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Oil Backout Rul(l AdoptiOD aDd 4 oauat 

A. Oil Backout Rule: 25-17.016 F.A.C. 

B. Order ProposinQ Oi 1 Backout Ru e: Order No. 10363, Docket 
No. 810241, Issued November 30, 1981 

c . Order AdoptinQ Oi 1 Backout Rul6: Order No. 10554, Docket 
No. 810241, Issued January 29, 198: 

D. Order Proposing Oil Backout Rule Amendment: Order No . 
10932, Docket No. 820257-!U(RP), Isnued June 24, 1982 

E. Order Adopting Oil Backout Rule Amendment: Order No . 11180, 
Docket No . 820257-!U, Issued September 23, 1982 

F . 

PPL's Oil Backout QualificatioD 

Order Granting FIPUG Intervention: Order No. 10901, Docket 
No. 820155-EU( I N), Issued June 17, 1982 

G. Order Granting Qualification: Order No. 11217, Docket No. 
820155-EU, Issued OCtober 1, 1982 

H. Order Denying FIPUG and Public Counsel Reconsideration, 
Order No. 11537, Docket No. 820155-EU, Issued January 24, 
1983 

PPL's Initial Oil Backout Ooat Reco•err 

I. Order Authorizing Ini tiel l'PL Oi 1 Backout Cost Recovery: 
Order No. 11210 (pp. 7-11), Docket No. 820001-EU, September 
29, 1982 

Florida Supra.e Court DecisioD AffirlliD9 Cc:'J i ssion Orders 
Appro•illCJ l'PL Oil Backout Project Qualification ADd Cost 
Reco•err 

J . Citizens y. Public Seryice Commission, 448 So.2d 1024 (Fla. 
1984) 

•••••n •• 
- 1 - •••• 



r 

• 

• 

• 

K. 

L. 

1'PL Rate ca.. Ordera AMreaaiDg BaH Rate Recovery Por Oil 
aackout Project Costa 

FPL's 1982 Rate Order: Order No. 11437 (pp. 1,10,42,43), 
Docket Mo. 820097-BU(CR), Issued December 22, 1982 

FPL's 1984 Rate Order: Order 11o. 13537 (pp. 1,60), Docket 
Mo. 830465-BI, Issued July 24, 1984 

Tu Savl~~ga lbale, 'fu S..b.ga a-port rom ADd 1'PL • s 1987 
Taz SariDga Ref...S Piul Ortt.ar 

M. Commission's Taz Savings Rule . 25-14.003 P.A.C. 

N. Commission's 1987 Tax Savings Report Porm and Instructions 

o. FPL's 1987 Taz Savings Refund Pinal Order: Order No. 20659, 
Docket Ro. 880355-II, Issues January 25, 1989 

P. 

Co t aaloa Jtecorda .. latlag Yo Various l'IJIUG Alle9ations 
aDd Aq• IDta 

Transcript passages fro• prior Oil Backout proceedings 
reflecting the extent to which the parties and the 
Commission acknowledged the uncertainty in predicting oi 1 
prices. 

Q. Transcript passages reflecting the e%tent to which the 
parties and the CoaDissionera indicated that oil backout 
project qualification is based on uncertain fuel forecasts 
and, that forecasts should be conservative, but once it is 
determined that the primary purpose of a project is 
economic oil displacement and the project is qualified, 
project qualification is not to be revisited and recovery 
of the project through an Oil Backout Cost Recovery Factor 
is to continue even if projections p~ove to be incorrect. 

R . Transcript passages from prior Coiii'Dission proceedings 
reflecting FIPUG • s and Public Counsel's prior attempt to 
establish that the primary purpose of FPl' s Oi 1 Backout 
Project is economic oil displacement and that FPL was 
re~ognizing improper Project benefits in its economic 
a~alysis of the P oject. 

s . Transcript passages from prior Col'IIDission proceedings 
r ef lecting FIPUG 's position that recovery of Oi 1 Backout 
Project Costs and Coal By Wire Costs on an energy basis 
(¢/kWh basis) is unfair and inappropriate . 
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V. 12, p. '" 

/.~1-41. A...,.,_ I!· It~. ,,~, 1~11 14. 
A_,...J.J1 .... 

15-11.016 Oil-lackowe c- ~ 
Factof. 

