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BEFORE THE FLORI DA PUBLIC SERVI CE COMMISSION 

In Ro: Fue l and Purchased Power 
Cost Recovery Clause and 
Generating Performance 
Incentive Factor. 

) 
) 
) 
) 

DOCKET NO . 910001-EI 
ORDER NO. 2 5148 
ISSUED : 10-1-91 

_________________________________ ) 

The fo l lowing Commissioners participated in the disposition o i 
this matter: 

THOMAS H. BEARD, Chairman 
J . TERRY DEASON 

BE'M'Y EASLEY 

ORDER APPROVING PROJEctED EXPENDITURES 
AND TRUE-UP AMOVNTS fOR FUEL ADJUSTMENT FActORS; 

GPIF TABGETS. BANGES. AND REWARDS; 
AND PROJECTED EXPENDITURES AND TRUE-UP MOUNTS 

FOR OIL BACKOUT COST RECOVERY FACTQRS 

BY THE COMMISSION: 

As part of this Commission ' s continuing fuel cos t recovery, 
o i l backout cost recovery, conservation cost r e cove ry, and 
purchased gas cost recovery proceedings, hearings are held in 
February and August of each year in this docket and in two related 
dockets . Pursuant to notice, a hearing was held in this docke~ and 
in Dockets No. 910002-EG and 910003-GU on August 21-23, 1991. The 
utilities submitted testimony and exhibits in support of their 
proposed fuel adjustment true-up amounts, fuel cost recovery 
factors, generating performance i nce nti ve factors , oil backout 
true-up amounts, cost recovery factors and related issues. 

fuel Adius tment Factors 

We find that the appropriate final fuel adjustment true-up 
amounts f or the period Oc tober, 1990 through March, 1991 are as 
follows: 

~ 
Ult.A. 
FPUC; 

GULF; 
TECO; 

$8,313,700 
$4,852,416 
$ 95,466 
$ 152, 324 
$1,618,737 
$5,902,169 

over recovery 
over recovery 
under recovery 
overrecovery 
over recovery 
under recovery 

(Marianna) 
(Fernandina Beach) 

0 9 7 4 4 GC i -1 1991 
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The estimated fuel adjustment true-up amounts for the per iod 
April, 1991 through September 1991 arc s f ollows: 

£f.C_;_ $ 5,458,007 overrecovery 
.fE....i.. $ 8,930,318 underrecovery 
ffQ~i $ 80,045 underrecovery (Marianna) 

$ 149,727 underrecovery (Fernandina Beach) 
~W..fi $ 351,045 underrecovery 
If:~Qi $ 7,526,601 under recovery 

The tota l fuel adjustment true-up amounts to be collected 
during tho period October , 1991 through March, 1992 are as follows: 

~ 
.f.ell..i.. 
[PUC; 

GQLF; 
IECQi 

$13 , 771,707 
$ 4,077,902 
$ 17 5 ,511 
$ 2 ,597 
$ 1,267 , 692 
$13 , 428,770 

overrecovery . 
underrecovery. 
underrecovery . 
overrecovery . 
overrecovery . 
underrecovery . 

(Marianna) 
(Fernandina Beach) 

Finally , the appropriate levelized fuel cost recovery fa~tors 
tor t he period October , 1991 t hrough March, 1992, before l ine loss 
adjustment, are as follows: 

2 . 256 cents per kwh for non-time differentiated 
rates. 
2 .891 cents per kwh for on-Peak p eriods . 
2 .009 cents per kwh for Of f - Peak periods. 

2. 093 cents per kwh for non-time differentiated 
rates. 
2 . 270 cents per kwh for On-Peak periods. 
2.024 cents per kwh for Off-Peak periods 

($4,266,000 has been removed from FPL's fuel cost r ecovery 
c harge, since it is i ncluded in FPL ' s new capacity cost recovery 
factor discussed below). 

ffUC; 2.876 cents per kwh excluding demand related 
recovery . (Ma rianna) 
5.288 cents per kwh excluding demand related 
recovery. (Fernandina Beach) 
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GULF; 

TECO; 

2 . 056 cents per kwh for non-time diffe r entiated 
rates. 
2.161 cents per k wh for on-Peak periods . 
2.019 cents per kwh for Off-Peak periods. 

