
. . • • 
FLORIDA POBLIC SBRVICB COMMISSION 

capital Circle Office Center e 2540 Shumard oak Boulevard 
Tallahassee, Plorida 32399·085REC E\VED 

tt II ~ g B A li 12 .12 M APR J ~ '998 
April 16, 1998 /F<8""""11R~ FPSC·R......,.v 

TO: DIRBCTOR, DIVISION OP RBOORDS AND RBPORTINO (BAYO) 

PROM: DIVISION OP ELBCTR.IC " GAS (80-n , _ ~! BI\SS%t 
~ :s~ ~o;:;,v-~~ )~ ~RD, 0G\)l~- L1 p 
~- DIVISION OP L8GAL SBRVICBS (P~ , C. ICBATINO)j,t)c. \""\ t; ~ I 

DIVISION OP AODITINO ~INAN~NW.YSIS (MAOREY, pC ljT 
MBRTA, R£VRlil1n C. ROICI • ROMIG, SIC'ItBL, STALLCUP, / 
VANDIVmi) · - rr- ... o.r 

RB: DOCltBT NO . 980269-PO CONSTDBRATION OP CHJ\NOB I N 
PR.BIQOBNCY MD TIMINO OP HBARINGS POR PtJBL AM'D PURCHASED 
POWBR COST RBOOVBRY CU.OSB, CAPACITY COST R.BCOVE.RY 
CLI\OSB, GBNBRATI:NO PBRI'OJUCANCB lNCBNTIVB PACTOR, BNBROY 
CONSERVATION COST RBCOVBRY CU.OSB, PORCUASBD GAS 
1\DJUSTKBNT (~) TRUB· UP, .liND BNVIRONHBNTI\L COST R.Bc:ovERY 

CLAOSB. 

AGENDA: 04/28/98 - RBGULAR AGBNDA - PROPOSBD AGBNCY ACTION -
INTBRBSTBD PBRSONS MAY PARTICIPATB 

CRITICAL DATES : 

SPECIAL INSTROCTYONS: S:\PSC\BAO\WP\980269PO.RCM 
Attachments not included in electronic submitted version 

CMB BAQ{GROONI> 

As directed in Order No. PSC·98·0309·PHO-EI, Docket No. 
980001-EI, issued February 23, 1998 (Prehearing Order), staff 
eotablished this docket to conaider a change in the frequency and 
timing of the hearings i n Docket Noa. 980001-El , 980002-EG, 980003· 
GU, and 980007-Sl as well as the manner of implementing such a 
change. On March 17. 19!18, ataH conducted a work a hop to hear 
comments from inveator-owned electric and gaa utilitiea and other 
interested partiea regarding proposed changes to the frequency and 
timing of the four coat recovery claUJJea. The workshop was 
attended by repreaentativea from Plorida Power Corporation (Florida 
Power), Florida Power &. Light Coalpanv (FPL), Tampa Elec tric CompAny 
(TECO), Gulf Power Company (Gulf), Florida Public Utilitiea Company 
(FPUC). Peoples Gaa Syatem (Peoplea Gas), Central Florida Gas 
la/k/a Florida Division of Chesapeake Utiliti~~PQrporatioo), ~ity 
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Gas Company of Florida (City Gas). the Legal Environment al 
Assistance Foundation (LEAF). the Office of the Public counoel 
(Public C<lunael), and the Florid• Industrilll Power Users Group 
(FIPUG) . The partic ipan:s were asked to provide written comments 
to issues addressed during the workshop. 

DISCQSSION OF ISSQBS 

ISSQB 1: Should the Commission approve a change in the frequenc y 
of the Puel and Purchllaed Power Cost Recovery Clause hearings from 
a semiannual to •n •nnual basis? 

RBCOMMBNDATXQR; Yea. Tho Commission should llpprove a change in 
the frequency of the Puel •nd Purchased Power Cost Recovery Clause 
hearings to an annual basis. 