( I ) OrftnuiOftS. F.-ttw purpow ul thttl'\l~.tJw 
followu'l wonb HCI pftrMn lUll ~ 1Jw 
follow1"1 lnUnl"'' 

(a) "Non..O.l Fwl" nwam coal. natuta.l pa. 
wood. COiftbullibk mu.. biolftua. Oft .. , 

lkm-tAiwn fll tudl 110ft-oil fwb. 
(b) ''Con~ C." -- caM • 

dc1mniMd by tht ~ 10br rueoNWt w 
n«nury l'or tht nlliWfltion "&II nltli .. oil.fl • 
II~AIII ()'df, pMtalifll 111111 10 &leo burft 1 ,....., I 

f~~el, . mmtllnatiOft "-·oil fwlt, Oft ....... ;.u 
f~~el iN•tv~. Such ~• aft&ll inri~Mk, but - br 
limi~ 10, tftliftftn"', adlllinUira1i~ IIIII 1q11 
coell, tht "'* al mri,__w -~ .... 
poUvtioft control 011 abatawftl tqui,_.; ......., 
rw~ ~nNpOrut- eqllifiiiWIIt, ~ 
ptocallfll. -.. prtperatioft, - ..... 
fiCIIititt; mvw ,_., or 4itpolll equi ...... 
C"qvipmmt HCI ra.. ,Utia n«fttll"t to pmM lilt 
combuttioll al-.oil fwla .• tht a~~~ a1 mro-IIUU. 
or mvrf)ithifll boilniiO pmnit tJw ----, 
110ft-oil fuN; IIIII 1ht C'CIII fll Ill odwr lldlk'­
rniOnablf IIIII III'CalatY 10 lliow the ~.a .. fll 
an nitlifll oil-r~m~. •nm cydc, pncnti .. Yllitto 
aleo burn 1 --oil fll('!. • t"'OIIbinatloll fll IIOftoelil 
f~~ela. 011 1 -.oil/ oil flld mWutt, whether IUdl 
CWII ll't incvtMI briOft 011 alter IJw ~ al jaitiaJ 
conwnion fll audl facility Such - aha1J 11eo 
•nrilllk ttw ~bk aiiU al capital . ._, .,.. 

optnli"' IIIII maint~ - ~ with 
audl con~. u!Mil _., a.a.,., I'CCIII¥a'fd • 
~ in aubwqunu am-

(c) "Cvmulau~ Pramc Vll~~e al E..pmell NC'I 
Sa•inp" mo111 n.mulati~ JWntft1 vllw al tht 
lOIII 1W1 IIYinp u.>aatd with 1tw propoerd 
oil-bActout prGJrn. inriudlf'l but - liftud 10 
IIIII~U~I <MI/ IIOft-1 hod hpmlt cliii'Uftleiallaa tJw 
prOJftlfd annuala&raipl linr ~ioft upm~r 
~r tht "....cl HCI Ulrful" Iii~ al tht prop.c~ 
pt'OJm, laa thf 1..-J IIICTftl'lfftUI tx. al capilli 
ca~nx .-on.tf'd w1th tht propowd prCifm; 1aa 
tht annual <MI/ -.od tu npmw cliffUftleill 
UIOCaled with tJw fi"JP'lWd pn»jm; lfta tht aanual 
oil/ -1 opl'rllinl anti ..Wntrnar~« a,._ 
dllfn"mlial, hdllliw al fwl UJWI*, al lJw 
propowd pn»jm, lfta tht diiTU'mlial alii ~ •• a~ 
wuh ltw urly mirmwftl al niiLi"' plaa1 IIIII tht 
dna&ed capwity, ilany,lna111y odtera~~~;a innmed 
spmrocally a a result alttw propowd oil..._ 
Pf'OJm, piua My Olhtr bmrfi11 apcriflcally 
conr~ as • rauh altht propowd oil betttout 
pnljec1 wtw.htr IUdl aiiU 011 bmdits an iiK'Urftd 
brillft or al~n t1w CIIIIINIIti'Oal io-.,icr d.k flllJw 
pnlpOitd projm. 

