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James A. McGee, Esquire, Post Office Box 14042, St. Petersburg, Florida  33733‑4042


On behalf of Florida Power Corporation
Matthew M. Childs, P.A., Steel Hector & Davis, 215 South Monroe Street, Suite 601, Tallahassee, FL 32301

On behalf of Florida Power and Light Company.

Norman H. Horton, Jr., Esquire, Messer, Vickers, Caparello, Madsen, Goldman & Metz, P. A., Post Office Box 1876, Tallahassee, FL  32302-1876



On behalf of Florida Public Utilities Company.

Richard J. Salem, Esquire, Marian B. Rush, Esquire, Salem, Saxon & Nielsen, P.C., Suite 3200, One Barnett Plaza, 101 East Kennedy Boulevard, P.O. Box 3399, Tampa, FL 33601; Peter J.P. Brickfield, Esquire, Michael E. Kaufmann, Esquire, Brickfield, Burchette & Ritts, P.C., 1025 Thomas Jefferson Street, N.W., Eighth Floor - West Tower, Washington, D.C. 20005.
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On behalf of the Florida Industrial Power Users Group.


John Roger Howe, Esquire, Deputy Public Counsel, Office of Public Counsel, c/o the Florida Legislature, 111 West Madison Street, Room 812, Tallahassee, Florida 32399-1400

On behalf of the Citizens of the State of Florida.

Martha Carter Brown, Esquire, and Vicki D, Johnson, Esquire, Florida Public Service Commission, 101 E. Gaines Street, Tallahassee, Florida  32399‑0863

On behalf of the Commission Staff.

Prentice Pruitt, Esquire, Florida Public Service Commission, 101 E. Gaines Street, Tallahassee, Florida  32399‑0862
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BY THE COMMISSION:


CASE BACKGROUND


As part of this Commission's continuing fuel cost recovery, oil backout cost recovery, capacity cost recovery, conservation cost recovery, and purchased gas cost recovery proceedings, hearings are held semi-annually.  Pursuant to notice, a hearing was held in this docket and in Dockets No. 950002-EG and 950003-GU, and 950007-EI on March 8-9, 1995.  The utilities submitted testimony and exhibits in support of their proposed fuel adjustment true-up amounts, fuel cost recovery factors, generating performance incentive factors, oil backout true-up amounts, capacity cost recovery factors and related issues.  Our decision on these matters is set out below.


Generic Fuel Adjustment Issues

In accordance with the agreement of the parties, we find that the appropriate final fuel adjustment true-up amounts for the  period April, 1994 through September, 1994 are as follows:

FPC:

$2,284,495 underrecovery.

FPL:

$6,684,993 overrecovery.

FPUC:

$230,486 underrecovery.  (Marianna)



$25,350 underrecovery.  (Fernandina Beach)

GULF:

$2,394,382 underrecovery.

TECO:

$3,986,565 underrecovery.


The estimated fuel adjustment true-up amounts for the period October, 1994 through March, 1995 are as follows:

FPC:

$12,575,671 overrecovery.

FPL:

$21,299,545 overrecovery

FPUC:

$86,548 overrecovery.   (Marianna)



$162,890 overrecovery.  (Fernandina Beach)

GULF:

$577,273 underrecovery.

TECO:

$2,455,113 underrecovery.


The total true-up amounts to be collected during the period April, 1995 through September, 1995 are as follows:

FPC:

$10,291,176 overrecovery.

FPL:

$14,614,552 overrecovery.

FPUC:

$143,938 underrecovery.  (Marianna)



$137,540 overrecovery.  (Fernandina Beach)

GULF:

$2,971,655 underrecovery.

TECO:

$6,423,678 overrecovery.


Finally, the appropriate levelized fuel cost recovery factors, before line loss adjustment, for the period April, 1995, through September, 1995, are as follows:

FPC:

1.891 cents/KWH.

FPL:

1.744 cents/KWH.  

FPUC: 
Marianna:



3.221 cents/KWH.


 
Fernandina Beach:

3.584 cents/KWH.

GULF: 
2.315 cents/KWH.  

TECO: 
2.386 cents/KWH.   