STAPP AftALXSIS: The Fuel •nd Purch.aoed Power Cost Reco~·ery Clouse 
(fuel clause) has throe main components: the fuel •nd purchased 
power cost recovery factor; t:he gener•t:ion performance incent:ive 
factor: and the c•pacity coat recovery factor . These three factors 
are calculated and set on a six -month projected basis wit:h the 
following e.xceptiona. First, the CommissiQn •pproved Gulf Power • s 
request for a t welve-month projection period for its c•pacity coot 
recovery factor in Order No. PSC· 95·1089·FOF· BI, lsaued September 
5, 1995. Second, t:he Commission approved FPL' a requests for a 
twelve -month project:ion period for its capacity cost recovery 
fact:or and ita generllt:ion performance incent:ive fact:or in Order No . 
PSC-96-1172-POP-EI, iaaued September 19, 1996 . 

I . RRABONS POR PROPOSBD CHANOB 

The Commission should approve a change in the frequency of the 
fuel clause hearings to an annual basis for t:he following reaoons . 
First, an annual fuel hearing would reduce the number of hearing 
days per year reserved tor t:he fuel c lause. FPL, Florida Power, 
and Gulf agree t:hat: an anr.ual fuel clause hearing would allow the 
Commission and the parties to uoe their time and monetary resources 
more efficiently. The Commission and the part:ies would gain a 
degree of administrative efficiency by saving the coots associated 
with an additional hearing (travel, legal, administrative, et:c). 

Second, midcourae corrections may occur less frequent:ly . In 
Order No. PSC-93-0840-POF-BI, iaoued June 7, 1993, the Commiaeion 
stated that the •volatility of fuel pricea may cauee more midcourae 
corrections over a year period, and therefore the chango to annual 
hearings could provo to be more, rather than leas. coot:ly.~ 

However, ataff note11 that fuel prices are currently leas volatile 
and a higher probability exists that monthly over- recoveries and 
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under-recoveries wi!l be offset between annual fuel clause 
hearings. Hence, midcouree corrections may occur lese frequently 
than previously surmised . Florida Power, PPL, FPUC, and Gulf 
indicate that during the last ten year period they may have 
requested fewer midcourae corrections for factors 3pproved on an 
annual basis. 

Third, an annual factor w-ould provide cuatoll'~ra with more 
certain and stable prices. Florida Power, PPL, and Gulf indicate 
that industrial and commercial customerc prefer more stable 
electricity prices. PPL and Gulf further indicate that residential 
customers would prefer the simplicity of one fuel factor for an 
entire year. CUrrently, the fuel clause factor changes every six 
months in April and Octo.ber. The proposed change would allow the 
fuel clause factor to remain unchanged for twelve months. 
Therefore, ratepayers could plan with greater certainty their level 
of expenditures for electricity during a given twelve month period. 

II . PARTIBS' OJN4BN I'S 

Six parties filed c0111111enta relative to this issue. FPL, 
Florida Power, Gulf, PPUC, and TECO support the proposed change to 
an annual fuel clause hearing. However, PIPUG opposes the proposed 
change , ond expreasod eleven concel;'Tla with it. Moat of these 
issues, if implemented, would represent major, substantive changes 
to the fuel clause rather than procedural changes. Staff believes 
these issues are beyond the ecope of thie docket. These issues are 
more appropriate for considerat ion in the generic fuel clause 
docket. 

However, staff believes that PIPUO raised three concerns that 
should be addressed in this docket. Pirst, PIPUG maintains that 
•(rlatcs set using long range forecasts will violate Florida law.• 
FIPUG cites Citizens of Florida y. Hawkins, 356 So.2d 254 (Fla. 
1978) where the •Florida Supreme Court held that the Commission 
erred when it used an actual year-end rate base when setting (basel 
rates prospectively .. . • Staff does not believe that the rationale 
of Citizeng can be applied to the Commission• o coot recovery 
proceedingo. When setting base rates prospectively, the Commission 
essentially takes a •onapahot• of the utility's projected rate baoc 
and income statement at a given point in time, and seta the base 
rates necessary to recover the utility's revenue requirements. Any 
forecasting errors that occur wben that •snapshot" io taken will be 
carried forward, without any true-up mechanism, and will accrue to 
the benefactor of the forecasting error. Por the instant fuel coot 
recovery propoaed procedural change, the Commission would require 
a utility to project ito fuel coate up to 15 monthe into the 
future. However, the fuel clause has a true -up mechanism which 
allows tho utility and its rate?ayers to be •made whole• when on 
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over-recovery or under-recovery occurs. The true-up mechanism, in 
conjuction wich l:he fuel clause's annual staff audi ta, ensures that 
the Commie don is in c001pliance with Section 366 . 06, Florida 
Stat:utes, which requires chat: rates be set on •actual legitimate 
cost:a.• 