2 . 698 cents per kwh for non-time differentiated 
rates. 
3.116 cents per kwh f or on-Peak periods. 
2 . 569 cents per kwh for Off-Peak periods. 

The above factors should be effective beginning with the 
specified f uel cycle and thereafter for the period October, 1991 
through March, 1992. Billing c ycl es may start before October 1, 
1991, and the last cycle may be read after Mar ch 31, 1992, s o that 
each customer is billed for six months regardless of when the 
adjustment factor became effective. 

Each utility proposed f uel recovery loss mu ltipliers to be 
used i n calculating tho fuel cost recovery factors charged to each 

I 

rate class , wh ich a r e s hown i n Appendix "A" attached here to. We I 
find t hat t h e proposed mu l t i pliers are appropriate a nd should be 
approved . The utilities further proposed f uel cost recovery 
factors for each rate group, adjusted f or line losses , wh ich are 
also shown i n Appe ndix "A". We find that the proposed factors are 
appropriate a nd s hould be approved. 

The other fuel adjustment issues raised in this docket pertain 
to specific u tilities and are discussed below . 

Florida Powe r & Light Company 

!.Independent observation of Ashland and Shamrock Belt scale 
Certification. 

Staff's f ue l adjustment audit Disclos ure No . 2 for FPL p ointed 
out that the CSX railroad scale personnel certify the scales for 
the Ashland and Shamrock coal suppliers as well as the scales at 
St . Johns Ri ver Power Park. The railroa d also bases its c harqes on 
thes e same scal es . Wh ile CSX administers the certification 
process, the actual scale adjustments are made either by a scale 
technicia n who is an employee of the scale manufacturer, or by an 
indepe nde nt consultant such as Weighing and Contro l Services, Inc. 
On the basis of the audit disclosure, our staff raised the issue of 
whether FPL s hould be required to employ a qualified independent 
person t o observe the b iannual certification of the scales at I 
origin a nd destination to ensure tha t they are certified according 
to the requi rements of Handbook 44 of the U.S. Bureau of Standards. 
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Our staff, the Office of Public Counsel and FPL all took the 
position that FPL would be required to employ qualified independent 
personnel to observe the biannual certification of the producer s ' 
belt scales at origin for the Ashland a nd Shamrock coal supplies. 
The independent observers would determine whether or not the 
certification was conducted according to the requirements of 
Handbook 44 of the u. s . Bureau of Standards. The accuracy of the 
SJRPP plant scales at destination will continue to be checked and 
verified to be "in tolerance" at least semi-annually. " In 
tolerance" means wei ghing within plus or minus 0.25t of the 
reference certified weight. 

We approve this position. We find that the procedure 
sanctioned therein will assure FPL that the certification process 
is accomplished appropriately. 

2 . FPL' s $900. 000 Refund to the florida Municipal Power 
Authority 

At the hearing, our staff , FPL, and the Off i ce of Public 
Counsel recommended, and we agreed, that the following i ssue would 
be deferred to the February 1992 Fuel Adjustme nt Hearing . 

ISSUE; Should FPL have refunded $900, 000 to t he Florida 
Municipal Power authority (FMPA) as a settlement related to 
billings to the FMPA in 1987 under the Nuclear Reliabil i ty 
Exchange Agreement (NREA)? 

J. fPL ' s Cooacity Cost Recovery Factor 

At our July 2, 1991, Agenda Conference in Docket No . 
910580-EQ, we authorized PPL to use a separate factor (Capacity 
Cost Recovery Factor) t o recover the capacity portion of its 
purchased power costs, effective October 1 , 1991. In our Order No. 
248 40 memorializing that decision we opened a generic docket 
(Docket No . 910794-EQ) to consider, on an industry-wide basis , all 
possi ble alternatives for allocating purchased capacity costs. We 
stated that we would further evaluate FPL ' s propos ed method of 
rec overing the capacity portion of its purchaoerl power costs as a 
specific issue i n this proceeding. 

