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State of Flori~ • ORIGINA~ 
tluhlit 6tt'bke ~mmtssion 

-M-E-M-0-R-A-N-D-U-M-

DATE: April 3, 1998 

TO: Blanca Bayo, Director; Division of Records and Reponing /J_v 
FROM: Tudd Bobnnaun, Rqulatory Analyst; Division of Electric and Ga.s 11> ~ 

RE: Request 10 enter doc:ume.nu Into Doclcet No. 980269-PU file 

Anacbl:d plc:asc ftnd lhe following Ibm: docwne015: 

1. Nine JlliC letter from SamuelS. Wacen of Aori<b Power & Light Company. dated 

March 31, 1998; 

2. Five ~ge lcuer from James A. McGee or Flori<b Power Corporation, dated March 
30, 1998; and 

3. Three page lea.er from Anne V. Wood o f Central Florida Gu, dated March 25. 1998. 

Florida Power & 1.Ja;bt Compaey, Florida Power Corpontion. and Central Florida Gas 

filed these doa•meots with Commission ICChnical and l<:pl staff, noc the Division or Records 

and Rtporting. Tberefore, plcue ClllCf these documenu in the offiCial docket file for Docket 

No. 980'269-PU, titled "Cooslderation of Change in Frequency and Timil'li or the Hearings for 

the Fuel and Purch.ued Power Cost Recovery Clause, the Capacity Co5t RecOvery Clause . the 

Gcntratlon Performance lncendve Factor, the Energy Conservation COSt Recovery Clause. the 

Purc:lwcd Gu Adjustment (POA) True-Up, and the EnvirotliDC1lUI Cost Recovery Clause. -

Jryou have any questions about this request, you may contact me at 413-644S. Thank 

you. 

[lQCU'I ~ . ' • 

, ,. Jr.i ,s\i 
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March 31, 1998 

Mr. Todd Bohrmann 
Division of Electric and Gas 
FloridA Public Service Commission 
Capital Circle Office Center 
2540 Shumard Oak Blvd. 
Tallahassee, Florida 32399-0850 

Re: Docket No. 980269-PU 

Dear Mr. Bohrmann: 

, 0 . 8u loc. MI .. ~ A.. JliiiH100 

MAR 3 I 

Enclosed is Florida Power& Light Company's (FPL) res~ to Statrs March 17, 1998 Workshop 
Questions. In addition, for the Envirolll'llt':lltal COSt Recovery transition, FPL origiMII~· proposed that 
a rmal True-up forOaober 1997. July 1998 and A.ugwt 1998- December 1998 could be addressed 
a1 the Noveober 1998 and Novembcf 1999 Hearin8J, ~. It has been suggested that the Final 
True-up for the mtiro period Oaober 1997 • ~w 1998 ~addressed a1 the November 1999 
Hearings. FPL believes that suggestion has merit IU1d will simplify the audit pr~ 

If you have any questioDJ, please call Terry Keith 11 (305) 552-4334. 

Sincerely, 

~~ 
Samuel S. Waters 
Director of Regulatory Affairs 

cc All Panics 

Attachments 

.. 1-P\.""' ,......, 

J 
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Staff Womhop Questions • Docket No. 980269-PU ·Annual Filings 

1. Bued upon hlltortcal dllta over the pall 10 year., what Impact would a Commlaalon 
IMclalon (to change to an annut l, calendtr ytar fuel factot] hi\ .. upon the alu of the 
utlllty'a over/un«Mr recovery? 

FPL has performed an anelyals ol tl!e over/Undet recoveries lor a historical ten year 

period which allows that an annual. calendar methodology would have resulted In 

slgnlticantly less lluctuatlons In the lnlt up minimizing lhe lml)ld on customer1. See 

Attldunem 1, pegt 1 of 2. By Ullng lht tnnua: methodology, varlabiUty In the level ol 

the 1111e up would hevt betn red\IC4d by tboul 1 S'll. In the past ten years and by almost 

30% In the past llvt ytara. SIIOil lei» wa' :1 I "- - IIIIt lui H .... te lilt 
off •••-.. Gla_,_.-,.o.-~....., _ _.._ 
ac:~~~~~t ...,..._ t , 1 '" • ..a ~ ... , •h•·••• .. ru••-••• ~ ...... 