(2) Pwpa.. 
(a) T1w Oii-Badlou& c.-~ FKUW is 10 

br Utiliad f011 \tw '-"Y aiQIIU al j~ 
... , al lht foliowt"' tupply ...... oil ~ 
rncuura 1tw pnmary purpo. al whidl is tJw 

25-17.016 

"-41•.,U..~· orl ·~lanwraltd tlf"f1tlt lly on 
FltwWa IIIII wiiMh •~ 1n br (undtd on 1ht m~nMr 
WI forth in wbwt1M>II ( 4 ) brluw 

I . (;nn,~.., (:.0.. (",.lft,tni<WI ul .;n t"'" nc 
oil·lired. •nm '" ~. I"W'•""' unn 1o .,.,, b..r n • 

--· fwl . • uwnbtn.a&I<Wi rtf "'"'""' (~It "' • 
--coil/ "'1 (~I lftl&tu~ Tn tht nttno 

t«ff"""'sicalh ptl(11~ anti ""'-tfltt 11.-r 
prowi.._ lot f11111~ ft~or fwl ''""chon~ .;nd 
t~~Uh•·fiiCI r.,.,.. • ap.dNhtr aft&ll 1w "'* '" ,.,lk, 
ror ~ • ctlll•r,_ pn!tm 10 q ... hf) rl)( ""' 
~ throuch 1he 0.1-lan.out <At~ k ro,.fl) 
Fanor 

2 Tralllllla- ~IW Conlii'\IC\1011 f'.m~ 
eo..Nnlofl al Iran_,_ h,... •nclucllnc .;ny 
rrQie4 lan41 antf Jantl r11t111, IUbuliiiOf\t. and 
Ml!'pOn rl«tnnl tquipmtnl. w11h1n fln<1dll whtn 
t.lw pniiWy purpow al IJw COIIIII'\IniOft ali~ lonn 
it 10 i~~CR.tw the impotaaioll Of 1rantl" rtf non...,. l 

4ltri* dmrital ~'IY Ofi tither a firm "' • 

-""" buia. 
) . At tht 4lilcmioft al tht c-.sSIOfi. ochtr 

-;w euppi)·-tWr oil c·onttf"'l- IMU\Irn whtM 
pritury flllrpow is tht ~ ~mmt ol 
oi&.rired ....,.. ... in the St~ al,.,. 

(II) Tht Oil·~ C. a_, f ICIOt thall 

- br ..... J'or c.;hfr thf ~ al1hf C01U ol • 
projll!n &he priiNry purpow al whlril " In wrw 
iMrnted mrp•att dnnand « f011 alw ~., o1 

w - al • - l"tflllfll ....... ()) Q~Wjr~ca•- Promlurn 
(I) Upott rftdpt ala ptllliOft r,_, • ullllly. 0< 

oe ihe ~·.own 1n011011 . pubiM hta""'' 
ahlll br hd4110 dctmn11W wtw.htr 10 authonzr 1 

propowd projrn IIIII wtw.htr tht Oil-lbcliou• V>Sl 
~ Fanor lftly br laW'd 10 ~ 1ht roeu n1 
lJw projm. Sud! dc1mnlllllioll aft&ll tw bawd "" • 
riMlfll by tht c-.""- .~t 

1. Tlw pnlftlly purpow altht ptopowd ptojrC1 

iJ lJw ~ ~aplacmwftt ol 01l·ftrf'd ~rwratMJ<I 
iA tht S&ak al flOtNia. 

2. It Ilia ben aftown by 1 ~nn<T nl rhr 

n-ickncT lh.lt 1~ ••II tw • pns.11wr Cumul~'"' 
~ Vllw al E..pn-ted Nft S.""'' "' ,..,~,1 
~in flOtNia wuh•n •lw fir~~ '"' ( 10 ) >Un 
al -mal opl'rllllon al tht pmpt>Md pw,.n. _, 

) . It Ilia ben aftown by 1 pnpon4tfan<~ orl1hr 
""~ lJall a propDitd prGJrn .- •lw ...,.,.. 
- n ical aher.altw av11labk 