For billing purposes, the new fuel adjustment charge, oil backout charge, and conservation cost recovery charge shall be effective beginning with the specified fuel cycle and thereafter for the period April, 1995 through September, 1995.  Billing cycles may start before April 1, 1995, and the last cycle may be read after September 30, 1995, so that each customer is billed for six months regardless of when the adjustment factor became effective.


Each utility proposed fuel recovery loss multipliers to be used in calculating the fuel cost recovery factors charged to each rate class.  The appropriate multipliers are as follows:

FPC:Delivery
Line Loss



Group
Voltage Level         
Multiplier


  A.

Transmission


0.9800



  B.

Distribution Primary

0.9900



  C.

Distribution Secondary
1.0000



  D.

Lighting Service

1.0000


FPL:

See FPL's loss multiplers on page 6. 

FPUC:
Marianna


Rate Schedule


Multiplier


RS




1.0126



GS




0.9963



GSD




0.9963



GSLD




0.9963



OL, OL-2



1.0126



SL-1, SL-2



0.9881



Fernandina Beach


All Rate Schedules

1.0000

GULF:See table below:  

	PRIVATE 

Group
	Rate Schedules
	Line Loss Multipliers

	
	
	

	
	
	

	A
	RS, GS, GSD, OSIII, OSIV
	1.01228

	B


	LP, SBS
	0.98106

	C


	PX, RPT, SBS
	0.96230

	D


	OSI, OSII
	1.01228


TECO:Group




Multiplier


Group A




1.0064



Group A1




1.0064*



Group B




1.0012



Group C




0.9721

*Group A1 is based on Group A, 15% of On-Peak and 85% of Off-Peak.  

The utilities further proposed fuel cost recovery factors for each rate group, adjusted for line losses.  We find that the proposed factors are appropriate and are as follows:

FPC:ADVANCE \D 3.60




Fuel Cost Factors (cents/kWh)




Delivery


   Time Of Use    


Group
Voltage Level       Standard
On-Peak
Off-Peak


  A.
Transmission

 1.856

2.376

1.583



  B.
Distribution Primary

 1.875

2.400

1.599



  C.
Distribution Secondary 1.894

2.424

1.616



  D.
Lighting Service

 1.767

FPL:
RATE         PRICE        LOSS MULTIPLIER    FUEL RECOVERY
SCHEDULE   MULTIPLIER                        FACTOR ((/kWh)   

RS-1

 1.009
         1.00210            1.764



GS-1       1.018          1.00210            1.779

GSD-1      0.996          1.00204            1.741

GSLD-1     0.982          1.00092            1.714

GSLD-2     0.970          0.99500            1.683

GSLD-3     0.959          0.96091            1.607

CS-1       0.990          1.00024            1.726

CS-2       0.958          0.99656            1.666

CILC-D     0.957          0.99757            1.666

CILC-G     0.972          1.00210            1.699

CILC-T     0.944          0.96091            1.582

MET        0.961          0.98063            1.643

OL-1       0.834          1.00210            1.458

SL-1       0.834          1.00210            1.457

SL-2       0.947          1.00210            1.655

RATE          PRICE      LOSS       ON PEAK FUEL      OFF PEAK 

SCHEDULE   MULTIPLIER  MULTIPLIER   RECOVERY          FUEL RECOVERY
                                    ((/kWh)           ((/kWh)
RST-1      1.009       1.00210      2.000             1.650

GST-1      1.018       1.00210      2.017             1.664

GSDT-1     0.996       1.00204      1.974             1.628

GSLDT-1    0.982       1.00092      1.943             1.603

GSLDT-2    0.970       0.99500      1.908             1.574

GSLDT-3    0.959       0.96091      1.822             1.503

CST-1      0.990       1.00024      1.957             1.615

CST-2      0.958       0.99656      1.889             1.558

CILC-D     0.957       0.99757      1.889             1.558

CILC-G     0.972       1.00210      1.926             1.589

CILC-T     0.944       0.96091      1.794             1.480

FPUC:Marianna


Rate Schedule


Adjustment


RS




5.151 eq \O(c,/)/kWh



GS




4.915 eq \O(c,/)/kWh



GSD




4.541 eq \O(c,/)/kWh



GSLD



4.381 eq \O(c,/)/kWh



OL, OL-2


3.262 eq \O(c,/)/kWh



SL-1, SL-2


3.183 eq \O(c,/)/kWh



Fernandina Beach


Rate Schedule


Adjustment


RS



     
5.036 eq \O(c,/)/kWh



GS




4.770 eq \O(c,/)/kWh




GSD




4.581 eq \O(c,/)/kWh




OL, & SL


3.996 eq \O(c,/)/kWh


GULF:See table below:  