• political events 

• weather driven demand 

• commodhy trading Impact on shorl term prices 

• wetther alfects on production capabltftles (o,g,, hurricanes) 

Typically, these are evenll that htve 1 Shon,rerm Impact on fuel prices, so tho 

nuc:tuatlons would be more likely to be ollset during a lonQer (l e • one year) per1od 

Adcfrtlonally, shills In planned maintenance sdledules, as wea as unplanned outages, 

tend to be ol'fsettlng aver an aMual period Also. lo.c! nuc:tuatlons, primarily cau.sed by 

wetthar, would be more Nkely to be otrsel during a lOnger~, 

Moreover. the analyalt ollta fuel dau.se lor a hbtoricalten year penod Shows that using 

an annual, calendtr year methOdology would have resulted In slgnlf~Canlly It" 

nuctuatlons In the fuel fldor, See AttaChment 1. page 2 or 2. Variability In the level or 

the fuel lador would have been reduced by about 1 0'11. In the past 10 yetrs tncl by 

almoSI 25'11. In the piSI 5 yttrs, Undttr the annual methodology, tne Changu In the luol 

factor are mlnlmlz.c! tnd occut tus frequently, tel<llllng In more sttble ancl predictable 

electric bills as requeSI.c! by CUSiomer.s, 
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1. If tiM Commlulon adopb en annuel hurlng ror tiM ru.l c~u" and the environmental 

c~u1e, ahould the Commlnlon revl~e Ita 10 percantlhre~hold u a ~ala to requeat a 

mldcourM corractlon7 

FPL bellevOll lhattha 10 percent mldc:ourse correctloo rule has wotl(eo well In tho past 

and should continue to be u.led. lithe 10% threstlokl was lowered. It would potentially 

reduce the benellts of an annuli forocaSI wllereby short term variations will likely be 

olfset over the courM of the penod 

3. During the pal110 yure, how frequently would tiM U1illty had requntad approval lo r 
a mldcourM correc1fon b ... d upon a 10 percent lhreahold7 

MideoufM eotrtdlons Jhould occur t.u frequently, IInce a forecast of fuel eosls lor a 

year would likely tend to be mora ac:curete than II would be for 51• months (S.e 

responu to Question No. 1.) Furthermore. If there were a midcourse correction. II would 

most llllely be spn~IICI over 1 greater period of lime and the Impact on the Gu51omer 

would be mlnlmlzed. 

4. h hu ~n auggntad that a U111ity could aubmh Interim petlt:lona betw"n hear1nga 
for apeclal or unantlclp11ad lnu.a. What thraahold level of coall would cauae e 
change In the fu.l lac1or? 

FPL Is suggesting that Interim petrtlona. Uka thOse that have been used In the PISI. Should 

continue to be used. For eumpla. II FPL wu evaluating a supply contrect wllleh indwded 

p41ns to build a gaa plpellna. FP. could aubmit an Interim peU!Ion requeJtlng IP9«1Val of the 

pipeline lddHion for fu.l. c;ost tiQOVary treatment. II aP9«1Ved. FPL would be alloweo to 

capture the costs associated with the pipeline llelditlcm and lndude the COSII In tho next true 

up filing. ThiS alona probably would not Change the factor In place at tho tlma. The threShold 

level or costs thlll would c&UH a Change In the fuel factor should continue to be 10 percent 

l 
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5. h hu also bMn suggested IMt an annual fuel lador would provide customers with a 

gtuter ~~ of certainty a::.Out (UMir payments for eiKtrlchy). OWr the pan 12 
mon!N, how many cuuomers hlw npresHd lhls concern? 