Second, FIPUO at:ates that • (t) he new procedure would deny 
consumers due process.• FIPUG does not believe that adequate time 
exists to a nalyze t:he filings of 14 utili t ies, conduce discovery, 
and prepare for the hearings. FIPUG's statement has some meri t. 
Scaff has modified the proposed filing schedule to address thi o 
concern. Ale bough the COI!IIIIiaaion maintains a eight: schedule 
between the filing date for the utilities• projected coats and the 
the coat recovery hearings, t:he Commission may defer an issue or 
establish a s eparate docket to provide for more discovery and 
analysis on a complex or cont:roversial issue. Ao the Commission 
stated in Order No. 13452, issued June 22, 1984, "the burden to 
demonat:rate prudence necessarily falls on the ut:ility. When a 
utility does not: come forward to demonstrate the prudence of its 
expenditures, that: issue is still viable for this Commission t o 
detennine.• 

Third, FIPUG suggests that •(a) procedure that would allow 
inflexible fuel tac:tora ia dillcrim.l.n~to:ry and discourage& 
conservation , • FIPUO scat:es that: if a utility charges a single 
average fuel cost: factor calculated and set annually, ratepayers 
would be neither willing nor able t o respond to instantaneous fuel 
price changes. A single average fuel coat factor, FIPUG c lai ms, 
would fail co pr0010te conservation and would discri minate against 
high load factor customers. Over the course o f a year, staff 
believeo that any "missed• opporcunities for a ratepayer ~o benefit 
from lower fuel coots in period& of low demand would be offoet by 
higher fuel costa that would be necessary to match peak demand 
periodo. Moreover, ataff notes that all investor-owned el ~ctric 

utilities have optional tim1-of-use rates. 

I I I . RRLATBD ISSUBS 

As a re11ult of the proposed annual fuel hearing, several itemo 
aooociated with the fuel clause should be addreosed. Firat, all 
partieo and staff believe that the Commission should not change ito 
policy regarding midcourae corrections. This policy is arciculated 
in Order No. 13694, issued Sept:ember 20 , 1984 . As the Commission 
stated, when the utility becomes aware that ita ac tual fue l costa 
are ten percent greater than or leas than ita proj ec ted fuel coato 
duri.ng a recovery period, the utility shall advise the Commission 
through a prompt filing, If the utility failo t o advise the 
Commission, the Commiaaio.n will disallow t:he intcrP.sl: on t hat 
portion o f the under-recovery in excess of ten percent. The 
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ucilicy shall also requesc a hearing co adjusc ice fuel clause 
faccor unless che ucilicy believes chac such an adjuscmenc is 
impraccical due to the magl'itude, ciming, or both of the over­
recovery or under-recovery. In any event, any party may request a 
hearing or the Commission may order a hearing co conoider a change 
in the ucilicy•s fuel clause factor. 

Second, in Order No. 14546, issued July 8, 1965, che 
Commission escabliehed the fuel-relaced ~xpenses that can be 
properly recovered chrough the fuel clause. A utilicy must obtain 
Commission approval of these fuel -related expenses before a utility 
may recover these expenses through the fuel clause. If a utility 
seeks to recover, between hearings, fossil-fuel related coste which 
result in fuel savings and if these costs were not previously 
addressed in determining baee rates, the utility must obtain 
Commission approval before coat recovery may commence. However, the 
Commission• e approval of the fossil-fuel related coats between 
hearings may cause the utility to over-recover or under-recover by 
more than ten percent of ita projected fuel coots. If this 
occurs, a change in the utility• e fuel cla•Jse factor may be 
necessary. Florida Power believes that che decision to change the 
fuel clause factor should be made on a case-by-case basis. PPL, 
FPUC, and Gulf believe that a utility should request and the 
Commission should approve a ch~ngo in the fuel clause factor only 
when the projected costa in the interim ~etition would cause che 
utility to over-recover or under-recover by ten percent during the 
recovery period . Staff agrees with PPL, FPUC, and Gulf; however, 
che COnmiosion ahould also co.IUiider the magnitude of the coots and 
the ciming of the interim petition when deciding whether a change 
is warranted between fuel clause hearings. 

