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BX' 'l'ilE COMMISSION! 

NOTICE is hereby given by the Florida public service 
Comm ion that the action discussed herein is prel iminary in 
nature and will become final unless a person whose interests are 
adversely affected files a petition for a formal proceeding I 
pursuant to Rule 25-22~029,Florida Administrative Code. 

On May 7 I 1991 f the Florida Industrial Power Users Group 
( PUG) filed a petition to change the way in which Florida Power 
tit Light allocates the capacity related portion of purcha.sed power 
C{'lStS to rate classes.. (Oocket No. 910580-EQ). Currently all fuel 

ted costs are allocated on an energy (KWH) ba$is. FIPUG I 5 

ition requested that the capacity costs currently reoovered 
through the fuel factor and Oil I)<!lckout factor be identified and 
a llocated on a demand basis and recovered through a new factor 

as a capacity cost recovery factor. The new factor would be 
c,hanged every fil<ix months with other fuel related charges., 

Our staff supported the theory proposed by FIPUG but 
that a thorough investigation of the ramifications of 

i! change conducted. We a 11o'Wed FP&L to begin the 
implementtlticm of a charge with the October 1991 fuel fiIi s 
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on an experimental basis, but also agreed that a g~neric 
investigation should be initiated to more complet(~ly examine the 

proposed by FIPUG, and impa.ct on other investor-owned 
uti.lit.ias. 

A workshop wa.s held on Octol)et~ 25 1 1991 for all investor-owned 
uti.lities and ot.her interested parties to discuss the feasibilit.y 
and deait-ability of requiring all inveata:r-owned electric utilities 

implement such a charge. A synopsis of the results <,f the 
workshop was prepared. by OU.X' staff and circulated to all parties of 
record for comments. Comments were r~ce1ved from all workshop 
participants. At our agenda conference on February 4, 1992,\ofa 
reviewed the results of the generic investigation and made the 

110wing determinations! 

We find that a pllrc:ntssOO power capacity co.st fact·ol:' is a 
theoretically sound oonceptfQr the recovery ot capacity related 
purchased power costs. Demand related costs Ell'lould be treated the 
same whether the costs result from construction or purchase. 

Pursuant to legislative dj,rective, this Commission has 
[:actively encoura.ged Plorida'selectric utilities to p\lrchase power 
frmrj reliable gsnerattng sources .10 order to minimize the 
construction ot flew utilit::y generating facilit·ies. As more 
cogeneratlon and independentpow=el:' projects come on line, the cost 
of purchased power will become. an increasing proportion of utl1ity 
fuel and purchased power costs. 

Currently, purchased power costs are allocated to customer 
classes on their relatiVE!! KWH (energy) consumption in the fuel 

roceedings. If a utility were to build capacity instead of buy 
I the capacity costs would be allocated to customer classes based 

on their contribution to demand, as reflected in the ut.l1ity T s 
approved cost of service study. We agree that there is a conflict 
betWf.1en the treatment of capacity built and capacity purchased in 
t.erms of who pays how much of the cost. 

commission 25-17.0825d6) and 25-17.0832(S), Florida 
Adrninis+;rative Code currently require all costs of cogenerated 

purchases to be passed through fuel. 'l'herefore f the pr irnary 
costs vie are concerned with here are purchases from othe.r utilitiof> 
or I t Power Producers (Il'PS). There appeared to be 
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neral agreement workshop t there are no 
ions in the ign of the fuel clause itself that would 

recovery of purcnast'td i ty demand cos't I incl lT1q 

thos currently recovered through base ra 

Workshc:>p participants gen.erally agreed that appropriate 
i ,~ontract sa revenues should be netted against purchas€td 
i ty costs in d,etermining how much is recovere.d through any 
ity recovery factor. In the past l the capacity portion of 

pU.:cch.:used power contracts has been recoverable through base rates I 
\<lh i the energy portion was passed through fuel ~ Most companies 
still have least some of these costs in base rates. 

'l'l:~CO has capacity sales contracts but no purchased power 
c;ontractl'i'~. Gulf l s purchases are limited to their Intercompany 
I erexchange contract with Southern Company. Both Gulf and TEeo 

in inciple to a capaci.ty recove.ry factor but were 
reluctant to implement such it factor outside of a ra.te case, since 
a 11 relevant costs and revenues are currently inclUded in thai t' 
bi'lSe r~~tes. Florida Power Corporation (FPC) has already removed 
cert,ain specific contract costs froln base rates. In FPCts 

case (Docket No. fr)02~O- ), the cost of its purchased power 
with southern Company and its power sales to Seminole 
cooperativa were removed from base rat.es and placed in 

as pa.rt of the stipulation in that case. At the present 
time, however, FPC allocates these costs on an energy basis, as 
ill.i th a 11 other tue 1 re la.ted costs. 