Through FPL 's voluntary Budget Blllng Program, approxlmlttly 200,000 or FPL's 

residential Q/Siomers have alretdy dtmonJtrated thll controlllno volatility In tntlr 

atectrtc Dills Is Important.. Under e udgot Billing. customers· monthly charges are bliNd 

on their average annual e lectric usage, not juS! wllll llley use duMQ llle bltUno period 

This auows them to evold the sauonel veriltlons In electric bon paymtnll caused by 

higher usage during the helllng end cooling monthS boteause ~ spreeds thesa costs 

throughOut the year; thus. CUSIOtMR' bills are levellzed throughOIIlthe year. 

Customer leedbadl to account managtl1 end marklllng represantatlvts lndleatt !lilt 

Sltble ~ are a lop prlotlly. Customers do not like volalllny and nuctuallon In their 

electric rates. FPL maintains lhlliMual. calendar yur adjuslmenl fldOB (not )ustluel) 

provide customers wfth greater cenalnty about their total ,;bame !or electrldtx because It 

provides one predictable and liable t2-month charge lot electlici!y. For eumple. a 

customer p<epaMQ an aMual budget will knOw 1n November will! thelt Chergt lot 

electlici!y will be lot the next year. FPl dots not too ot keep a recon:t or thas customer 

feadblck. but racoonizH II Is slgftiflc.anl. panio.llarty With most Dlnineuas and 

governmental entllles (I.e . sehooii'Oallls, administrative offices. etc.) that are concemecl 

With accurate budgeting. A change to the annual. calendar methodOlogy will 111ow 

customers to Improve the accur~ey ot lllalr IMull bueiOets and thus IIOIIcl•ly their ennutl 

openallng plans. 

&. " the Commlnlon adopU en annual hearing ror the luel c lauu and environmental 
clausa, would tiM utllhy che~ any of hi rorecal11ng modele, me1hodolot 1 .. , 
auumpllons , or dell aoureas? 

r?L dotS not amici~• any chlnges 

J 
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7. Wlllch fonn modlnc.atlont would ~ naceuary 10 accommodate lha change to an 

annual hearing? 

For Fuel • E Selledulel and lilt H Schedule would need lo be rerormtHed to rc>Otd 12 

monlhs or dale and lhe A Schedules' poriod·lo-date columns WQuld need 1o be changed to 

refted year•lo-dale. 

For GPIF. CJpacity EnyiCO!I!llfllttl 1!!!1 Con:Huyt!lon • slnee Illest dausu are alru<ly 

annual. only the months would need lobe changed to renect the calendar year. 
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I. WhU arw the expe~ advanllgu and aavlng• of c o,~:Jctlng the cost• rwcovery 

hearing on an 1nnua1 b"la? 

The major expe<:~ed lldvantages an~: 

• The I Mual. C1o1endar year methodology re5ulls In oop champ tor el!!kldcjty Kt In p!ace !or 1 

onp yur RPdoc!. from January through December wtllch colndcles with m~ CU1tomers· 

budget period. FJ>l believes that this cbange provides customers with groater ce11alnty 

because h provides a predlclable and stable 12-month c:harge for electriClty. For enmple. a 

euslomer preparing an annual!Miget will MOYI In November wtlltthelr charge lor electricity 

will be tor the next ytar. Cumtntly, FPL can only provide customers With charges lor the first 

three months of the ye.lf, and then! 1111 three different chargH In a ye~r. These three 

charges 1111 as follows: 

CURRENT MEllfOD 
Etectrio Charges tor Janu~ through March {luiOwllln Augu.st) 
Electric Charges tor April through September (not known until February) 
Electric Charges tor October through December (1\01 known unUI Auguso 

The change to annual. calendar adjustment cherges resuns In the lollo-Mng: 

PROPOSED CHANGE 

Electric Charges tor January through December (known In Novembet) 

• This change to an annual recovery period will minimize the volatlll1y/ nuctuation In 

euslomers' bills from one pedoc! to the neJCt beQuse tt eliminates seasonality in the luel 

• Since the fuel dill wiU be In calendar form. H will be easter 10 use beca~m~ ~ Will be 

comparable to the way other Information Is kePI and repol1ed by FERC. DOE and other 

• n.re .................. .., •• ..., Filing fuel cost recovery on an annual basis 

will grellly red- the amount of paperwort produced. llflld and processed by FPL. the 

Commission. and other parties. In llddltlon. FPL's legal expenses. es well IS other costs 

such as postege and travel would be reduced. 

s 
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t. What are the axpe~d dludvantag .. and coat of conducting coat recovery hearings 

on an annw.l basis? 