(b) Tlw _.,., 011/ non-CMI rwt r•prnv 
diffcft!Mtll laW'd lo cakul.ltf Cumulau.r Prncno 
Valw el EafJftWd Nn S.vtnp thould. ol 
prMticaWt, br drftwd by ~putn IUINlaiMifU ol 
the utility'• ~ wuh anti wit._. aht propowod 

projla. To tJw -• ptanieabk. a baftdecl Con-cut 
al oil Ulll -..il (lid pricn IIIII iAaUIIftltal c.- o1 
capiall .. II br nrafl'oyed 10 calnilalf • n~C'd 
calf eM-Ulll won~ calC aa•-al CumuU.u w 
Pramt Vllut ttl E..~ed NC! ~._ ~ 
r-- ..,w diavwlt ~ Nil br bated Oft ttw 
llillity'l ~ ·~ al~er-w. ~ al 
capiw f« •tw ~ oil~• P'OJm 

(c) T1w dc1mniftMioft al wtw.htr tht 
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FLORIDA PUBLIC SERVICE COMMISSION REPORTER 

RIFOI! Til FLOIIDA PUILIC S!IVICI C~ISIIOM 

IN RE: Adoptin9 of lule 25-17. 1t, ) DOCK!'!' MO • 810241-!U 
f'.A.C., Oil-Backout coat leeo•ery ) 
Pactor. ) OIDD 110. lO~n- · · 

) .. 
ISIO!Ds 1o-3'~u 

The followin9 co .. iaaioner• parti, ~ oated in the diapoaition 
ot thh aatters 

BY TR! COKMIIIIOMa 

Jo .. ph r. Cr••••• ~~airaan 
Gerald L. Gunter 

Jobn 1. Mark•, UI 
laUe lic:hoh 

lu•an w. Lei1nar 

011)18 PJSOPOIIICI BQLI aporusw 

Purauant to the pro¥i810ftl of laetionl 120.54 and lt6.05(1), 
Florida Statute•, and under the autb~ity of leetion Jtt.l2(5) 
Plorida Statute•, thia eo .. halon, on ita own 110tion, pro90 ... to 
adopt Rule 25-17.16, .. ••t fortb in Appendix •A• attached 
hereto • .. 

The attached rule, entitled OU .. c:lt-ovt coet".beovetv 
Pactor, ia oropoaed under tbe autb~ity of Section 366.12(5), 
Plorida Statutea, 1910 Supol ... nt. !bat .. etion ~idea that 
reaaonable and prudent unre Ulbureed c:oata for enerty audita, 
eon .. rvation progr ... or tbe t.pl ... ntation of a utility'• plan 
tor ... t in9 the ener9Y c:onae"ation 9oala .. Y be added to the 
ratea vhich would otberwiae be cbar9ed ~ a atilitv. The· 
attached rule provide• for the addift9 of aucb coeta to rat•• vhen 
the eonaervation pro9raa e~loyed ia the converaion of an 
oil-fired 9eneratin9 unit, construction of tran .. laaion linea to 
import or tranafer non-oil-derived electrical enertr or other 
aajor aup~ly-aide oil eonaervation aaaaurea. 

It ia therefore, 

ORDERED by the Plorida Public Service Co .. iaaion that Rule 
25-17,16, aa aet forth in Appendix •&•, ia hereby propoaed. It 
is turtber 

ORDERED that notice hereof by 9ivan in accordance vith 
Section 120.54, Florida Statutea. tt ia further 

ORDD!D that, if reoueated by any affected oer.an, within 
tourt .. n (14) daya after oublication of notice beraot in the 

- Plorida Adainiatrative Weekly, a public hearin9 on oropo .. d ~ule 
25-17. 1 6 vill be held on ~day, Mov.sber 30, 1911, at 9t30 A.M. 
in ~ 10.6, Pletcher luild in9, 101 laat Gainea Str .. t, 
Taliafi,aeee, Plorida 32301 . I f no hearift9 ia reaueated, the 
orooo .. 4L~~l• vill be adooted bv the co .. iaaion without further 
notice;,c; ;:· { 

ly order of the Plorida Public Service co .. iaaion, thia 30th 
day of October, 1911. 
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25-17.16' 0IL•IACIOOT CotT JtECOYIJtY PAC!OJt . 
2 ( 1) POJtPOI&. . . . 

(a) 'l'ht ou-aac:Jcout Coat Jteco•ery raetol' 11 to be utilhed 3 

4 for the reeo•ery of coati of lllple .. ntlnt any of the followlnt 

S supply•sidt, oil eonaervation .. aturtt tbe priaary purpo11 of 

6 vhich ia the eeonoaie dilplace .. nt ot oil tentrated eleetr1e1ty 

7 and vhieh are to be funded by tbt coat •••intt retultint froa the 

8 displaet~nt of oil-fired ttneratlon 1a the near future. 