Third, staff recognizee that an adjustment to the current 
reporting schedules will be necessary to accomodate the change from 
a six-month to a twelve-month recovery period. The utiliti~s 
currently file A-Schedulee to document actual fuel coots on a 
monthly basis. Also, the utilities file E-Schedules and H­
Scheduleo as exhibits to their witnesses• teocimonies in fuel 
clause hearings to support the next recovery period's fuel clause 
factors. 

IV. CONCLOSION 

Staff recommends thac all components of the fuel clause for 
all investor-owned electric utilities be prospectively calculaced 
and sec on a cwelve-month projecced basis. Afcer reviewing che 
comments submitted by the investor-owned electric utilities and 
PIPUG, staff believes that changing the frequency of the fuel 
clause hearing from a semiannual to an annual basis is in the 
public interest. 
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ISSQB 2: Should the Commission approve a change in the 
frequency of ~he Environmental Coat Recovery Clause IBCRCI hearings 
for Tampa Electric Company from a semiannual to an annual basis? 

!U!COti1BNDATION: Yes . The Commission should approve a change in 
the frequency of the Environmental Cost Recovery Clause (ECRC) 
hearings for Tampa Electric Company to an annual basis. 

SIAfP ANALYSIS: Section 366.8255, Florida Statutes, which 
establishes an environmental coat recovery clause (ECRC) . This 
statute authorizes the Commission to allow recovery of prudent ly 
incurred environmental compliance costs through the environmental 
cost recovery factor. According to the statute, this factor •must 
be set periodically, but at least annually.• 

I n Order No. PSC-96-1171-FOP-EI, issued Septerr~r 18, 1996, 
the Commission f ound that the ECR~ should be changed from a oix ­
month coat recovery period to an annual cost recovery period with 
respect to PPL and Gulf. One month earlier, i~ Order No. PSC-96 -
1048-POP-EI, issued August 14, 199G, TECO's initial ECKC factors 
were approved by the Commission. These factors were set for a oix­
month period with the understanding that the Commission may 
consider a change to an annual cost recovery period for TECO after 
it gained experience with the BCRC. 

Staff believes that TECO has now had sufficient experience 
with the BCRC to justify a change to annual cost recovery period. 
In addition, much of the rationale stated in Issue 1 for annual 
cost recovery periods applies to the BCRC. An annual ECRC hearing 
would reduce the number of hearing uays per year reserved for the 
ECRC and would allow for increased administrative efficiency for 
the parties as well as the Coamisaion. Also, customers could more 
easily project electricity costs because the ECRC factor would 
remain unchanged for a twelve-month period. 

TECO supports the rroposed change f-=r the ECRC recovery 
periods. PIPOO, however. believes that the Cocr.mission should 
establish a new docket to decide this issue. Staf f disagrees. 
This docket ~as established in part to decide this issue. 
Moreover, the Commiaion did not find it necessary to establish a 
separate docket when deciding this issue with respect to FPL and 
Gulf. It was accomplished within the scope of the annual ECRC 
dO<"ket. Staff believes the material support for establishing 
annual cost recovery periods in the ECRC for TSCO is substantially 
the same as it was in the Commiesion's decision for FPL and Oulf. 
Therefore, ataft believes that no additional information io 
required to make the determination in this case. 
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Neither Florida Power nor PPUC have petitioned the Commiesion 
for recovery o f environmental compliance costs through the ECRC. 
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ISSQB 3: Should tho Commh81on approve a change co 
calculat.e the factor fJ>r the FUel and PUrchased Power Cost Recovery 
Clause on a calendar yedr bas is? 

BBCOMMKHDATIQN: Yes. The Commission should approve a change to 
calculate the factor for the Fuel and Purchased Power Cost Recovery 
Clause on a calendar year basis that. commences each January and 
concludes t.he following December, beginning in 1999, pursuant. co 
the transition schedule attached as At.tachment A. 