None. 

10. Wl\an ahould the Commlnlon lmplemant the change to annual heartngt? 

Tho cllanga 5110\lld be Implemented lor caltndtr year 10011. FPL Jl(oposes tho following 

sel\edula for all dausea: 

Tru•up nung 

Projedlon FlUng 

Discovery Period 

Heartng 

Elfecllve date of factors 

Mid September 11111& 

Beginning or Oclober 1 oaa 
Mid September. Mid November 

Mid November 11198 

With customer billings from January 

1m through December 1900 

6 
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II. What ant the expected advantagtl ol c,alculatlng the coat recovery factors bued 

upon e c:at.ndar ~ar billa? 

Tha major elqltdad advanltges are: 

It mulls In orie d!troe !or elec!r!d!y seJ in Rfact lor 1 one xcer D!!r!ocl, fro;n January throuoh 

December IOtllc:h coincides with most Q!$10mtrs' budgel per!ocl, FPL 1>11heves tMt thiS 

d!lnge provides QISiomers with greater unalnty llec.luse ~ provides a precl!dabje and 

stablo 12·month Chatga for eloelr!d!y. For example, a customer preparing an annual bulget 

will know In November whit their Charge tor t loelridly will be lor lhe next year. Cunently, 

FPL can only provlcle cue •omers with cnarves lor lhe nm three months of the year. and theoe 

are three dlflerenl d!arges In • yur. TheH threa d!arges ere as follows 

CURRENT METHOD 

Eloelric Charges for January thrOugh Mardi (known In Auoust) 

Eledric Charges for Aprllthrouoh September (not known until February) 

Electric Charges for Oc:lober through December (not kJ!own unut AIIQU$1) 

Tha d!lnga 10 1111\ull, calendar adJuSimanl d!arges results In the lollowmg 

PROPO!IEO CHANGE 

Eleclric Charg" lor January through December (known In Novembel) 

This Change to an annual rec;overy period will mlnlmile the volatility/ OuduaUon in 

customera' biHa from one per!ocl to the next bectuse n eliminates seasonality In the fuel 

Cllarga. 

• Since the f\MI data win be In ctlendar tonn. II wiU be easier to use because II ,.;1 be 

c;omparabt. to 1111 WIY olhet Information Is kepi and reponed by FERC. OOE and ocher 

7 
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12. What are the expecwd dl .. :tvantagu of calcula llng :lie coal recovery faclo rt baud 

upon a calendar yell baala? 

None. 

U . What .,. tl:e expected advantage• or calculttlng the coal recovery factoll baaed 
upon a non.clltndat year beals? 

A dllngt 10 an I Mull, non-calendar, fuel recovery period does have some benefd Since 

II will minimize the changes In a CU$1omtt't fuel chatQe from one period to !he ne., 

~uu ~ eliminates susonafrty In the fuel cllatQe. However. a muCh greater benefills 

gained from Cflanglng to annual, calendar year. adjustment taelors An annual. caltndlt 

year methodology Is mort customer orltnlld btclus. H results In one CfliiQe for 

·~ Ml In plica for e one yeat period, from January through OKembet. The 

ennual, caltndat year methodology providu customers with greater certainty ~us. 11 

provides a pradlctable and Slable 1 2·month Cfl&tQe for eltelrlcily For example. a 

cuSiomer preparing en ennual buOQet wilt know 1n November what tnelr CflatQe for 

&itelrtdty wiU be for the next yur Currenily. FPL can only ptovlde customers wlih 

CflatQU for the fl1lt thrM morrtha of ll'lt year, and there an three d•lferent changes tn a 

yell. This Cf1lngt 10 an aMull recovery period WIU mlnlmile the vOIIIIIIIy and ftuctuabon 

In custornera' blfll. And, since the fuel data wiU be In calendar fonn. " Will be euler to 

uu because H win be comparable to 1he way Olher lnfonnallon Is kepi and repor1ed by 

FERC, DOE and other agencies. 

