
BEFORE THE FLORlDA PUBLIC SERVICE COMMISSION 

In re: Review of replacement fuel costs DOCKET NO. 090505-EI 
associated with the February 26, 2008 outage ORDER NO. PSC-lO-OIII-FOF-EI 
on Florida Power & Light's electrical s stem. ISSUED: February 25, 2010 

The following Commissioners participated in the disposition of this matter: 

NANCY ARGENZIANO, Chairman 

LISA POLAK EDGAR 


NATHAN A. SKOP 

DAVID E. KLEMENT 


BEN A. "STEVE" STEVENS III 


ORDER APPROVING PROPOSED STIPULATION OF ISSUE 

BY THE COMMISSION: 

On February 26, 2008, a fault occurred at Florida Power & Light Company's (FPL or 
Company) Flagami substation. The fault created conditions on the transmission grid that caused 
three of FPL's fossil-fueled generating units and FPL's Turkey Point Nuclear Units 3 and 4 to 
trip offline. The fault and tripping of generators is referred to herein as the "February 26, 2008, 
outage." 

As a result of the February 26, 2008, outage, FPL was required to: 1) operate several less 
efficient and costlier peaking units, 2) replace nuclear-fueled generation with more costly gas
fired generation, and 3) purchase power at a cost greater than the Company's marginal cost of 
power production. 

In the 2008 fuel and purchased power cost recovery proceeding (Docket No. 080001-EI), 
the replacement power costs attributable to the February 26, 2008, outage were included as part 
ofFPL's approved fuel cost recovery factor. The following issue, identified as Issue 2C in the 
2009 fuel and purchased power cost recovery proceeding (Docket No. 090001-EI), was raised to 
address the potential refund of replacement power costs associated with the February 26, 2008, 
outage: 

With respect to the February 26, 2008 outages, should FPL or its customers be 
responsible for replacement power costs associated with the outages? 

By agreement of FPL and the Office of Public Counsel (OPC), consideration of this issue was 
deferred to the 2010 fuel and purchased power cost recovery proceeding (Docket No. 100001-EI) 
to allow completion of a Federal Energy Regulatory Commission (FERC) investigation into the 
causes of the February 26, 2008, outage. FPL and FERC reached an agreement closing the 
investigation on October 8,2009. 
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On October 30, 2009, the Prehearing Officer in Docket No. 090001-EI issued Order No. 
PSC-09-0723-PHO-EI, which directed the following: 

Issue 2C shall be spun-out and addressed in a separate proceeding as early as 
practicable in [the] 2010 calendar year. In addition, FPL shall comply with all 
outstanding discovery requests served by OPC and Staff related to this issue 
within 30-days of October 20,2009. 

Docket No. 090505-EI was established to satisfy the requirements of Order No. PSC-09-0723
PHO-EI. OPC, the Attorney General (AG), and the Florida Industrial Power Users Group 
(FIPUG) have intervened in Docket No. 090505-EI. 

On December 16, 2009, FPL filed a Proposed Resolution of Issues, Attachment 1 to this 
order. The Proposed Resolution of Issues, also signed by OPC, and AG, and agreed to by 
FIPUG, seeks our approval of a resolution agreeing that FPL should bear the cost of replacement 
power attributable to the February 26, 2008, outage.! 

On December 17, 2009, an informal preliminary issue identification meeting involving 
our staff, FPL, OPC, and the AG was held. All parties involved verbally identified the following 
issues for deliberation in this docket: 

1. Should FPL credit to customers the replacement power costs attributable to the 
February 26, 2008 outage? 

2. How should the replacement power costs attributable to the February 26, 2008 
outage be measured, and what is the amount of such costs? 

3. What is the appropriate method to credit customers for the replacement power 
costs determined pursuant to Issue 2? 

In past proceedings we have determined the refunding or crediting responsibilities, such as those 
discussed in the first issue listed above, based upon a prudence review. By approving the 
parties' Proposed Resolution of Issues, the first issue listed is moot. 

This order addresses the Proposed Resolution of Issues and is not a determination 
regarding prudence with respect to FPL's actions relative to the February 26,2008, outage. We 
have jurisdiction pursuant to Section 366.06, F.S. 

