
schools submitted drawings demonstrating how they conserve energy. Thirteen pieces of artwork
were selected to illustrate the first calendar that City Electric System produced in 1996. 3% In
addition, students from Horace O'Bryant Middle School made two commercials that aired on
television in the summer of 1595 urging people to conserve energy by carrying out simple tasks
such as checking their refrigerator gaskets and weatherstriping doors and windows.

» “Power Outages Frustrate Customers, Utility,” Watts Up Employee Newsletter, May/June 1594,
* "Art Work Shows How to Conserve,” Watts Up Employee Newsletter, June/July 1995.


















One of the most significant changes to the public utility during Skip Jansen’s tenure was the official
name change of the utility. On May 1 and May 2, 2002, City Electric System held two unveiling
ceremonies, the first at the Service Building on James Street and the second at the Big Pine Service
Center. The ceremonies recognized the name change from City Electric System to Keys Energy
Services. The name change better reflected the customers served and services provided. A new
logo was also unveiled.

The newly renamed Keys Energy Services continued to streamline administrative processes, while
also providing customers with improved service. In 2003, Keys Energy Services allocated $4.8
million for capital projects to increase reliability including the construction of a new substation on
Cudjoe Key. Linemen also carried out repairs to Line 4 that runs over water from Big Coppitt to Key
Haven.

That same year, Keys Energy Services held an interagency class focused on tree trimming safety.
Several employees of the utility, along with employees of the City of Key West and Monroe County,
trimmed trees along McDonald Avenue and Indigenous Park. Additionally, infrared surveys of lines
within the service area were carried out and as well as renovations to poles and lines.



Efforts to improve power reliability were validated by Keys Energy Services’ statistics for 2003.
During that year, there were 11 transmission outages (only two of them were within the service
area), lasting an average of 93 minutes. There were 25 distribution feeder outages, which set a
12-year record low, and power outages lasted, on average, 47 minutes. Distribution outages fell
below State and National averages.

Endeavoring to give back to the local community, Keys Energy Services and the City of Key West
dedicated one of its four pocket parks in the summer of 2003. One, known as the Alvin Frazier III
Memorial Park, is located at the corner of Flagler Avenue and 18th Street. It is on the site of a former
substation that housed industrial equipment for distributing electricity to the surrounding
neighborhood. Later that year, the Grinnell Street Substation was retired. The transformers were
removed that July to make way for another pocket park.

The Key West Steam Plant building, which had been vacant for over two decades, had long been a
subject for debate. Keys Energy Services began issuing Request for Proposals as early as 1997, with
no viable proposals submitted until several years later. Ed Swift of Old Town Key West Development
submitted the first proposal, a second proposal came from Sentient Enterprises, led by Steve
Uiterwyk, while a third from Advanced Housing Corporation was also presented. All proposals
focused on mixed use of the property with both workforce and luxury residences.

The Utility Board accepted the proposal from Old Town Key West Development in 2003 to turn the
Key West Steam Plant and adjacent property into 19 luxury and 38 affordable residential units. The
groundbreaking ceremony took place in December 2004. By early 2005, demalition of the one
million gallon tank begun, followed by the demolition of what was left of the stacks on the building’s
north side. A 99-year lease on the building commenced in November 2008, and the units were soon
ready for occupation. In 2018, the Utility Board unanimously approved the sale of the Steam Plant
Condominium building and property for $7.25 million to SPGL, LLC.

Keys Energy Services received the “Golden Tree Award” in 2004 from the American Public Power
Association for reaching its goal of planting more than 27,500 trees, or one for every customer via
its tree giveaway program. It was one of a handful of utilities around the country that achieved the
targeted goal.












and distribution facilities to withstand extreme weather conditions, and reduce restoration costs
and outage times to end-use customers associated with extreme weather conditions.” ** Keys
Energy Services developed a program to replace inaccessible poles and lines in backyard
easements with poles along roadways. Power restoration after a storm would be much faster with
facilities easy to access. A total of 140 poles were installed, which affected over 234 customer
risers. The easement program tackled these upgrades and the utility offered rebates to affected
customers to help compensate for the cost of moving meter centers.

The easement program was part of a larger project spearheaded by Keys Energy Services. The
utility also commenced a costly multi-year ‘storm hardening’ program that called for improved
construction standards and fortifying its infrastructure. Keys Energy Services developed a plan to
comply with PSC orders for a strong, reliable system that included the testing and replacement of
poles. In 2006, a total of 14,000 poles were tested, with 3,300 replaced over the next five years.

In order to fund the storm hardening upgrades, the Utility Board approved the continuance of the
Keys Energy Services’ Refunding and Capital Improvement Revenue Bonds in 2006. The $42
million revenue bond issue was intended to provide necessary funding for the capital improvements
within the utility’s system.

In addition to pole replacement, Keys Energy Services utilized the bond issue for the construction of
a new substation on Stock Island to satisfy growing demand, construction of new feeders at the Big
Pine Key Substation to satisfy increasing load, replacement of substation transformers, conversion
to a remote electronic meter reading system, installation of a fiber optics communications
infrastructure and the installation of fin fan coolers at the Stock Island Generating Facility.

Keys Energy Services, in conjunction with the Flerida Department of Transportation and the City of
Key West Engineering Department, oversaw a project in 2007 to replace incandescent traffic lights
along U.S. Highway 1 and the majority of Keys Energy Services’ service area with Light Emitting
Diode (LED) traffic signals. Switching all of the seventy-eight traffic lights to LED conserved over
140,000 kWh per month.

“* Easements and Electrical Facilities, Executive Summary, http://www. KeysEnergy.com/easements_main.php









Another technological expansion was the marketing and leasing of Keys Energy Services’ fiber optic
communication to local governmental agencies including the City of Key West and Monroe County’s
Emergency Operations Center. In February 2007, the Utility Board authorized Keys Energy Services
to proceed with the deployment of a 96-strand fiber optic network within its service area for high
speed data communications between substations and field devices. It also provided an additional
revenue stream and services to the community. The leasing of fiber optics to local governmental
agencies helped defray costs to Keys Energy Services and offered a benefit to agencies that would
not otherwise have access to it. ¢

Keys Energy Services launched paperless monthly energy bills th:
same year. Customers reduced the environmental impact by optir
for paperless billing; they not only saved the paper, they also saved
postage, gas and their own personal time. Keys Energy Services
debuted a rebate program for energy-efficient products including so
heaters, programmable thermostats, washing machines, refriger
central air conditioners. The successful and expanded rebate prog
offered as part of its "Growing Greener Every Day” initiative.

Keys Energy Services energized a new $2.5 million 42-MW substation on Second Street in Stock
Island in June 2009 in an effort to handle the growing demands of that island. It provided local
capacity and growth potential for the next thirty years, while also serving as a backup to the U.S.
Highway 1 Substation.

The American Public Power Association repeatedly recognizes Keys Energy Services as a Reliable
Public Power Provider (RP3). The RP3 designation is bestowed on public

power utilities that demonstrate proficiency in four key disciplines: reliability,

safety, training and system improvement. The award is presented in three

categories; in 2010, Keys Energy Services received the diamond award, the

highest ranking. It was one of only six utilities in the country to achieve that

designation. General Manager Lynne Tejeda remarked that the award “is a J
testament to the quality work our employees do every day in helping to power Keliable Fuplic
paradise and KEYS’ customers should be extremely proud of their utility.”*  Power Provider

* Keys Energy Services Press Release September 12, 2008.
* Keys Energy Services Press Release, March 29, 2010.
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