STAPP ~SIS: For tho followi ng reasons, tho Commission should 
approve a chango to calculate tho factor for the Fuel and Purchased 
Power Coat Recovery Clause (fuel clause) on a ca lendar year basJs 
chat commences each Janua ry and concludes the following December, 
beginning i n 1999. 

Firat, an annual factor for the fue l clause set on a calendar 
year basis would result in one charge for fuel coats set. in place 
for a one year period from January through December. With the 
exception of TEOO, utilities have i ndicated that an annual fuel 
clause factor calculated on a ca lendar year basis would coincide 
wir:h moot COillllll.r<:ial and indWitrial cuatomen ' budget periods. AlJ 

stated by FPL, the proposed change would provide ratepayers greater 
certainty about electr icity costa due to a more stable, predictable 
twelve month charge for fuel. currently, ratepayers may experience 
three different charges for fuel within a calendar year . If the 
Commission adopted an annual fact.or based on a non-calendar year, 
ratepayers would still experience t wo different charges fur fuel 
wit.hin a calendar year . 

Second, if the fuel cost factor is based on a calendar year, 
an interested party could more easily analyze fuel cost 
information. CUrrently, one must extract theae data from t.hree 
recovery periods to calculate fuel costs for a calendar year. 
Under tho proposed change, one would only need to extract. data from 
one twelve-month recovery period co calculate fuel costs on a 
calendar year basis. Also, maintaining fuel cost. informacion on a 
calendar year basis is consis tent. wic.h t.ho manner in which most 
data are accumulated and report.ed co the Federal Energy Regulatory 
Commission, the Department of Bnergy, and other public age.lcies . 

Th1rd, an annual, calendar year factor wil l simplify staff 
audits. Staff currently audita each inveator-owned electric 
utilic.y•s fuel expenses from April through the following March. 
Therefore, staff mus t access information from the utilities' 
general ledger and BOP tapas from two calendar years co complete 
each year• s audit. lUI illustrated in AttachmonL II, the audit 
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period for the fuel clause wi ll commence in January and conclude 
the followinq December. Thuo, staff will only be required to 
access the utilitiea• general ledger and EOP tapes from one 
calendar year. 

Fourth, an annual, calendar year factor will allow for greater 
administrative efficiencies. With Commission approval of staff's 
recommendations in Issues 1 a.nd 2, the length of the recovery 
period for all components of all coat recovery clauses for all 
investor-owned electric and gas util~ties will be twelve months. 
As staff expressed in Issues 1 and 2, the Commission and the 
parties will gain greater administrative efficiencies if lhe 
frequency of the hearings for the fuel clauee Co r the i nvestor­
owned electric utilitiee and the ECRC for TECO io changed from a 
semiannual to an annual baeis. These administrative efficiencies 
can not currently occur1 however, since the timing of the recovery 
periods differs among the four coot recovery clauses. Changing 
each recovery period to an annual, calendar year basis will allow 
these efficiencies to be gained. 

Six parties filed comments relative to this iss•.:e. FPL, 
Florida Power, Gulf, and PPUC support staff's proposed change. 
TECO opposes the proposed change to a calendar year recovery 
period. TECO states that an April through March period coincides 
very effectively with ita budgeting process for fuel costs that are 
recovered through the fuel clause. Moreover, no compelling reason, 
TECO asserts, exists to implement a calendar year coat recovery 
schedule as opposed to en annual cost recovery period of April 
through March. In response, staff notes that components of PPL'o 
and Gulf's fuel clause factors (capacity coat recovery anrl GPIF for 
PPL and capacity cost recovery for Gulf) currently have an annual 
recovery period which commences in October and concludes the 
following September. Therefore. the beet alternative to a calendar 
year recovery period for the fuel clause would be an October 
through September recovery period, not an April througio March 
recovery period as TECO has proposed . 

PIPUG neither supports nor opposes a calendar y~ar recovery 
period , but states that the Commission should recognize seasonal 
cost differentials when calculating che fuel clause factor or 
calculate the fuel clause factor based upon historic costs. Staff 
believes that FIPUG'o proposed changes fall outside the ocope of 
this docket as set forth in the Prehearing Order. PIPUG may raise 
this issue in a more appropriate forum ouch as Docket llo. 980001-EI 
or a separate docket. 