I.. ike fuel r the capacity factor oa lculatioTl will be based on 
prQj usage. TherE!fore, any methodology for computing a 

i recovery factor ld include a true-up mechanism based 
on actual usage.. The subsequent factor will be adjusted up or 

,jt.lst as is done in fuel. FPL proposed a true-up procedure in 
Dock!::1t No. 910580-EQ which we believe adequately add.resscs the 
U3SUfL FPL' s proposi~d t:rue-up procedure is discussed in data i 1 

low in tht: section of this order entitled ntrue-up mechanism". 

\ie w.i11 require investor-owned utilities to implement a 
C':'\ 1. rge to recover demand related capacity 
c;urrE:nt tJu:'ough the :Fuel or oil Backout adjustment: 
faetoTs J as approved for in Order 2480 I effective for the 

:r 1992 1 Adjustment period. 
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\~e agreed 1n Docket No 9105S0-EQ that an i tty ext in 
recovery of capaci related costs between purchased capacity 

a constructed capacity. The results of the October 25 workshop 
support t,hat position. All part agreed that the demand portion 
of capacity costs should be treated the sams, no matter how those 
co~~,ts were incurred. The cost of capacity constructed by the 
utll i ty would be allocated to each customer class based on the 
class I s contr ibution to peak demand or KW, and purchased povJer 

ity costs should be similarly allocated. To allocate 
purchased power capacity costs on energy (KWH) penalizes high load 
factor customers to the benef it of lower loadfactOt' custcsmers who 
may b(~ just as responsible tor the peak KW demand. 'fhe cos,t is 
incurred to provide capacity based onmaximurn KW required iUld 
~:;;,h(}uld be recovered acoordingly on a demand basis. 

In order to match costs a.nd revenues, we also f lnd revenues 
relat(~d to demand capaQity sales to be netted against deJl'land 
r(.:l;lat.ed capacity costs to d.etermine tne amount recoverable through 
(l capacity recovery factor. If similar costs and revenues a.re not 
considered together, t.he faetor wi 11 be too high. As with costl;, 
only those revenues considered 1n fuel or oil backout cil.lculiltions 
should be included. Revenue$ currently accounted for .in bi.:US(z ratti'S 
will be treated th~ Siune as costs in base rates. 

The approach approved tor FPl.. for october 199.1 fuel filin9s 
s Iy reallocated dollars currently recovered through the fuel and 
oil backout factors on an energy basis. It did not address costs 
currently recovered through other rates l or costs that are not 
be iog recovered at all. The workshop explored i:lddi.t.iona J. costs 
wh could be considered capaci ty related but which t'l.J:'e I1Q_1;;. 
curre:r+-ly recovered through a fuel relilted charge. 

11' I only the energy portion of long term contracts arc;:'! 
It:.,d in \.lel. 'rhf~ capacity portion of the contracts has b'~en 

through base rates. No matter when the contract, is 
J3~:ment.e.d, capaci ty portion of those costs <lre not 

until t.hm utility has a full requiremi:mta rate case. 
, ........ ""'.'£,, to b.e a disincentive to utilitiEH3 exploring options 

ity. if they do not anticipate a rate case in tbe 
ly has such a ai tuat.ion in i long term 

i lIe Electric Authority (JEA). '1'he utility 
fuel related costs of the contract but not the 

clf:?:m.:)nd re Jon, beciiuse the contract was initiated since 
h r late rate case. 
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Weir/ill it utilities to include ity related purcha 
currently being recovered through t.he fuel 01" oi 1 

cha calculation of a capacity recover I.'actor for 
contracts entered into since the utility's last rate case. 

demand costs currently being rocovered in basE: 
t,o remaln in base rates until the utility's next general 

'l::{;);t:e Cilse. A limited proceeding to extract. such cost~s from base 
nitf?5!Sl would 1 ly be di fficul t and possibly result in other 

it iet:;,. 

and PIPUG suggest(~d ot.her costs which miSY be appropr 
fC)J:~ inclusi.on in a capacity factor. FPC stated that any at/Tel' 
f non-tut'!:l costs associa.ted with the put"chase of capacity (such 

if; non-fuel O&M) should also be consi.dered as well as any relat.ed 
t.ransmission wheeling charges. FIPUG also suggested ttHJ t 

iOrt programs arc related to demand side management and 
shavin9. Therefore, we find any incentive payments under such 

programs to be capacity costs and are to be included in the 
r.ecovery factor. While thero may be merit in these SU9gest.ions, W(0! 

not have SUfficient information at this point to determine 
d in lvely what addltional items may be appropriate. The 

tioml would require consideration in a rate case or other 
proceeding determine the exact nature and magnitudf': of 
chi!1rg~us . F'ot: the purposes of th is dock.et ~ we 1~ ind the 
factor to limited to approval of demand related 
costs specifically identified in purchased power 

s. Other issues may be takan up in appropriate forums for 
sible inclusion on a uti.lity by utility basis. 