14. What 111 the eapectad dludvanu gae o f calculating lhe coat recovery factol"l bawd 
upon a non.clltn<llt year bula? 

C~ reaiVtf) fldofl calculated 01\ a non-calendar yell ~ lgnotiJ 11'11 fad that the 

majority of customers use calender year lnfonnatlon for buOOtt and other !Unning 

purposes. On a non-calendar year basis. CUSlorners· bills would change twice a year. 

The rnajol benefH of &Mull. calend1r year cost recovery t1ctora Ia thll 11 resuhs In l!llfl 

en•mt fpc tttqddly 111 in P'tct (O< I 001 Y'" perfod trpm JIOUICV JDroWh [)ccember . 

• 
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Leslie PauJh, Esquire 
Division of Lcpl Service~ 

March 30, 1998 

Florida Public Service Commiuion 
2540 Shumard Oak Boulevard 
Tal.lahusec, Florida 32399~ 

RE: Docbt No. 980269-PU 

Dear Ms. Pauah: 

• 

JAMU A. MeGa 
W<IOA COUHIC. 

EnclOICd herein pleuc find Florida Power Corporation's Post-Workshop 
Comments. 

IAM!lcp 
Enclosures 

Very truly yours, 

111."'"- ryw H !!, 
Jamea A. McGee ::::: ~ 
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Docm No. 980269· PU 

fLORIDA POWER CORPORATION'S 
POST-WORKSHOP COMMENTS 

florida Power IUpporU the pcopoaed change ol the fud l.qjwtrnent proceeding 
to an annual, caletld.u yw: cycle, CXII'ISUtent with the Time Line contained in Stafrs 
worlclhop handout. norida Power abo support.l compatible changes to the OCCR 
and other cost rea:Nery proceedi1131 necessary for their conversion to a CAlendar 
yw: cycle CJ1orida Power is not a pu1y to the 03 and 07 dockets). To minimize the 
possible need for an additionll ECCR !hearing if February 1999, no.rida Power 
suggests consideration be given to initiating the required rulema.king now, with 
finll action scheduled after the Commission's decision in this docket. 

By way of further comment, norida Power offen the following l""•ponses to 
the questiOOJJ posed in Staf1's worlclhop handout. 

Q1 Based upon historical data over the put 10 yean, what impact would " 
Commission decision have on the size of the utility's over/unde.r r<:covery? 

A 1 As shown on the attached table, the difference between actual and estimated 
com since 1939 (measured by the standard deviati.on) would have been lower 
utilizing an annual fuel &4justment cycle. This analysis .tuggests that the 
CAuses of cost variances (e.g. weather, fuel pri.ces, unit availability) tend to 
Average out over the longer period. 

Q2 lf the Commission adopts an annual hearing for the fuel clawe and the 
environ.m.ental clawe, should the Commis.tion reviJe its I 0 percent threshold 
a.s the basis to request a mid-<:eurse C011e..."tion? 

A2 No. While an annual cycle suggests the possibility of a higher o\·;:r/under 
reccve.ry in absolute doll.an, it aha provides a longer period of time over 
which to recover/refund th.e variance. 

Q3 During the past 10 yean, how frequently would the utility have requested 
approval for a mid-coune correction bued on a 10 percent threshold? 

A3 &sed on the anal }'Iii described in A 1 above, it appears norida Power would 
have requested no more, and probll.bly Jess, mid-course conections util izing 
an annual fuel a4jwtment cycle. 
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Q4 It ha.s been suggemd that a utility could submit interim petitions bel ween 

hearing3 for lpecial or unt.nticipated iaJue3. Wha.t threJhold level of costs 
would caUJe a change in the fuel factor? 

A4 norida Power believe3 that no threJhold for interim petitions should be 
e.Jtabli3hed. The special or unanticipated WUC3 subject to an interim petition 
could conceivably seek a Commiu.ion rulins on the recoverability of certAin 
lype3 of costs or the treatment of certain casu, as opposed to the magnitude 
of costa, and may not involve any change in the fuel factor. 