	PRIVATE 

Group
	Rate Schedules
	Fuel Cost Factors (/KWH 

	
	
	Standard
	Time of Use

	
	
	
	On-Peak
	Off-Peak

	A
	RS, GS, GSD, OSIII, OSIV
	2.343
	2.564
	2.238

	B


	LP, SBS
	2.271
	2.485
	2.169

	C


	PX, RPT, SBS
	2.228
	2.438
	2.128

	D


	OSI, OSII
	2.268
	N/A
	N/A


TECO:


Standard

On-Peak

Off-Peak                                 



Group A

2.401

2.844

2.154



Group A1
2.258

  -


 -



Group B

2.389

2.829

2.143



Group C

2.319

2.747

2.080


We further find that the appropriate revenue tax factor to be applied in calculating each company's levelized fuel factor for the projection period of April through September, 1995 is as follows:

FPC:
  1.00083

FPL:  1.01609

FPUC:  Marianna:  1.00083


  Fernandina Beach:  1.01609

GULF:  1.01609

TECO:  1.00083

SO2 Emission Allowances

With respect to recovery of costs and revenues associated with SO2 emission allowances, we find that they are appropriately recovered through the Environmental Cost Recovery Clause (ECRC).  If a utility is not participating in the ECRC, however, it would be appropriate to recover those dollars through the Fuel and Purchased Power Cost Recovery Clause.  If a utility begins participating in the ECRC, any SO2 emission allowance dollars shall be removed from the Fuel clause and recovered through the ECRC.



Company‑Specific Fuel Adjustment Issues
Florida Power and Light Company

Florida Power and Light Company requested a new methodology for allocating fuel costs to the various customer classes.  In FPL's proposal, kilowatt hours (kWhs) consumed in hours with higher loads are allocated a higher proportion of fuel costs, and vice versa.  FPL suggested that this allocation method was appropriate, because it recognizes that the costs of each kWh consumed are not the same during every hour of the day, due to the differences in the prices of fuels and the efficiencies of generating units.


 FPL's request is inconsistent with the way that generating plant costs are allocated to the customer classes.  There is an inverse relationship between the capital costs of the generating units and the cost of fuel needed to operate the generating units.  Consequently, if a customer class is assigned a larger portion of the fuel costs because it contributes relatively more to the higher peaking load hours, then that class should be allocated a smaller portion of generating unit capital costs.  FPL has not proposed to allocate the capital costs of generating units in this fashion.  We therefore deny approval of FPL's new methodology regarding allocation of fuel costs to the various customer classes.


FPL also requested recovery of approximately $2,754,502 for modifications made to Cape Canaveral Unit #1 and #2, Fort Myers Unit #2, Riviera Unit #3, and #4 and Sanford Unit #3, #4, and #5.  The modifications will enable the units to operate using a more economic grade of residual fuel oil.  The modified units will still comply with emission constraints.  FPL asked to recover the costs of the modifications through the Fuel and Purchased Power Cost Recovery Clause, because the modifications will generate significant savings due to lower fuel prices for high sulfur residual oil.


When we established comprehensive guidelines for the treatment of fossil fuel-related costs, we recognized that certain unanticipated costs may be appropriate for recovery through the fuel clause.  Order No. 14546 addresses this concern by allowing fuel-related expenditures that are not being recovered through a utility's base rates to be recovered through the fuel clause.  Order 14546 states:


While it is the Commission's intent in this order to establish comprehensive guidelines for the treatment of fossil fuel related costs, it is recognized that certain unanticipated costs may have been overlooked.  If any utility incurs, or will incur, a fossil fuel related cost which was not addressed in this order and the utility seeks to recover such cost through its fuel adjustment clause, the utility should present testimony justifying such recovery in an appropriate fuel adjustment hearing.