By the Proposed Resolution of Issues, FPL and the intervening parties agreed that FPL 
will be responsible for the cost of the replacement power attributable to the February 26, 2008, 
outage. While the Proposed Resolution of Issues acknowledged that FPL will pay for 
replacement power costs, it does not admit imprudence or improper actions on FPL's part. The 
language found in paragraph l.a. of the Proposed Resolution of Issues would not preclude further 
actions against FPL arising from the February 26, 2008, outage in another administrative or 
judicial forum. 

I The February 26, 2008, outage is referred to as the Flagami Transmission Event in Attachment 1. 
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FPL and the parties agreed that, once the agreement is approved by us, then the 
remaining issues for decision are how much FPL must repay and how that repayment will be 
refunded to customers. 

We find that approving the attached Proposed Resolution of Issues is appropriate as it 
promotes administrative efficiency. Therefore, we approve the Proposed Resolution of Issues. 
As discussed above, approval of the Proposed Resolution of Issues will resolve the matter of the 
first issue listed and will obviate the need for us to make a prudence determination. 

Based on the foregoing, it is 

ORDERED by the Florida Public Service Commission that the Proposed Resolution of 
Issues found in Attachment 1 is hereby approved. It is further 

ORDERED that this docket shall remain open to determine the remaining issues in this 
case. 

By ORDER ofthe Florida Public Service Commission this 25th day of February, 2010. 

ANN COLE 
Commission Clerk 

(SEAL) 

LCB 
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NOTICE OF FURTHER PROCEEDINGS OR JUDICIAL REVIEW 

The Florida Public Service Commission is required by Section 120.S69(1), Florida 
Statutes, to notify parties of any administrative hearing or judicial review of Commission orders 
that is available under Sections 120.S7 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 Office of 
Commission Clerk, 2S40 Shumard Oak Boulevard, Tallahassee, Florida 32399-08S0, within 
fifteen (1S) days of the issuance of this order in the form prescribed by Rule 2S-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 ofAppeal in the case of a water andlor 
wastewater utility by filing a notice of appeal with the Office of Commission Clerk, 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 ofAppellate Procedure. 
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, 	 , ' 

'PROPOSED RESOLUTION OF ISSU)1JS,("PlU",) 
, :D.9C~'NQ; 0905fj5~El 

" DECEMBER4.2IJ.QlI 

Baekm;o'l!lid: 

On F;ebf.Uary '29.•.200~.a fault ooc1.llTed :at :FPL~s Fillgami subsUstion, in COnhe9tjon with 
~ubleshootirig a Switch tiSed fl)C9Jjn,ect a sbun~ in~llctqr t,G, FfL's trllQlilI).\~i!?D,system,~ , 
Th~ (auU cre(te4, conditi,QIiJ tha~ among' othei things" ,'l8llSed three 'fOssil·fUeled': 
geIierlIi;ing 'uulis, ancl'T.urlciy ,Pomt Nuclear UnitS 3 and -4 to triP QtDmc, vt-biCilill'how : 
,they are.designed, to; '~W, in '1Ii!cll, a $il\.qlt!o!'l:. 'n!i~ ~ell~.i;s 'Il!r~ 'Ip I\~n as the : 
"Flapmi r~~jsSi9nEve!\ir " 

,'Fhe.F~lI;erllt~ R,egu,latQ1J' Co~sion (''E'IiR.c"j and the.North American' Electric 
Reliability CounclJ 'C'NERC~') conducted investigationS of .the' ',Fl(Ipmi TlWlSll;li~jon , 
EVWt. Q!l ~ 8. ~o.o9, ,.fp.L agtced wi!h FER;C and NBRCtu:se.ttlc ~liim!l·!hat'F.PL . 
allegedly ,viqlated ceriain FERC and NER.c 'frans"rnIssiiin-teli.bIlity. StaildliilW; A# pari Qf:' 

!he settlertlent ~~t, ~C' does ~t ooncll!de. i¥ FJ>t. ¥.~olatA:;(r any' reliability 
s~ or la~ and PPL,dQeS noudmitll.llY violations o'i',liability in conn~lion"ii!iIthe outage, ' - ., 	 ," ' 

