BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Petition by Progress Energy Florida, Inc.  )

to Recover Costs of Crystal River Unit 3            )

DOCKET NO. 070052-EI

Uprate Through Fuel Clause                               )

FILED: August 28, 2007
______________________________________)


THE FLORIDA RETAIL FEDERATION'S POST-HEARING STATEMENT


The Florida Retail Federation (FRF), by and through its undersigned attorneys and pursuant to the prehearing and procedural orders issued in this docket, hereby files this its Post-Hearing Statement.

BASIC POSITION

The Commission should deny Progress's petition for recovery of costs associated with the CR3 Uprate Project through the Fuel Clause, through any other cost recovery clause, or through any other means that would allow Progress to realize recovery of such costs before the expiration of its current rate case stipulation.  The costs at issue in this case are predominantly, if not entirely, capital costs of a type normally recovered through base rates, and accordingly, recovery through the Fuel Clause or any other cost recovery clause is inappropriate.  
STATEMENT OF ISSUES AND POSITIONS

ISSUE 1:
Should the Commission authorize clause recovery in lieu of base rates recovery of the prudent and reasonable costs of the following:

A.  Phase 1 of PEF’s CR3 Uprate Project?

FRF Position:
*No.  Recovery of Phase I portion of the CR3 Uprate Project is inappropriate through the fuel clause because these costs are non-volatile, non-fuel related costs that belong in base rates *
B.  Phase 2 of PEF’s CR3 Uprate Project?

FRF Position:
*No.  Recovery of the Phase 2 costs of the CR3 Uprate Project is inappropriate through the fuel clause because these costs are generation plant costs that belong in base rates *
C.  Phase 3 of PEF’s CR3 Uprate Project, including:

FRF Position: 
*No.*
1.  Nuclear Core Modifications, Secondary Systems, and Other Project-related     Plant Additions/Modifications?

FRF Position:
*No.  Recovery of the Phase 3 costs of the CR3 Uprate Project is inappropriate through the fuel clause because these costs are generation plant costs that belong in base rates.*
2.  The “point of discharge” cooling solution?

FRF Position: 
*No.  Recovery of the “point of discharge” costs is inappropriate and should be rejected because these costs are associated with the Phase III increases in generation, which are themselves inappropriate for fuel clause recovery.*

3.  Transmission upgrades associated with the CR3 Uprate Project?

FRF Position: 
*No.  The costs of transmission upgrades associated with the CR3 Uprate Project are due to safety and reliability issues and are not associated with any fuel saving, and therefore, recovery of those costs is inappropriate through the fuel clause.*

4.  Other costs associated with phase 3 of the CR3 Uprate Project?

FRF Position:
*No.  PEF has failed to justify recovery of any portion of the costs of Phase 3 of the CR3 Uprate Project in the fuel clause *

ISSUE 2:
If the Commission authorizes clause recovery of the CR3 Uprate Project, which cost recovery clause, fuel or capacity, is appropriate for capitalized costs attributable to the uprate?

FRF Position:
*The Commission should not authorize clause recovery of the CR3 Uprate Project.  If it does, the FRF takes no position on whether any allowed capital costs should be recovered through the Fuel Cost Recovery Clause or the Capacity Cost Recovery Clause.* 

ISSUE 3:
If the Commission authorizes clause recovery of the CR3 Uprate Project, what capital recovery periods should the Commission prescribe for the assets? 

FRF Position:
*Agree with OPC that the recovery period should coincide with the useful lives of Uprate Project components, expected to last through 2036.  In contrast, PEF’s proposal would unfairly impose severe intergenerational inequities on PEF's customers to enable PEF to recoup its investment before its customers realize meaningful fuel savings.* 

ISSUE 4:
Based on the recovery periods prescribed for the CR3 Uprate Project assets, what ratemaking adjustments, if any, are necessary? 

FRF Position:
*No adjustments to PEF's current rates are appropriate.  Agree with OPC that, regardless of base rate or fuel clause recovery, the Commission should set cost recovery periods to correspond with expected useful lives, and that otherwise, PEF's customers must be compensated for any lost NPV benefits of deferred taxes.*  

ISSUE 5:
If the Commission authorizes PEF clause recovery of the CR3 Uprate Project, what return on investment should the Commission authorize PEF to include?

FRF Position:
*The Commission should not authorize clause recovery of the CR3 Uprate Project.  The FRF agrees with OPC that, if the Commission were to grant PEF’s request for clause treatment, it should authorize a return no greater than PEF's cost of debt.*
ISSUE 6:
If the Commission authorizes clause recovery of the CR3 Uprate Project, how should the costs associated with the project be allocated between wholesale and retail jurisdictions for rate recovery purposes?

FRF Position:
*The Commission should not authorize clause recovery of the CR3 Uprate Project.  If the Commission does so, the FRF agrees with OPC that retail customers should pay for only the portion of the unit that is devoted to retail service.*
ISSUE 7:
If the Commission authorizes clause recovery of the CR3 Uprate Project, what reports, if any, should PEF be required to file with the Commission?

FRF Position:
*If the Commission authorizes clause recovery, then the Commission should, in order to evaluate the prudence of PEF's expenditures for these base-rate type items, require PEF to file reports at least annually that include complete information on all already-expended costs and all projected capital and fuel costs of the Project.*

ISSUE 8:
Should this docket be closed?


FRF Position:

*Yes.*
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