We have allowed such costs to be recovered through the fuel clause in the past when those expenditures resulted in significant savings to the utility's ratepayers.  According to FPL's projections, its ratepayers will realize over $80 million in fuel savings through 1999.  We find that FPL's cost for modifications fits within the policy we established in Order No. 14564.  We approve recovery of the modification costs through the fuel clause.  The costs should be expensed and included in the April through September 1995 period.  Our staff will review FPL's adjustments in conjunction with the annual fuel audit.  This will ensure that the adjustments have been properly made to remove the costs from depreciable plant balances.


Florida Steel Corporation raised an issue concerning FPL's projection of costs to be incurred during the April through September, 1995, period.  Florida Steel asserted that FPL had over estimated the price of natural gas, and therefore FPL would overrecover fuel costs unnecessarily.


We find that FPL's estimation of as-burned natural gas prices for the period April through September, 1995, are reasonable for purposes of determining the appropriate fuel factor for the aforementioned period.  Natural gas prices are but one element of the many components that are used to determine a utility's projected fuel factor.  When we evaluate a utility's total fuel and purchased power costs, we realize that overstated fuel prices may be offset by increased sales or by lower than projected purchased power costs.  Based on FPL's projections and actual, total fuel and purchased power costs incurred during October, 1994, through January, 1995, we find that FPL's fuel factor for the upcoming period is reasonable. 


Generic Generating Performance Incentive Factor (GPIF)

There was no controversy among the parties regarding either the appropriate GPIF reward or penalty for past performance or the proposed GPIF targets and ranges for performance in the upcoming period.  The parties agreed to, and we approve, the following GPIF rewards for the period April, 1994 through September, 1994:

FPC:

$986,547 reward.  

FPL:

$3,065,156 reward.

GULF:

$22,931 reward.

TECO:

$146,321 reward.  


We approve the parties' targets and ranges for the period April, 1995 through September, 1995.  The GPIF targets and ranges are found on Staff Attachment 1, page 2 of 2.


Company-Specific GPIF

Florida Power and Light Company


We find that the forced outage hours for St. Lucie Unit 1 shall be adjusted to remove the outage hours caused by the June 6, 1994 severe thunderstorm.  


The GPIF manual provides for adjustments to the Equivalent Availability Factor (EAF) of generating units under certain circumstances.  Section 4.3.1 of the manual identifies several circumstances that would warrant the adjustment of the EAF including those that are "natural or externally caused disasters".  The severe storm of June 6, 1994, was a naturally occurring disturbance that was responsible for the transformer trip and subsequent unit trip.  The effects of the storm were the cause of the loss in unit availability, and thus those forced outage hours shall be removed before calculating the PSL1 unit EAF performance during the April, 1994, through September, 1994, period.  


Generic Oil Backout Issues

In accordance with the agreement of the parties, we find the proper final oil backout true-up amount for the period April, 1994 through September, 1994 period to be:

FPL:

$11,602 overrecovery.  

TECO: 
$30,836 underrecovery. 


The estimated oil backup true-up amount for the period

October, 1994 through March, 1995, is:

FPL:

$527,531 underrecovery.  

TECO: 
$183,974 overrecovery.

 
The total oil backout true-up amount to be collected during the period April, 1995 through September, 1995, is:

FPL:

$515,929 underrecovery. 

TECO: 
$153,138 overrecovery. 


Finally, we find that the proper projected oil backout cost recovery factor for the period April, 1995 through September, 1995, is:

FPL:

.012 cents/kWh.  

TECO:

.081 cents/kWh. 


Generic Capacity Cost Recovery Issues

The parties agree that the following final capacity cost recovery true‑up amounts are appropriate for the April, 1994 through September, 1994 period, which we approve:

FPC:

$6,943,182 overrecovery. 

FPL:

$2,159,836 overrecovery. 

GULF:

$  221,434 overrecovery.

TECO:

$   35,650 underrecovery. 


We approve the following estimated capacity cost recovery true‑up amounts for the period October, 1994 through March, 1995, as follows:

FPC:

$10,515,204 underrecovery. 

FPL:

$12,962,747 overrecovery.  