We have r e viewed, and we approve, FPL ' s proposed ne w capacity 
c ost recovery factor. We find that FPL ' s proposed method of 
allocating and recovering the capacity portion of its purchased 
power costs is reasonable and appropriate, and we are satisfied 
that the change will be communicated in such a way as to avoid 
customer confusion. 
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Speci f ically, we find that $199, 586,026 in c apacity costs 
s hould be remove d f rom FPL's Oil-Backout calculation , and 
$4, 266,000 i n capacity costs should be r e moved from the Fuel Cost 
Rec overy calc ulation. These costs should be recovered in the 
Capacity Cost Recovery Factor effective October 1, 1991 for the 
per i od October 1991 through March t992 . 

FPL submitted proposed capacity cost recovery factors for each 
r a te class which are included here as attachment " B" . We approve 
thos e proposed factors. 

For the Oc tober 199 1 through March 1992 period , FPL should 
calculate the true- up of its capacity costs on a s ystem-wide basis. 
The net over/under recovery amount should be determined cy 
comparing total capacity costs to actual r e venue. In the 
subs equent period that amount wou l d be added to total projec ted 
c os t and allocate d using the same methodology used for the 
proj e c ted c os t. 

I 

4 . Fuel related e ngineering analyses f or reload design fo; I 
nuc l e a r uni t s 

Staff, FPL and Public Counsel all proposed that FPL should be 
allowed to r e cover through the FUel Cost Recovery Cl ause the costs 
for performing fuel related engineering analyses nece ssary to 
support relo ad design for refueling nuclear units . We agree that 
the c osts of using in-house personnel to perform fuel related 
engineering analyses should be recovered through the Fuel Cost 
Recovery Clause. The costs were incurred in lieu of payments that 
had previously been made to FPL ' s fabrication vendors to perf orm 
those s e rvices. Those payntents have previously been recovered 
thr ough the Fuel Cost Recovery Factor, and thus the costs i ncurred 
i n lieu of those payments should be recovered. 

FLQRI PA PUBLIC UTILITIES COMPANY 

1. $2.22 5. 682 refund from Gulf Power company 

FPUC has received a refund of $2,225,682 from Gulf Power for 
fuel buyout costs collected from FPUC duri ng the period January 1 , 
1987 through July 18, 1990. Gulf made the refund to FPUC in 
compl i ance with FERC Order No.SS-61 , 030. In that order FERC held 
that Gulf would not be permitted to collect from its wholesale 
cus tomers the fuel buyout costs that Gulf had incurred prior to its I 
peti t i on to FERC to collect those costs. Gulf has appealed the 
FERC order, and the question before us i n this proceeding is how 
FPUC should manage the refund pending the outcome of Gulf's appeal . 
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We agree with FPUC, with Public Counsel, and with our staff 
that until Gulf ' s app~al of the PERC ord~r is concluded FPUC shall 
hold tho $2,225,682 in an interest bearing escrow account for the 
protection of i t s customers. When the appeal is concluded, if Gulf 
is unsuccessful, FPUC s hall pas s t he $2,225,682, plus the interest 
accrued in the escrow account, back to FPUC ' s ratepayers. If the 
appeal succeeds, but Gulf is not authorized to recover interest 
from FPUC, FPUC s hall refund to its customers the interest earned 
on the funds while in escrow. In this event, or if the appeal is 
concl uded adversely to Gulf, FPUC s hall promptly notify our staff 
and the Office of Publ ic Counsel. FPUC shall also bring before us 
for our approval at that time a proposal outlining the timing and 
the manner i n which the refund will be made to its c ustomer s. 
Gulf's appeal will be considered concluded adversely to Gulf when 
the !unds are no longer subject to e ntry of any further j udicial or 
administrative orders whic h could authorize Gulf to recover the 
funds from FPUC. 