Dgektt ,09.000,hEI coJitainea tbe.followi~ i!§Ue: "W.ilh,~spect to the ~.b}1.lilly:26~j008 • 
outag~. Sho~td El'{;. ;Qr Its ~~tOI!l~ be resPoJ)Sibfc: f~r repJac~t, pOwer costs: 
assoei~ ~i!l<9,te ~ljlAges1l" This docket was opened.in'No~ 2Q0910 IiId9~:;S~ 
:iSsue'bj·i~lt. 'In.jigJ# of'F.pi:..'~ 'ageement' herein to Pel\f'~ coskofreplacement'po.w.~ 
attributable'tq tl)c;'Flagauii Transmission Event, FPL propo.;es'lI.ll'd tM otb~r plirtiesto !his 
PRJ ~e'!Iia1 the scope of. thi~· d~ shouJ!! now ~, ii~~te4 to determiningtbe" 
.aPProP1iate'~~ure·~~'~epllilcementpower costs. ' 

Components'ptthe flU 

FP'L wma~ the t;:olJll!lissioo.to approve tbe fOllowing, and th'b OUIerpatties-:t~ !his P.RI . 
agree to'SilppOif;FPL's;Jeq~t: 

J. 	 .FPL :agrees ,to,'pear, !he wst Q[replm;(:mentpower ,lI,ttri\1utable \9' -!he Aagami 
Tr!lllsmission'Eyent; providec!-, however. thai: . . 

• Ii.. FJ?I. 99\1S not a8ll1lt'imprudence or ~ny other impropef action or -failure' 
with· regard to the Fla,gami 'XtanSTDiliSiop, Ev.cnr an.d res.erve& ail cif its: 
Hgjilsand defense, wi~b 'respect to the plJ'W;ietY of its- actions in 
conneciio~ with,!he FJllpmi Transmission Event; ana ' 

b. 	 the: i\pmopriat&<tnel!Sure or repl!!OOll1ent power costs: that are attributable.to 
. the Flagami Transmiliiiion Even",'retna/illI,an, issue to bd determined 'by.!he' 

Cpmroissil>n iJl~is,doctet. 

,> r 

http:t;:olJll!lissioo.to
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~--------------------,--------- '. 

2. 	 AIl parties to this PRJ ari(i Staff' 'fnay each .take 'any positi!>D. that· it wishes' 
conc!:riJing tlfeproper 11I~9f. rep[IICWlent poWer ·Cpsts. ·if ai'!Y. tll,at fPL . .' 
should refund to customers8s it res1ilt 'of the F1agami -TranSmiSsion EYent.. 
Testi\l1ony ab~ di$cQ'Veti·~~ be,l1,mited t..o '~e .1~Ul:'of:tl!e 8i>prOpriat~'mejlsute -Of ' 

, replacement,JlQwet costs. 

3, 	 Tl)Js PRns (I:(;me.;tit;ne·J;t$pon~'tQ~1Ill ex1;l:ap~iharysi~t:ion. All ofthe parties to . 
this' PR:(acJ.;nowl~g~. :andthe Commijs~6n fin$, tliat ilpp[ovai of Ws.PRI w.il,· 
~lisli: nQ,p~dtm.t yii~'J1!Spec"'t9BJ;1Y ,mattepesolveq b~rein, ' 

4'. 	 :rliisp!4 may be ·execute4 j,i1CQ'unterp~.a;nd. aU suen C;Qunt~~ ~)lI 
c.o~t~ ol}ti-'in$umentblnding 'on the signatories, notwithstandi'lg. tliat an.. 
parties may'not be s,griatones io the .oiigltiaI or the 'same counterpart; Facsil1lll.e· 
tJ:a/ISI'i!issioll of an exe(:Ute.d 'l;Qpy: ox thi~· ';P~ .':will be' accepted ·as· e.viQence· ph" 

" party!s.executii>n of the PRL 	 ' . 

Agreed.and ,8ceeptedon' behalfof:' 

()ffj.ce'of..Public Counsel F.lorida:Power &.I;ight CompanY 
c/o The.Fl6rida;Legisialu'te 1QP·UiU:v.erse BouJ~viirii 
1.11 W. M\ldi~n Street, R9:Oln'8.1;~ Juno Beac~; FL 3-3408 
Tlillabassee,.FL.3239.9-1400 

'Office of.the A~0.mey Ge!l~rnl .... 

The Capitol - 'PLOI . 
Tall.~ssee. FL n399-1j).SQ 
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