GULF:

$   101,423 underrecovery.

TECO: 
$ 1,065,382 overrecovery. 


We also approve the following total capacity cost recovery true‑up amounts to be collected during the period April, 1995 through September, 1995:

FPC:

$ 3,572,022 underrecovery. 

FPL:

$15,122,583 overrecovery.   

GULF:

$   120,011 overrecovery. 

TECO: 
$ 1,029,732 overrecovery. 


We approve the following appropriate projected net purchased power capacity cost amount to be included in the recovery factor for the period April, 1995 through September, 1995:

FPC:

$116,445,839.

FPL:

$144,171,942 


GULF:

$2,672,392. 

TECO:

$10,827,805. 


Finally we approve the projected capacity cost recovery factors for the period April, 1995 through September, 1995, they are shown on Attachment A to this order and as follows:

FPC:

See page 3 of 10 of Attachment A.

FPL:

RATE CLASS             CAPACITY RECOVERY        CAPACITY RECOVERY
                         FACTOR ($/KW)            FACTOR ($/KWH)
RS1                            -                     0.00415

GS1                            -                     0.00367

GSD1                          1.36                     -

OS2                            -                     0.00229

GSLD1/CS1                     1.41                      -

GSLD2/CS2                     1.43                      -

GSLD3/CS3                     1.41                      -

CILCD/CILCG                   1.35                      -

CILCT                         1.29                      -

MET                           1.47                      -

OL1/SL1                        -                     0.00109

SL2                            -                     0.00261

RATE CLASS      CAPACITY RECOVERY FACTOR        CAPACITY RECOVERY                  (RESERVATION DEMAND CHARGE)     FACTOR (SUM OF

                                                DAILY DEMAND                                                       CHARGE)($/KW)
ISST1D                 .18                       .09

SST1T                  .17                       .08

SST1D                  .18                       .09

GULF:See table below:  

	PRIVATE 

RATE

CLASS
	CAPACITY COST

RECOVERY FACTORS

(/KWH

	RS, RST
	0.070

	GS, GST
	0.068

	GSD, GSDT, SBS
	0.053

	LP, LPT, SBS
	0.046

	PX, PXT, RPT, SBS
	0.037

	OSI, OSII
	0.005

	OSIII
	0.041

	OSIV
	0.005


TECO:The appropriate factors are as follows, subject to adjustment pending resolution of company specific issues:



Rate Schedules


Factor



RS




.187 cents per KWH



GS, TS



.173 cents per KWH



GSD




.130 cents per KWH



GSLD, SBF


.119 cents per KWH



IS-1 & 3, SBI-1 & 3


.011 cents per KWH



SL, OL



.029 cents per KWH


Company-Specific Capacity Cost Recovery Issues

Tampa Electric Company


Tampa Electric Company received $1,106,760. for an "Option Payment" from Polk Power Partners in 1993.  In return for the payment, TECO allowed Polk Power Partners to choose which of its two cogeneration facilities would serve TECO's standard offer cogeneration contract.  TECO also negotiated certain other changes to the standard offer contract that were approved by the Commission in Order No. PSC-95-0038-FOF-EU, Docket No. 94155-EQ, issued January 9, 1995.  TECO recorded the option payment on its books as "other electric revenues", and presented testimony in this proceeding that the amount of the payment should not be credited directly back to the ratepayers through the capacity cost recovery clause.  


 The option payment TECO received from Polk was possible because of the standard offer contract between the parties, for which TECO's ratepayers pay the costs and bear the risks.  TECO recovers the costs of payments to the cogenerator from its ratepayers on a dollar for dollar basis through the capacity cost recovery clause.  At the hearing the issue was whether the ratepayers should receive all of the benefits from the option payment directly as a credit to the capacity clause, since they are the ones that bear all the risk.  The rationale was that if TECO were required to credit the option payment back to the ratepayer, the risks associated with the contract would be properly matched to the benefits associated with the contract.