Although TECO' s and PIPOO' e comments have some merit in 
isolation, staff believes that the long term benefits to all 
parcieo in the four cost recovery clauses outweigh the one-tlrne 
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cransicion costs necessary to achieve the desired adminiscrative 
e f ficiencies as expressed i n Issue l and 2. Staff will coordinate 
wit h the investor-owned electrir. utiliciea to mitigate the one-time 
transition impacts for the fuel ~lauae. 
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ISSQB t ; Should 
calculate the factor for 
a calendar year basis? 

• 
the Commission approve a change to 

the Environmental Coat Recovery Clause on 

R&COMMBNQATIQN; Yea. The Commission should approve a change to 
calculate the factor for the Environmental Coot Recovery clause on 
a calendar year basis that commences eacP January and concludes the 
following December, beginning in 1999, pursuant to the trans ition 
schedules attached as Attachments B and c. 

st&PP ARALXSIS; Baaed on the analysis in Issue 3, staff 
recommends that the Commission approve a change to calculate t!..: 
ECRC factors on a calendar year basis that commences in January and 
concludes the following December, beginning in 1999. As stated by 
FPL and Gulf, an BCRC factor calculated on a calendar year bas1s 
will coincide with most ratepayers' budget periods and therefore 
provide convenience in addition to certainty of electricity coats . 
It also makes it easier for interested parties to extract and 
analyze data. Finally, reporting on a calendar year basis would be 
more consistent with how moat comparable data are reported to other 
agencies. 

With Commission approval of staff'~ recommendations in Isoueo 
l and 2, the length of the recovery period for all components of 
all coat recovery clauses, including the ECRC, for all investor­
owned electric and gas utilities will be t welve months. As staff 
expressed in Issues l and 2, the Commission and the parties will 
gain greater administrative efficiencies if the frequency of the 
fuel clause and the ECRC for TEOO io changed from a semiannual to 
an annual basis. However, these adminiotrativft efficiencies cannot 
be realized unless the timing of the recovery factors for the ECRC 
io modified to coincide with the timing of the recovery factors for 
the fuel clause. Therefore, the Commission should change the 
recovery period for the E.CRC to a calendar year baoio to allow 
these administrative efficiencies to be gained. 

Pour parties filed commence relative to this issue. FPL, 
Gulf, and PIPUG expressed support for the proposed change. 
However, PIPUG'o support was conditioned on the ECRC based upon 
historical, noc projected, coste. As expressed in Issue 1, atwff 
believes that PIPOG'a proposed change to a historical coot recovery 
mechanism falls outside the scope of this docket as expressed in 
the Prehearing Order. However, PlPUG may raise these issues in a 
more appropriate forum such as Docket No. 980007-EI or a separate 
docket. 
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Although TECO recognizes that the Commission and the parties 

can gain substantial administrative efficiencies if all cost 
recovery clause hearings are held with the same frequency and 
timing, TECO expressed opposition to recovery on a calendar year 
basis. TECO asserts that no compelling reason exists to implement 
a calendar year cost recovery schedule as opposed to an annual cost 
recovery per iod of April through March. In addition, TECO states 
that an April through March period coincides very effectively with 
its budgetin.g process for environmental costs that arc recovered 
through the BCRC . In response, staff notes that FPL and Gulf 
currently have an annual recovery period for the ECRC which 
commences i n October and concludes the following September. 
Therefore, the bes t alternative t o a calendar year recovery period 
for the ECRC would be an October through September recovery period, 
since no transition would be necessary for the participating 
utilities. 

Staff believes that the long-term benefits to al l parties in 
the four cost recovery clauses outweigh the one- time tr .. nsition 
costs necessary t o achieve the desired administrative efficiencies 
as expressed in I ssues 1 and 2. Staff will coordinate with FPL, 
Gulf, and TECO to mitigate one-time transition impacts associated 
with the change to calculating ECRC factors on a calendar year 
basis . 
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ISSQB 5: Should the Commission approve a chungc to 
calculate the factor for the Purchased Gas Adjustment (PCA) true-up 
on a calendar year basis? 