9 

10 

1 1 

12 

13 

1 5 

16 

17 

111 

19 

20 

2 1 

22 

23 

1. Con•trtlon of an ••lttint o11•fired, tteaa 

cycle, ttnvrMtint unit to aleo bum a non•oU 

fuel euch •• coal, ooal•o11 aiature, ooal-vater 

•l•ture or any ~lnatioa of eueb non-oil 

fuehr 

2. Conttruetlon of tran .. ittlon line• within 
-<' . • • :· .- ~ • -

rlorida when tbe pdaary purpoM of tbe 

c:onetruetion of tht Untt lt to i~ac:re... the 

iaportation or trantfer of non-oil 4er1•ed 

electrical enert)' on either a fin oc a - ... 
non-fin baeiaJ an4 

3. At the dhc:retion of the Co•ierlOft, other 

aajor aupply-llde oU coneerYetion •aeurea 

vhoae pdaary purpoM ia the econoalc: 

diaplac:e .. nt of oil-fired 9tneration in the 

State of rlorida. 

2S (b) Onder no circuaataneea ahall the Oil-laekout Coat 

26 Recovery Factor be utilized for the recovery of the eoata of a 

27 project the priaary purpoae of vhlc:h ia to aerve lnc:reaaed 

28 meqawatt deaand nor to reeoYer the eoata of a nev 9eneratift9 unit. 

• 29 r 2 l OOALIPICATIOM PROCEDOR.!S. 
)0 (a) Opon receipt of a petition fro• a utlllty, oc on the 
) 1 

CO~l~C: ~orda underlined are additions: vorda in 
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DOC~'T ~0. 8102~1-EU 
O~tDER ~0. I 10 3U 
PAGE 1 ntl'££ 

.co .. iaaion'a own .ation, public hearinta ahall be held to 
,. . '! . • • . • • ·-

2 deteraine whether the 011·8ackout Coat leCOYery Pactor can be ·uaed 

l to recover the coata of • propo1ed p~jeat. luah d•t•r•lnation 

4 shall be bued on a tin41nt by the Co•ha ... on thata 

5 

6 

7 

8 

9 

1 0 

1 1 

I 2 

13 • 1 5 

16 

1 7 

18 

1 9 

20 

2 1 

22 

23 

25 

26 

27 

• )0 

)1 

1. The priaary purpo1e of the r ropoaed p~jeot 11 the 

eeonoaic diaplace .. nt of oll· t lred teneration in 

the State of Plor14a. 

2. tJnleaa waived by the Co.i .. ion after a ahowint of 

tood cauae, oonatructlon of the proposed project or 

troup of. pro,eota r~lre1 a oapltal ••penditure ln 

••c••• of fifty (SO) •lllion dollara, ••oludint 

allowance for funde uaed dur4nt conatructionr 
. . ·t; . 

3. 'l'bere ia oo~~petent aD4 aubatantlal e•ldenoe t)\at 
. ..... : 

there will be a Cuaulati•e Pre .. nt V•lue of lxpected 

••t Sa•lnt• to retail cuata~~era ln Plod4a within 

the flrat ten (10) yeara of co ... rclal operation of 

the propoaed project' and 

4. There ia ~•tent an4"aubatantl~l evlden~•~that the 

propoaed project ia the aoat eeono•ical alternatl•• 

available. 

(b) Por the purpoae of aubparatraph (2)(a)J., Cuaulative 

Pr•sent Value of Expected Met Savlnta .. ana: The c~lative 

present •alue of the annual oil/non-oil fuel expense differential 

leaa the projected annual atraltht line depreciation expen .. over 
the •uaed and u .. tul• life of the propoaed p'Coject, leaa the 

annual in~re .. ntal coat of capital expenae, le .. the annQal 
. -

oil/non~ll other operat.int and .. intenance expen .. diftfrtntial· 

ot the propo~d project, leaa the coat aaaociated with the eariy 

retirement of exlatint plant and the derated capacity. The annual 

oil/non-oil fuel expenae dltterential and .other bperatlnt and 

aaintenance expenae differential uae4 to calculate c~.lative 
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P~etent Value of lxpected Met lavlnta ehall be derived by computer 