We understand that TECO's customers are responsible for providing the non-fuel revenue stream to support the benefits derived from these cogeneration contracts.  We also understand, however, that this is an unusual situation, and we believe that  all parties, the cogenerator, the company, and the ratepayers, benefitted from the modifications to the standard offer contract and TECO's agreement to provide Polk the option.  Therefore, we believe that it is appropriate to divide the option payment between the capacity cost recovery clause and TECO's other electric revenues account.  The ratepayers will receive a dollar for dollar credit through the clause for half of the option payment, and the remainder will be treated as other electric revenue.  The capacity cost recovery clause portion of the option payment, plus interest for the intervening time period, will be part of the true-up in the next projection period.         


We find that TECO should not be required to credit the revenues it receives from long-term firm Schedule D interchange sales back to the retail ratepayers through the fuel adjustment clause and the capacity cost recovery clause.  This is because at the time of TECO's last rate case the firm Schedule D interchange sales were treated as a separated (wholesale) class of customers.  By separating this class of customers from the retail jurisdiction, the company and its shareholders were effectively required to carry all of the risk associated with the portion of rate base and expenses that was assigned to this wholesale class of customers. Requiring the company to credit the revenues it could receive from potential additional Schedule D sales to the retail jurisdiction, without recognizing that the company and its shareholders may also experience a shortfall in the revenues that were separated from the retail jurisdiction, would be inequitable and asymmetrical treatment.  


We also find that all of the revenues that result from interchange sales other than the firm Schedule D sales shall continue to appear as credits in the appropriate adjustment clauses.  TECO shall inform the Commission's Division of Electric and Gas by certified letter when additional Schedule D sales are made.


In consideration of the above, it is 


ORDERED by the Florida Public Service Commission that the findings and stipulations set forth in the body of this Order are hereby approved.  It is further


ORDERED that investor-owned electric utilities subject to our jurisdiction are hereby authorized to apply the fuel cost recovery factors set forth herein during the period of April through September, 1995, and until such factors are modified by subsequent Order.  It is further


ORDERED that the estimated true-up amounts contained in the above fuel cost recovery factors are hereby authorized subject to final true-up, and further subject to proof of the reasonableness and prudence of the expenditures upon which the amounts are based.  It is further


ORDERED that the Generating Performance Incentive Factor rewards and penalty stated in the body of this Order shall be applied to the projected levelized fuel adjustment factors for the period of April through September, 1995.  It is further


ORDERED that the targets and ranges for the Generating Performance Incentive Factors set forth herein are hereby adopted for the period of April through September, 1995.  It is further


ORDERED that the estimated true-up amounts included in the above Oil Backout Cost Recovery Factors are hereby authorized subject to final true-up, and further subject to proof of the

reasonableness and prudence of the expenditures upon which the amounts are based.  It is further 


ORDERED that the investor-owned electric utilities are hereby authorized to apply the capacity cost recovery factors set forth herein during the period of April through September, 1995, and until such factors are modified by subsequent Order.  It is further


ORDERED that the estimated true-up amounts contained in the above capacity cost recovery factors are hereby authorized subject to final true-up, and further subject to proof of the reasonableness and prudence of the expenditures upon which the amounts are based.


By ORDER of the Florida Public Service Commission, this 6th day of April, 1995.






/s/ Blanca S. Bayó             





BLANCA S. BAYÓ, Director






Division of Records and Reporting






This is a facsimile copy.  A signed copy of the order may be obtained by calling 1-904-488-8371.

( S E A L )

MCB/LW


NOTICE OF FURTHER PROCEEDINGS OR JUDICIAL REVIEW

The Florida Public Service Commission is required by Section 120.59(4), Florida Statutes, to notify parties of any administrative hearing or judicial review of Commission orders that is available under Sections 120.57 or 120.68, Florida Statutes, as well as the procedures and time limits that apply.  This notice should not be construed to mean all requests for an administrative hearing or judicial review will be granted or result in the relief sought.


Any party adversely affected by the Commission's final action in this matter may request:  1) reconsideration of the decision by filing 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 Rule 25-22.060, Florida Administrative Code; or 2) judicial review by the Florida Supreme Court in the case of an electric, gas or telephone utility or the First District Court of Appeal in the case of a water or sewer utility by filing a notice of appeal with the Director, Division of Records and Reporting and filing a copy of the notice of appeal and the 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 appeal must be in the form specified in Rule 9.900 (a), Florida Rules of Appellate Procedure.