GULF PQWER COMPAHX 

1. Re-evaluation of the recovery mechanism o f Gulf Power 
Company' s "special rate agreements" with Monsanto Compao"/ and Air 
Products And Chemicals. I nc. (Deferred from the Februa ry 21 , 1991 
hearing i n this Docket) 

a . The Mons anto Agreement 

Upon review of the mechanism by which Gulf Power Company 
recovers th discounts it gives to Monsanto Company under the terms 
of their "special rate agreement", we find that the mechanism we 
originally approved in Order No. 20178 continues to be reasonable 
and appropriate. The recovery mechanism associated with the 
Monsanto agreement operates as follows : Fuel sav ings each period 
associated with the sales to this industrial custome r are accounted 
for and subsequently recovered from the general body of customers 
through the fuel cost recovery c harge. These savings are 
accumulated in an account along with the original prepayment made 
by Monsanto under the contract. The balance in this account at any 
point in time consists of these amounts plus i nterest , less the 
amount of all Annual Adjustments paid to Monsanto to date. Any 
positive balance in the account at the conclusion of the contract 
recovery period will be s plit between Gulf a nd its general body of 
ratepayers, 25\ to Gulf and 75\ to the ratepayers. Gulf Power 
Company has properly calculated the fuel savings attributable to 
retaining Monsanto Company on its s ystem. 

We agree with our staff , however , that the manner in which 
fuel savings are calc ulated when the marginal costs of serving the 

.; 
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Mons anto load exceeds the a verage cost needs improvement . In 
December of 1989 Gulf ' s marginal cost s of serving the M~nsanto load 
did exceed the average cost, a nd Gulf reflected the "fuel savings" 
for the month as zero, rather than as a reduction of fuel savings . 
In tho future , when Gulf' s ratepayers pay ~ for f uel due to the 
exis tence of the Monsanto load, the " fuel sav i ngs " recovered by 
Gul f should be reduced correspondingly . 

Also, our staff has brought to our a ttention a possible 
problem with respect to the liquidation of the special account a t 
the expiration of the contract on December 31, 1992. At that time, 
any remaining funds are to be divided 75-25 between the ratepayers 
and the company, respectively. Since the fuel sav i ngs are not 
d e posited into t he special account until one year after they are 
i nc urred , the total fuel savings will not be deposited at the time 
of l i quidation of the account as outlined i n the order approving 
tho c ontrac t. We e xpect that Gul f and our staff will take the 
appropriate steps to resolve this problem and bring the matter to 
our attention in the next fuel adjustment hearing if necessary. 

Tho Air Products Agreement 

Pursuant to our Order No. 20387 , which wa s issued in Docket 
No. 880647-EI (the Monsanto docket) , but whic h discussed he t erms 
o f the orders approving both the Monsanto and Air Products 
contrac ts with Gulf , we have reviewed the Air Products agreement in 
th i s proceeding . We fi nd that Gulf has calculated t .he fuel saving~ 
attributab le to retaining Air Products and Chemicals, Inc. on its 
system in accordance with Order No. 19613 approving that agreement. 

Order No. 19613 s pecifically direc ted "that the fuel savings 
benefits associated with the retention of Air Products ' load s hal l 
be calculated as the difference between the PXT fuel cost recovery 
factor paid by Air Products and the cost of replacement fuel 
purchased i n excess of contract minimum requirements", i.e. , the 
spot-market cost of fuel. While we fi nd that Gulf Power has 
properly employed this methodology " i n accordance" with Order No . 
19613 , we agree with Gulf , the Office of Public Counsel, and with 
our otaff that tho mechanism by which Gulf Powc r recovers the 
credits given to Air Products a nd Che micals, Inc . s hould be 
cons istent with the mechanism by whic h Gulf recovers the credits 
given to Monsanto Co., for all prospective applications , effecti ve 
Apr i l 1, 1991. 