QS It has abo been sugges1cd that an Annual fuel factor would provide a utility's 
cwtome:rs with a greater level of certainty &bout fuel cost3. Over the past 12 
months, how MAI\Y customen have~ this concern? 

AS Although l1orida Power does not log CUJ!Omer inquiries in tl:is manner, larger 
commerciAl and industrial cu.rtomen have frequently asked for annual fuel 
charge information in conjunction with their budgeting activitie3. 

Q6 If the Commission adop13 an Annual hearing for the fuel cl.:use and 
environmental clalue, wtlUld the utility change any of iu forecasting models, 
methodologie3, assumptions, or data JOurces7 

A6 In norida Power's case, no. 

Q7 Which form modifications would be necessary to accommodate the change to 
an annUAl hearing? 

A 7 Any chan.ge3 to the forms should be minimal. Exi!ting forms could be 
maintained by dividing the year in.to two six-month perioc:U. 

QS What are the expected advantagea and aaving of conducting cost recovery 
hearing on an annual b&.fj? 

AS The primary adv&nta&es of an annw.l vs. six-month cycle are: 
• Significant saving3 in time spent preparing on.e filing in.stead of two. 
~will be Qlt in hallbcx:Auac a twelve-month fil.ins will lAke no more 
time to prepare than a fix-month filing. 

Reduced travel expeNCS. 

Reduced customer confusion from fewer rate change$. 

Reduced worlcloe:d for Staff. 

Fewer da)'J schtduled on the Commission's hearing calendar . 

. 2 . 
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Q9 What are the expected dba.dv&ntqu and cosu of conducting cost recovery 

hearing on 11. annUAl b.uis? 

A9 f1orid& Power is aware of none. 

QIO When should the Commiuion implement the change to annual hearing.s? 

A 10 The change should be made effective with January 1999 billing.s in the 
manner shown on the fuel atljustment T"tme Une in Staff's worlc.shop handout. 

Qtt What are the expected advantAges of c.\lculating the cost recovery factors 
ba3ed upon a calendar yur buis? 

A 11 The prinwy advantages of a calendar yeu cycle are: 

• Matches cwtomers budget period. Utilities will be able to provide 
esti.matea for the entire year. 

Matchu florida Power's internal budgeting cycle. This will reduce 
amount of time currently spent reconciling the budget and fuel 
projections. 
Anal~ ol fuel- related dati. c.«n be performed more ea.rily on a calendar 
yeubuis. 

Q 12 WhAt are the expected disadvan~ of calculating the cost recovery factors 
ba3ed upon a calendar yur buis? 

A 12 norida Power is aware of none. 

Q13 What are the expected advantages of calculating the cost recovery factors 
ba3ed upon a non-alendar yur basis? 

A 13 Comp!U'Cd to a e&lendar year buis, lflorida Power is aw11re of none. Com pared 
to the current six-month buia, $U A8 above. 

Q 14 WhAt are the CJCpected disa.dvantAg!el of calculating the cost recovery fac:ors 
ba3ed upon a non -calendar yCD.r ba.tis7 

Al4 Compued to a calendar year buia, see All above. Compared to the current 
six-month baN, florida Power is a. ware of none. 

JISOIM 

0 3 ° 
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FLORIOA POWER CORPORA TIO:>I 

Analysla ot Vws-~ Acluel8nd EaU~ Total Fu.! and Net Power E.apen ... 
Six Month w . ~ Mon1tl petloda 

Six Month PerloiU 

S mlllloM Percent 
Period Period Ac1UIII EaU~ V.vlanca Varlanc:a 

1 ~..S.p88 348 287 51 1. 7% 
2 Od~ll80 :184 2n (B) .JO% 
3 Afi(-Sep 80 348 348 00% 
4 0c1 110-Mw 111 258 m (31} -1 4 3% 
5 Apr-Sep81 323 347 (2•1 -7 4% 
6 Od81-Mw82 247 m (52) ·21 1% 
7 Apr-Sep82 348 3511 (10) ·2-9'11. 
8 Od82-Mar93 240 243 (3) ·1 3% 
9 Apr-Sep$3 332 300 32 96% 
10 Oct 9)-Mif 94 224 234 (10) -4 5% 
11 Apr-Sep94 337 303 34 10 ~~ 
12 Od94-Mw85 221) 252 (23) -10.0% 
13 ~-SepSIS 327 308 19 58% 
14 Odes.Mar9S 288 2~ 43 15.0% 

Vlllence 31 

1'WWw Monti! Perioda 

S mllllone Percent 
Period Period Actual EaU~ V•rlance V8tl8r>c. 