RSCOMMBNPAIION; Yes. The Commiesion should approve a change to 
calculate the factor for the Purchased Gas Adjuetment (POA) true-up 
on a calendar year basis that commences each Ja~uary and concludes 
the following December, beginning in 1999, pursuant to the 
transition schedule attached as Attachment D. 

STAff ANALYSIS: On May 10, 1993, the Commission iseued Order No. 
PSC-93-0708-POF-GC which changed the frequency o f the Purchased 
Gao Adjustment ( POA) true -up hearings from semiannual to annual. 
This order also directed the investor-owned ga• utilitiee to 
calculate their annual PGA true-up factors on a non-calendar year 
basis (April through Karch o f the following year). Based on the 
analysis in Issue 3, ataff recommends that the Commiesion approve 
a change to calculate the factor for the POA true-up on a calendar 
year basis that commence• each January and concludes the following 
December. 

As expressed in Iaauea 1 and 2, the recovery period for the 
fuel c lause for ' the investor-owned electric utilities and the 
environmental cost recovery clause for TECO should be changed to 
use the Commiesi on•e and the partiee• time and monetary resourcea 
more efficiently. CUrrently. the Commission sets the PGA true-up 
factors for i nvestor-owned gu utilities to be recovered from April 
through March of the following year. Unleee the timing of the 
recovery period for the POA true-up is modified to coincide with 
the fuel clauae, the Commiaeion and the parties will not achieve 
the eff iciencies described above. 

Three investor-owned gas utilities s~itted comments about 
the proposed c hange . FPOC supports the proposed change Cor two 
reasons. First, FPUC currently projects information relevant to 
the PGA true-up during ita internal budget process on a calendar 
year baais. The new recovery period would coincide with FPUC's 
internal budgeting period. Second. FPUC experiences greater 
volatility in gas prices and sales at the immediate end of t he 
current April through Ha.r oh recovery period. The proposed changes 
would bisect thie volatile period. 

Peoples Gas and Central Florida Gas do not support the 
propoaed change. Absent some compelling reaaon, Central Florida 
Gaa and Peoples Oaa do not foreeee any benetite or advantage• of 
the proposed change that would o lfeet the time and expenoe involved 
in making the transition. Central Florida 048 believ~• a change in 
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the POA true-up in the mjddle of the winter season may send mixed 
price signals 1.0 its customers. However, Peoples Oas states a 
customer who io most price sensitive likely purchaoes natural gas 
from a third party supplier and transports the natural gas over ito 
LDC'o distribution system. This customer would be unaffected by 
PGA true-up changes. Also, the PGA true-up is set as a cap with a 
monthly flex down provision1 thus, the recovery period over which 
the cap applies io relatively insignificant. 

central Florida Gas' and Peoples Gas• s:atemento do have some 
merit in isolation. However, staff believes tha long-term benefits 
to all parties in the four cost recovery clauses outweigh the one­
time transition costa necessary to achieve the desired 
administrative efficiencies as expressed in Issues 1 and 2. Staff 
will coordinate with each investor-owned gas utility to mitigate 
the one-time transition impacts. 
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ISSQB 6; Should the Commission approve 
calculate the factor for the Energy Conservation 
(ECCR) Clause on a calendar year basis? 

a change to 
Coat Recovery 

BBCOMMBNPATIQN: Yea. The Commission should approve a chang- to 
calculate the factor for the energy Conservation Cost Recovery 
(ECCR) Clause on a calendar year basia that commences each January 
and concludes the following December, beginning in 2000, pursuant 
to the transition schedule attached as Attachment E. The 
Commission should initiate rulemalting to amend Rule 25-17 .015, 

Florida Administrative Code, to implement thia change. 

STAPP ANALYSIS : Purauant to Rule 25·17.015, Florida Adminis trative 
Code, the Commission ia required to conduct a hearing in the firot 
quarter of each year to calculate an energy conservation coat 
recovery (ECCR) factor for investor-owned electric and gas 
utilitiea on a non-calendar year that comawmcea in April and 
concludea the following March . Baaed on the analysis in Issue 3, 
staff recommends that the COtlltlliaaion initiate rulemalting to amend 
Rule 25-17.015, Florida Administrative Code, to allow fac~ors for 
the ECCR clause to be calculated on a calendar year basis that 
commencea each January and concludes the following December. 