In addition, tho fuel sav i ngs recovered from the ratepayers 
unde r the c ontract s hould be rec overed i n every six-month fuel 
per i od . Currently, a year 's worth of the fuel savings are 
rec overed in only the six-month October - March period . In orde r 

I 

I 

I 
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to s mooth the recovery of tho fuel savings, they should be 
recovered in both the October - March and April - September fuel 
p riods. 

TAMPA ELECTBIC COMPANX 

1. Recovery of fuel contract buyout costs 

On January 8, 1988, we issued Order No. 18670 approving TECO's 
buyout cost recovery for the buyout of its coal contracts with 
Pyramid Mining, I nc. In that order we did not differentiate 
between retail and wholesale ratepayers , and at the time the order 
was issued TECO d id not have any wholesale customers . Because TECO 
d i d not have any wholesale customers at the time the order was 
issued, TECO has interpreted the order to mean that all the costs 
associated with the buyout should be collected from its retail 
ratepayers. 

I n March of 1990 Sebring became a wholesale c ustomer of 
TECO ' s , and tho issue before us in this f uel adjustment proceeding 
is whether TECO should continue to recover the costs of the Pyramid 
contract buyout from its retail or "jurisdictional" custo~ers only, 
i nstead of recovering the costs from its wholesale or 
"nonjuriodiotional " customers as well, over total kilowatt sales. 

Our staff and TECO agree that on a prospective basis, 
b ginning October 1, 1991, TECO should recover its Pyramid b yout 
costs over total kilowatt sales, thereby allocating the costs to 
all of its customers. Public Counsel argues that refunds should be 
made to jurisdictional ratepayers for all costs that should have 
boon allocated to wholesale customers when Sebring became TECO's 
customer. 

We bel i eve that TECO's wholesale customer enjoys the benef i ts 
associated with the buyout and thus TECO's retail customers should 
not boar all the costs. On a p r ospective basis , therefore , TECO 
shall r cover tho Pyramid buyout costs over total kilowatt sales . 

We will not require TECO to refund amounts already collecte~ 
from jurisdictional ratepayers above their toLal kilowatt sales 
since TECO acquired its wholesale cust omer. Our order approving 
th Pyramid buyout and recovery of the costs associated with it did 
not contemplate tho question of recovery from retail versus 
wholesale ratepayers, because at that time TECO did not have any 
wholesale customers . Under this circumstance , when TECO acquired 
its wholesale customer, we believe that TECO could reasonably have 
interpreted tho buyout order to apply only to its jurisdictional 
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cus tomers . While we d i sagree with that interpretation~ we see that 
reasonable minds could differ here. 

Furthermore, as we have seen from PERC's treatment of Gulf 
Power Company's request to recover buyout costs from i ts wholesale 
customers , PERC will not allow recovery of those costs incurred 
prior to the filing of a petition with FERC. We therefore believe 
that the fairest resolution of the issue before us is to apply our 
i nterpretation of the method of allocation of contract buyout costs 
on a prospective bas i s . 

2. TECO's recoverv of coal costs aboye the Coal Market Pr ice 
Benchmark for 1990 . 

In 1990 the actual pric4s that TECO paid for coal from its 
affiliate, Gatliff Coal, exceeded the benchmark established by the 
Commission in Order No. 20298 , Docket No . 870001-EI. In that order 

I 

we approved a stipulation between TECO and Public Counsel that 
changed the pricing methodology to be used in calculating and 
recovering t .he costs associated with TECO's affiliate I 
transportation and coal c ontracts. Under the t erms of the order , 
TECO may recover all tra nsportation and coal costs of their 
affiliate contracts below the benchmark esta bl i .. ned i n the 
s t ipulation. If TECO incurs coal costs in excess of the be nchmark , 
however, i n order to recover the excess costs, TECO is required to 
justify the reasonableness and prudence of the excess costs 
incurred . 

In the prehoaring order issued in this proceeding (Order No. 
24938) the issue addressing TECO ' s coal costs in excess of the 
benchmark was stated as follows: 

llb. ISSUE : Should TECO ' s proposed Coal Market Price and 
Transportation Benchmark for 1990 be adopted? 