1 Afl( B~MW 80 11112 56!1 43 70% 
2 Apr so-Mar 111 60e 11143 (37) -81% 
3 ~111·Mw82 570 11148 (78) ·13 3% 
4 Apr 82-MIIIIJ 5811 602 (13) ·2-2'11. 
5 AfK 113-M•r 94 556 534 22 40% 
8 Apr 114-M• Sl5 see 55S 11 19% 
7 Afl( 11$-M8t 118 613 551 82 10 1% 

Varlanc:a 41 

No1n; Data lor P8t10cll pl1or to 111811 noi1M111ab18. 
v~ d-. tot 111111 noc ~•ellA ~ ot 111e .,."*'~ nuc1ut out~~Qe. 
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Mr. Todd BobnDa1 
Florida Pub~ Savicc Comminim 
2s.40 S"'-d Oak Boulevard 
Tallahass«, FL 32399-01$0 

Rc: Dodcd No. 910269-PU 

CBNTRAL c 
FLOif!IJ;'a 

Mlrch 25, 1991 

• 

A~ plcvc llod IIIII' wriw:n ~ill lapolliO 10 lbo worVbop IK!d 011 ~ 17, 199K ln lhl1 
docket. Pleuo do not besiwc to CIOO.l.:t me if you haw any quest lOllS, 

Sinccrdy, 

('1.!, ' o...t \ \A. 'f'('("J 

~V. Wood 

A COO' I!! inalllld llau:l Mmaacr 

C.l"ttrat ,.oriel• O..t Comp•ny 
.. c.-,.,..., ........... ..,.....,.( ptlfflt ... 

lOIS \ u ti'! ~ltt tl HW • '~ I O• 960 • Wll\tft f1U t " , ,o,.CI• lllt1 • 9 .. 119J lllS • 9 •1 }94 )19S I '.t• 
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FLORIDA. DIVISION 
CBESUEA.KE tJT1UTIES CORPORA. TION 

WlUT'I'EN COMMENTS TO FPSC 
WORKSHOP 

D0CJCZT NO. 910169-PU 

In Fa: ConsliMratfon of CJrange In FTII{I4ncy and nmtng of 1M Htarlnp for tlN Futl and 
Purcht:J#d Powv CAst &CO'IUJI ClaM#, 1M (Apodty Cost RM:owry Cl.aJ4M. tl¥ Gerwralion 
Ptrf~ lnc.ntlw FaciQr, 1M Elvrgy Ccnstf\laJion Cost &wwry Clau#, 1M Purclta.r41d 
Gas Adjusmwnt (PGA) T'rw-Up, and ~niDI Cost &cowry CiatiR. 

The Floricb Dlvbloo or Chaapeab Ullllda Col"p"ntlon (CUC) b a natural a,u utility 
subject to the jlll'bdledoa or the Plorida Public Servke Commiuloa undno Chaptno 366, 
Florida Statuta. A.J sacla, CUC IIJil1tl itJ comments to only those blues and questions 
dlrttdy rdated to aalanl PI utllllla. 

StajJ/SSllt .S: Sltmlld tlN Commi.mott tlf1P"'VV a cJttsng. to wh:ulatt 1M foetor for 1M 6ntrgy 

consuvation cwt T6COI!tll')' c~ on a CQ/mdor·yeor basis? 

Company' a Position : No. Abaent tome <:Ompdling rcuon beyond any <:Omments cited at the 
workshop held on Matdll7, 1998 (budgeting &ad forecasting. etc.), cue believes the eDctBY 
coSI recovery clawe should continue u Is unchanged. We see no benefit to changing from 006 
annual cycle to another. 