I utilitie!.~ are requ.i to conduct extensi.ve, 
research under Rule 25-6.0437. demand allocator will be 

using the cost methodology approved in their at rate 
and the res€H'Jrch meth'ldology approved under Rule 25~· 

.04 :37, on; are to be updilted every two years i.n 
c(}njunctit:)11 e load stUdies. 

limit: discussion in the fuel proceeding to the 
<;;Id '.Hi. f: arid lIars to be allocated. 'I'.he 

t approved in the utility·:;; last rate 
condition. Cost Serv debate.s 

ire of' imony and sevi~ral \;lit,ness(;!!s in a 
(:At,..;>; c~as€;. D all ion me.t.hodologies in a fuel 

to incur considerable expense 
for pos:;', ty of: such a challenge, and wc)uld 

fficantly more Commission and staff time. We do not 
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dif wbi uncovered in such a 
'dOt! it sl<;nif impact on customers I cons .i.der 

capac 
1n9 

total dollar amount expected to be collected by the 
In addi tion., inq a different allocation methodology tor 

for sa rates CQuid creat,e more Inequities than the 
ir,or adjustments would cure. The Commisslon' s: fuel adjustment 

are igned to administer the recovery of fuel and t'uel 
costll on an ongoing, timely basis. They are not structured 

to ma.jor pc)licy .issues which affect base rates. Such 
nH3.t;t~;rs are more appropriately considered in other ut.ility specif ic 
p ing5. 

'It:.w.a-.YILli;$tctU\D.i.run 

We order that the true-up mechanism for all subject utiliti(~s 
designed to adjust for ove.X" or under recovery of capacity costs 

as we previously approved for FPL in Docket No. 910570-EQ. At the 
end of the per iad, the amount pa.idfor capacity is compared to t.he 
amount collected through the factor to arrive at a system over or 
under recovery amount for the period, as is done in ft,Jel. The 
amount of over or under recovery is then added to the next period IS 

pro:jected expenses which will be allocated to classes using the 
pr:ojf.!cted demand allocation factors for the next period. 

If there are significant shifts among class.ef:> dur'ing t.he six 
month period J using a system true-up based on projected allocation 

ctors may misallocate the tru.e-up amount. If class composition 
chanqBs t load factor could change. Using a system method, thfJ 
amount of true up would be allocated based on the class composition 
as it is expected to be for the next period, not what actually 
e sted during the prior period. 

'I'rue-up on a c basis 'Wouldre.qu i.t:e recalculating last 
fa cost responsibility by recomputing allocation factors for 

using actual KWH by clasr~. The actual revenues 
c are then compared to actual class cost 

lity based on the recomputed factors. The true-up amount 
calculated for each class would be added to the class I s cost 
re ibility for the next period to de'ter-mine the factor for the 

aft..:er ca l,ating new allocati.on fact(.>rs and cos·t 
by class on projected d~\ta for the next 
class true is possible, the procedure is very 

class 

i 

and expensiva. We do not bel iava t.he lldditiona 1 
a class true would yield is cost-justified. 

http:allocati.on
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how the factor will 
's bill. wh Ie our staff 

or inally fa line item on customers' bills for the 
m~w rge, on further analys they became cony lnced I ,'ina we 

a line for what was previously bundled in the 
rge would likely cause more confusion than enlightemnent for 

'rherefol~e, we find that while the Capacity Hecovery 
will be separately computed {as ar.e Oil Buckout costs (080) 

Conservat.ion Cost Recovery (BeeR) I it will remain a. part 
KWH charge on the bill. 

recognize that our present decision to implement a change 
in manner in which electric utilities recover the de:11I3 
re t.ed portions of purchased capacity costs is only a first ~;tep 
to full development ot a oapa.city recovery factor. It a 
rt3 ively straightforward prOCGas to change allocation factorsior 
costs already recovered througb so.me type of fuel charge, or to 
include costs not recovered elsewhere. Determining the base rate 
cost.s which may be appropriate for recovery through such a charge I 
however, is more complicated. Each util i ty by virtue of itsI 

operations and procedures, may have additional costs which could 
reasonably be r€Hnoved from rJ:lte base and plflced .ina capacity 

factor t but these costs should be considered on'ln 
ividual basis, in the context of a specific rate case. 