SIAFP : No . TECO's benc hmark for transportation, as shown in 
Mr. Cantrell ' s Document No. 1, page 1 of 2 , shows a value of 
$24.17 p e r ton . Staff ' s calculation of the benchmark results 
in a figure of $22.22 per ton. While Staff agrees with TECO's 
Gatliff coal $39.33 per ton benchmar} price o f coal, Staff 
does not agree wi t h TECO's calculation of a cumulative benefit 
for prior years . Order No . 20298, Docket No. 870001-EI doe~ 
not mention or support the use of a cumulative benefit method 
ot calculating .fuel cost recovery. Each year is to be 
considered separately. TECO should be required to return the I 
excess monies collected to its cust omers . 

~: Yes. (Cantrell) 
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~: Agree with staff . TECO 's argument t hat the index used in 
determining the Gatliff benc hmark price does not appropriately 
track the trend in price of the low ash fusion coals is not 
justification to al l ow the excess cost i ncurred above the 
benchmark. The i ndex used in determining the annual benchmark 
for the Gatliff coal was stipulated to by TECO, and accepted 
by Order No. 20298, 11/10/88 . As long as the index produced 
a benchDark that was above the c ost of Gatliff Coal, Teco was 
satisfied . Now that the index has produced a benchmark below 
the cost of Gatliff coal TECO wants to argue that the index is 
not appropriate . TECO has not justified the cost s incurred 
for Gatliff coal above the 1990 benchmark, therefor e the 
e xcess amount should be refunded to the ratepayers. TECO also 
a rgues that no ref und should be made becaus e there is a 
c umulative net savings . Th i s is not a part of the 
stipulation. This was not the i ntent of the stipulation. 
There is already a St margi n (zone) added to the market price . 
The cumulative net be nefit argument should be denied. 
(Additionally , this wa s not presented i n the previous years.) 

In our disc•Jssion at the conclusion of the he aring, 
immediately before our vote on this issue, and after testimony had 
been heard, all parties fina lly acknowledged that the i s sue of 
whether the 1990 benchmark s hould be adopted did not suff i ciently 
address the fact that TECO had incurred excess costs above the 
benc hma rk i n 1990 . Rathe r, the issue that s hould have been raised 
was whether TECO ' s excess costs above the benchmark were justi fied, 
and t herefore rec overable under the fuel adjustment clause. Much 
of the testimony and cross-examination at the hearing did not 
addr ess this issue . Thus the real issue for us to decide was 
o bfusc ated considerably by discussion about the benchmark itself, 
whether it sho uld be changed, and whether the costs of the Gatliff 
coal c ontracts below the benchmark in prior years should be used in 
determin ing the calculation of the benchmark in 1990. 

In future fuel adjustment hearings , when TECO has incurred 
costs from its coal or transportation contrac ts with i ts affiliates 
that exceed the established benchmark, we will expect explicit 
identi fi c ation of the issue of whether the excess costs were 
justified and thus recoverable under the fue l adjustment clause. 

For now, however, although we are not happy with the manner in 
whic h the issue was addressed in this hearing, we fi nd that the 
evidence s ubmit ed to us supports the finding that TECO ' s excess 
Gatli ff coal costs were j ustified, and no e v idence was submitted or 
developed at the he aring to contravene that finding . 
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Hr . Cantrell testified for TECO that Gatliff l.S the only 
eastern supplier of low sulfur , low ash-fu ion coal with sufficient 
reserves to meet TEC0 1 S long-term coal needs. Mr. Cantrell stated 
that Gatliff 1 s delivered coal prices for the particular coal 
required by TEC0 1 s Gannon Station units are lower, i f the cost of 
transportation is considered in determining the price, than low 
sulfur, low ash-fusion coal mined in the west . Mr. Cantrell also 
explained that t he increase in production capacity for compliance 
coal has driven prices for compliance ccal down to the point that 
today many coal suppliers are selling coal at their variable costs 
and are failing to recover their fixed costs. Mr. Cantrell 
explained that TECO 1 s long t erm needs for low sulfur, low a sh
fusion c oal can not be adequately protected by the purchas e of coal 
from suppliers selling at variable costs , because of the risk that 
those suppliers would not remain in business for the durati o n of 
the c ontracts designed to supply TEC0 1 s long term needs. 
Therefore, Hr . Cantrell testified, there really are no viable 
alternati ves for acquisition of low sulfur, low ash-fusion coal 
available to TECO other than Gatliff coal . We believe tha t TECO ' s 
Gatl iff coal costs that exceed the benchma r k are j usti f ied for I 
the se r easons, and we wil l allow TECO to r ecover them in this 
proceeding. 