Staff /ssw 6: Sltmlld 1M Commission approw a cJtong. to colallatt 1M foe/or for 1M purchtJ#d 
gas adjustmcnt (PGA) ti"UNNp on a co.lmtlar )'UlT basis? 

Company' a Position : No. AbJalt IOille cx.mpelliog rcuon beyond any commentS cited at the 
workshop held on Mardll7, 1998 (budgeting &ad foreeutiog. etc.), cue believes the purclwed 
gas COil re<:Overy true-up lhoulcl continue u ia UJICbangcd. We see no benefit to changing from 
006 annual cycle to mlOther. 

Discussion Qutstion II: What on tl¥ ~cttd adllfm10:gts of CQ/culating tl¥ cost rtcowry 
factors hostd upon a CQ/mdor year basis? 

Company's Position : None. We see no benefit to chanaina from one annual cycle to another 



1. • 
FLORIDA DIVUJON 
CHESAP&AD trriUT1U couounoN 
WJlliTEN COJIOO:HI'S TO fi'SC WOaJCSHOP 
DOCUT NO. ,_Uf.IIU 
PQgt 2qf1 

• 

DlscwssiM QuutiM 11: What an 1M opttcttd disotNantogrs of ca/CIIIatfng liN cost rtrco,-.ry 
factors baNd 11po11 a cokndar )fUIT basU? 

ComQIIIY'I POijtioo : Tbr.re are twO diadVUJ1:18e1 of c.looJuing the cost recovay factors based 
upon • ealendar year buil. Tbe h diudvantqe il that the calendar year does not wmirro(' the 
seuonality of the lllll.ln1 PI b"'inesa The exilfina c:yclo fits vrxy well with tho aeuonalltyofthe 
naturll gu utilitia' buli- W'ltb the eutre111 cycle, the summer and winter months are (II'OUped 
together, (ic., April throuab Sepu:mber and October throuah Mardi) withln the same true-up 
period. Especi•'!y for the POA mocbanian, thb ')'do alloww us to establish tactors whk.'! aend 
consistent pricing signals to our Qlltomert throughout the summer and winter aeuonJ. Switching 
to a e&lendar year buiJ would rault in a POA IJ\ltHJp change in tho middle of tho winter aeuon 
(January) which may ICIId mixod pricing aignab to our Qlltoi!ICB. 

The other disadvantaae whldl raulu &om chanaina the roeovery cycle ia t.he necessity or a 
transition period which would oc:cur in order to implement 1. change in recovay cycles. 
Transitions to new fi1ina and reporting cycles are COidy, time-consuming. and burdensome on 
utilitiea with lesaer reaoun:ea. 

In summary, we beUeve that tho cycles cummtJy in dfoc:t (April • Mardi) for both conservation 
cost recovrxy and purchued PI adjuJtment true-up which were eaublished in 1993 are working 
very well. We see no n::ason to change to a ealc:ndar year basa 

DlscusstM Quur/M I J: What an th 1 np.cttd odvan~Qges of ca/CIIIatJng tiN co.rt n cowry 
factors bostd 11pon a ttOn<Q/utdar )WIT hash? 

Company's PoJirlop : The adVIIItlp of ealc.ulaliDj tho COlt recovay factors based upon 1 non­
calendar year bub Ia that thiJ il the methodology we uJetoday. We would avoid A potentially 
confuJing. costly and timo-consumina transition period which would occur in order to implement 
1 change in recovay cydes. We would continue to have 1 cycle that mirrors the JeUOnality of 
the natural au budnesa AJ JtiUd above, t.ho cycles cutTently in effect ase wor1cing very well. 

DisausiM QutsriM U : What an 1M «Xptcttrd dlsodvanklgU of calcvlatlng tiN cost rtrowry 
facton ba#d 11pt1n D ~ ,-btul•7 

Company's Politiop : None. We see no dlaadVIIItage to keeping the current cort recovery cycles 
for conservalion and purdwod pa adjUJtmalt. 
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