\fJe bel iev~il we have reached a genera 1 consenSiJ1i3 on the 
conceptual design and implementation of a capacity recovery fact,or. 
We \<Ji lltherefore require investor-owned elec:tr i.e utilities to 
implement a capacity recovery charge for any demand re ted 

i ty costs currently being recovered throllgh .fuel or OBO, as 
well as any demand related capacity costs not currently included in 
basf:::! rates. The new factor will be effective beginning with the 
october 1992 fuel adjustment period. 

It is therefore 

ORDI::RED by the Florida Public Service Comlll .ion that a 
power capaci cost. factor a t.heoretically sound 
the recovery ity related purchased pm/er costs, 

nd d.s:matld related coste;:]; should be treated the same wheth(~r the 
costs result from cons ion or purchase. It further 

OHDEHED t:h<.lt investcor--owned ut.i 1 ies a i t.y 

through 
for FPL 

to recover nd related capac costs currently 
the Fuel or 1 Backout adjustment. tact.ors, as 

r 2480, and e ive for the October 1992 
Fu€!l A.djust.ment period. It is further 
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ORDERED that i related costs not 
ly bei recovered in any manner may be inc1 in the 

recovery f<lotor. Those costs currently bei recov'~red in 
11 rema in base rat(!s until. the utility's next 

case. It further 

ORDERED that the demand alloc·(ltor be developed using th.? 
utility I s last approved cost of service methodology ( updat~2!d 
annually using current load faotor information. It is further 

ORDEJU:D that thet.rue-up mechanism for all subject utilitic:s 
designed to adjust f(')r O"".lr or under recovery of capacity cost 

as we previously apprc)vedfor FPL in Docket No. 910570-1::0. It is 
t1urthar 

ORDERED that th Order shall become final and the docket 
closed unless an appropriate petition for formal proceeding is 
received by the Division of Records and Reporting, 101 East Gaines 

I Tallah<u;;f:Ultetf'lorida 32399-0870, by the close of business 
on the d.ate indicated in the Notice of Furthel~ Proceedings or 
~Jud ial Review. 

OROf::R of l'ubl Service commission, this 
day of 

(SEAL) 

Me3: 
910794, i 

that 
ioner Dea1:;)on from that portion of the 

allowed costs not ly recovered 
1 c li":tuse. 
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ie Service Commission is requi by Section 
20" 59 (4 ) , statutes f not 1. t:y parties ot: 

ni .iva hearing or judicial rev ot Commission orders tJ"Hlt 
availab under Sections 120.57 or 120.6a, !,"'lorida Statutes, a~3> 

IIi!;; 1 as the procedures and time 1 Imits that apply. This noticL~ 
ld nat be construed to mean all requests for an administrative 

heari or judicial review will be granted or result in the reI f 
souqht: • 

The act proposed here preliminary in nature and will 
become fact i va or f .ina I, except as prayided by Ru 1 e :2 5

22.029, Florida Administrative COde. Any person whose ::'iubstant 1 
inb:lrests are affected by the action proposed by this order may 
tile it petition a formal proceeding, as provided by Ru 25
22.029(4), Florida Administrative Code, in the form provided by 
Ru 25-22.036(7) (a) and (f) I Florida Administrative Code. lX'his 

ltion must be received by the Director, Division of Records and 
Reporting at his off at 101 East Gaines Street, Tallahassee, 
f lor 32399-0870 r by the close of busil'H3SS on 

2 

I n the absence such a petition this ordfU'" sha 11 bElcomeI 

effective on the day subsequent to the above date as provided by 
Rula 25-22.029(6), Flori.da Administrative Code. 

Any objection or protest flIed in this doc}~et before 
suance date of this order is considered abandoned unless it 

sat 1'ies foregoing condltiona and is renewed wi thin the 
ified protest per 

If this order becomes final and effective on the t.e 
above, any party adverse.ly affected ma.y request judicial 

by the Florida Supreme court in the case of an electric" gas 
lephone utility or by the First District Court of Appeal in 

the case of a water or wastewater utility by filing a notice of 
with D1 , Divis of Records and Reporting and 

{'i copy of notice appeal and the filing fee 'illIlth the 
court. 'I'his fi11nq must be completed vdthin thir 

oftha eft te of thi.s order, pursuant to Rtl1e 
Rules of: Appell The not of app€;;al 
form if Rule 9.900(8), F ida Ru s of 
urc. 

..~.......... ----....... ------------
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