Generating Pe rformance Incentive Fact or CGPIFl 

There was no controversy among t he parties at this hearing as 
to either the appropriate GPIF reward or penalty for past 
perfo rmance or the proposed GPIF targets a nd ranges for performance 
in the upcoming period. Staff, the Office of Public Counsel and 
the utilities stipulated to the following GPIF rewards a nd penal ty 
for the period October , 1990 through March, 1991: 

~ $1 , 352,447 
.ffl...L $2,942,050 
GULF; $93,473 
TECO; $436,181 

Reward . 
Reward. 
Penalty. 
Reward. 

The parties also stipulated to targets and ranges for the 
period October, 1991 through March, 1 392 , which a re s hown o n 
Appendix "B" to this order. We approve the stipulations . 

Qi l Backout Co s t Recovery factor 

Pursuant to stipulation by the parties, we find the proper I 
final oil backout true- up amount for the period October, 1990 
through March, 199 1 to be $3,483 , 270 underrecovery for FPL and 
$1, 644 , 725 overrecovery for TECO. The estimated oil bac kout true-
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$6 , 765, J 19 over recovery for FPL, a nd $936,63 6 overrecove ry for 
TECO. 

The total oil bac kout true -up amount to be c ollec ted or 
refunded during the period October, 1991 through March , 1992 
$3,282, 049 overrecovery for FPL, and $2 , 581,362 overrecovery for 
TECO . 

Finally, we find the proper projected oil backout cost 
recovery factor for the period october, 1991 through March, 1992 to 
be . 009 cents per KWH for FPL, and . 081 cents per KWH for TECO. 

In consideration of the above, it is 

ORDERED by the Florida Public Service Commission that the 
findings and s t i pulations set fort h in the body of this Order are 
hereby a pproved . It is furthe r 

ORDERED that investor-owned electric utilities subject to our 
j uris dic tion are hereby authorized to apply the fue l cost recove ry 
factors set forth herein during the period of October, 1991 t hrough 
March, 199 2 , and until such factors are modified by s ubsequent 
Order. It is f urther 

ORDERED that the estimated true-up amounts contained i n the 
above fuel cost r ecovery factors are hereby authorized subject to 
final true-up, and further subject to proof of the rea sonab eness 
and prudence of the expenditures upon which the amounts a re based. 
It is f urther 

ORDERED that the Generating Performance Incentive Factor 
rewards and penalty stated in the body of this Order shall be 
appl i ed to the projected levelized fuel adjustmen t factors for the 
period of October, 1991 through March, 1992. It is further 

ORDERED that the targets a nd ranges for the Generating 
Performance Inc entive Factors set forth herein are hereby adopted 
for the period of October, 1991 through March, 1992. It is further 

ORDERED that the estimated true-up amounts i nclude d in the 
above Oil Backout Cost Recovery Factors are hereby authorized 
subject to fi nal true-up , and further subject to proof of the 
reasonableness and prudence o f the expenditures upon which the 
a mounts are based . 
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BY ORDER of the Flo rida Public Service Commission, this 
I s t da y Of OCTOBER I 991 

(SE A L ) 

HCB:bmi 
910001fo . mc b 

STEVE TRIBBLE, Direc tor 
Division of Records and Reporting 

Commissioner Deason Dissents i n Part from the decision in this 
Docket as follows : 

I respec tfully d issent from the majority ' s decis ion o n Issue 
ll(b) to allow Tampa Electric Company to recover the cost 0 1 coal 
purchased from its affiliate, Gatliff Coal , which exceeds the 
s tipulated, Commission approve d benchmark. It is my unde rstanding 
that the Commission ' s decisions in this docket are limited to the 
issues raised by the parties. Issue ll{b) reads a s follows : 

Sh ould TECO ' s proposed Coal Marke t 
Price and Transportation Be nchmark 
for 1990 be adopted? 