As expressed in Ioouea 1 and 2, the recovery period for the 
fuel clause for all inveator-owned electric utilities and the ECRC 
for TEOO should be changed to use the Commission's and the parties' 
time and monetary resources more efficiently. Currently, the 
Commission acto ECCR factors for investor-owned electric and gao 
utilities to be recovered from April through March of the following 
year. Unless the timing of tho recovery period for the ECCR factor 
is modified to coincide with the fuel clause, the Commission and 
the parties will not achieve the efficiencies described above. 

Six parties filed comments relative to Issue 6. Gulf, FPUC, 
and FIPUG expressed support for the proposed change. However, 
FIPUG' s support was conditioned on an ECCR factor baaed upon 
historical, not projected, coats. Ao stated above, staff believes 
that FIPUO'a proposed change to a historical coat recovery 
mechanism falls outaide the scope of thio docket ao expreosed in 
the Prehearing Order. However, PIPUO may raise this issue in a 
more appropriate forum such as Docket No. 980002·£0 or a separate 
docket. 

T£00 oppoaea the propoaed change. TECO otatca that on April 
through March period coincides very effectively with its budgeting 
process for ita energy conservation costo that are recovered 
through the ECCR clauee. Mor...ovcr, no compelling reason, TEOO 
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states, existe to implement a calendar year cost recovery Pchedule 
as opposed to an annual cost recovery period of April through 
March. 

People• Gas and Central Florida Gas also oppose the proposed 
change, but !or slightly different reasons. Doth agree that the 
time and expense involved in making the transition would not offset 
the benefit• of a calendar year recovery period. Central Florida 
Gas states that a calendar year recovery period would not •mirror• 
the seasonality of the natural gas indus~ry as the April through 
March recovery period does. Peoples Gas claims that a calendar 
year recovery period may increase the systemic forecasting error 
present in the projected energy conservation coeto . 

TECO's, Central Florida Gas•, and Peoples Gas• statements do 
have some merit in isolation. However, staff believes that the 
lon~-term benefits to all parties in ~he four cost recovery clauses 
outweigh the one-time transit ion coots necessary to achieve the 
desired administrative efficiencies addressed in Iseue 3. Staff 
will coordinate with each investor-owned electric and gao utility 
to mitigate the one-time transition impacts. 
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ISSUE 7: Should this docket be closed? 

&B~IQN: Yes . If no person whose substantia l interests are 
affected by the Commission's proposed agency action filAs a protest 
within 21 days of the order, this docket should be closed. 

8TAFP AN:ALXSIS : If no person whose substantial interests are 
affected by the Comniosion•s proposed agency action files a request 
for hearing wi t hin 21 days of the order, :to further action will be 
required and this docket should be closed. 

- 17 -



Attachment A 

• 

-19-



Attachment B 

. . . • 
s 

I .§ 

lliiU I i 
.ln11

i 

-1 9- _ _ __ _ 



[ .. Attachment C • 

. 

~~-.II u 

j 
-g ,!U!it iiJ! "" 

~~ 
< 

~~ i£n: 
... 

~~~ ~ 'i! ~Cl I ... ~H 
-20-



• 

a 

t~·itH 
~~li~n 
I ~ I l 

-21-

h Cnt D Attac m • 



I • . . • 
,----

1 8 

~~l!iU 
l J! 

- 22-

Attachment E 

• 


	12-22 No. - 7180
	12-22 No. - 7181
	12-22 No. - 7182
	12-22 No. - 7183
	12-22 No. - 7184
	12-22 No. - 7185
	12-22 No. - 7186
	12-22 No. - 7187
	12-22 No. - 7188
	12-22 No. - 7189
	12-22 No. - 7190
	12-22 No. - 7191
	12-22 No. - 7192
	12-22 No. - 7193
	12-22 No. - 7194
	12-22 No. - 7195
	12-22 No. - 7196
	12-22 No. - 7197
	12-22 No. - 7198
	12-22 No. - 7199
	12-22 No. - 7200
	12-22 No. - 7201