While this issue perhaps could have been be tter worded, it is clear 
to mo that tho purpose of the hearing on this issue was t o 
calculat e the benchmark as a pproved by the Commission i n Order No. 
20298 and to give the company the opportunity to j ustify any cost 
in cxcoso of it . 

I 

I 

The very nature of t he benchma r k is to ir.corporate market 
conaiderations into the evaluat i on of the prices paid for coal 
purchased from affiliated c ompanies . It is not a perfect tool but 
is the best one we currently have. More importantly, it was 
stipula ted to by all the pa rties and approved by the Commission. 
Since its purpose is to i ncorporate market considerations, it is I 
not surpria i ng that prices paid may be above or below the benchmark 
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as the coal market fluctuates wi th c ha nging economic conditions.' 

When the pr i ce paid e xceeds the benchmark, the benchmark does 
not and should not result i n an automatic d isallowance. However, 
it clearly places the burden on the Company to j usti f y payments in 
excess of the benchmark. It does not place a burden on any other 
p arty to provide evidence to c ontravene a finding that costs above 
the benchmark are prudent. TECO did not meet its burden, as its 
o v idonco was directed at the benchmark i tself and whether it is an 
appropriate tool. This evidence cannot and did not j ustify the 
costs paid i n exces s of the be nc hmark. Therefore, the excess cost 
should accordingly be disallowed. 

I wou ld like to express a further c oncern that this deci~ion 
may have omi nous implications for the prospect f or settlements in 
th futuro. Part i e s to stipulations must have confidence that they 
can rely o n agreements t ha t ha ve been accepted by the Commission. 
Absent a compelling demonstration that the previously appro ved 
stipulation is not i n the public interest, all pa rties must remain 
bound by agreements that were entered into with ope n eyes . In this 
case , there was no compelling need shown t o abandon the 
stipulation. 

NOTICE OF FUBTHER PROCEEDINGS OR JUDICIAL ReVIEW 

The Florida Public Service Commission i s r equired by Section 
120 . 59 (4), Florida Statutes, to not i fy parties of any 
admin i strative hea ring or judicial review of Commission order s that 
is a vailable under Sect i ons 120.57 or 120 .68, Florida S t atutes, as 
well as the procedures and time limits that apply. This notice 
should not be construed to mean al l requests for an admin istrative 
hearing or judicial review will be gra nted or result in the relief 
sought. 

Any party adversely affec ted by the Commission's fi na l action 
i n this matter may request: 1) reconsideration of the decision by 
tiling a motion for reconsideration with the Director, Division of 
Records and Reporting within fifteen (15) days of the issuance of 
this order in the form prescribed by Ru e 25-22.060, Florida 
Administrative Code; or 2) judicial review u y the Florida Supreme 
Court i n the case of a n electric, gas or telephone util i ty o r the 
Firs t Distr ict Court of Appea l in the case of a water or sewer 

1It should be noted that there is a 5\ factor incorporated 
into the be nchmark which tends to cushion the impact of swings in 
th market. 
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ut1 lity by filing a not1ce of appeal with the Director, Division of 
Records and Reporting and filing a cop y o f the notice of a ppeal a nd 
tho filing fee with the appropriate court. This filing must be 
completed within thirty (30) days after the issuance of this order, 
pursuant to Rule 9 .110, Florida Rules of Appellate Procedure. The 
notice of appoal must bo i n t h e form specified in Rule 9.900 (a), 
Florida Rules of Appellate Procedure. 

I 

I 

I 
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