simulation• of the utility'• diepatch with and without tbe 

propoaed project. To the extent practicable, a banded forecalt of 

oil and non-oil f~el price• and lncre .. ntal ooat of capital ehall 

be e~loyed to calculate an expected ~••e eatiaate and vorat caee 

••tiaate of Cuaulative Preaent Value ~~ lxpected Met lavint•· 

(c) The deteralnatlon of whether ~he 011-lackout Coat 

~ecovery ractor can be uMd to recover the ooau or a propoaed 

project ahall noraally be .. cte by the Co•ilalon prior to the 

coaaence .. nt of Ucenalnt and conatructlon of the propoMct 

project, unle .. waived by the co•laaion. 

( 3) COlTS TO II JICOVIItiD A liD COft' IICOVD PJOCICOUI. 

(a) Upon a detetainatlon by the Co•iaaion that a propoaect 

oil-backout project baa .. t tbe oonctltlona of aubaection (2), a 

utility aay be grant•a tbe authority by the co .. iaaion to recover 

the coat of auch qualifying oil-backout project through an Oil­

Backout co•t Recovery Pactor calculated and applied in conjunction 

Yith the FUel and Pu~chaled Power Coat a.oovery Clause. !be - --
revenues to be collected throuth the OU-aac:kout Coat aecovery 

Pactor for a qualified oil-backout project 1ball be the gre~ter 

ot: 

1. Two-tbirdt of the oil/non-oil fuel expenae 

differential aaaociated with the qualified oil­

backout projectr or 

2. The aua ot the straight line depreciation expen .. 

over the •uaed and useful• life of the qualified 

oil-backout project, plut the actual coat of capital 

tor the qualified oil-backout project plut the 

o i l/non-oi l other ooerating and •aintenance ex9enae 
. 

di fferential of the qualified oi l-bac~out proj•ct 

which would nor•ally be included in ~aae ratet. I 
t 
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• 1 (b ) No costa of a qualilied oil-backout project that are 

2 retleeted in the baae rates of utility ehall be recovered 

l t hrou9h the 011-laekout Coat Recovery recto~. 

• tel Tbe Oil-lackout Colt Recovery rector applicable to a 

s quali! i ed o i l-backout project ahall be eat.-.ted every al• .ontha 

6 in conjunction with the Puel and PurehaMt Power Coat ltecovecy 

7 Clause, e~neint vltb the flrat aix-~tb ~rlod in vhieh the 

I qualified oil-backout project la placed into ~rcial aer•lce. 

9 The eatiuu ehall be baaed on the liNt cunent projection• of oil 

10 an~ non-oil fuel prleea, other operation and aalntenence eapen•••· 

1 1 and k ilowatt-hour aalea and on tbe actual ao•t of oapital for the 

12 qualified oll-backout project. A true-up adjuaUient, with 

1 3 inter .. t, aball be llade at the eft4 of eacda ah--tb e»edod to 

14 reconcile dlfferenc:ea between eatiaated ancS acaal data. 

( 4) 

(a) 

ACCOUll'l'tliG. l ·. 

1 7 Recovery Factor ahall be aDPllecl aolely to the coat of the 

1 I 

19 

20 

21 

22 

23 

25 

27 

21 

qualifi~ oil-backout p~ject. lepae"ate aubacco\anta ehall be 

established for each qualified oU-backOut 'PCOject fora 

l. Account nuaber 107, conatructioa .ork ln protresar 

2. Account nuaber 101, r•••~• for depc•ciationr 

) . Account nut~ber 101, electric plant in-aervicer 

4. Account nuaber 201, CO~ atOCkf 

'· Account n•ber 2U, pre fured stock J 

'· Account nUIIber 207, other paid ln capl tal 1 

1. Account nuaber 215 , appropri a t ed reta i ned earnin9s r 

•• Account nuaber 216, unappropri ated reta ined 

. earnlft9•• 

'· Account nuaber 221, lont·tena debtr 

10 . Account nuaber 231, notH pa~14ble 1 and -

11. Account nUJI'ber 2J2, acco~nta payabl e. 

CODl~Cz ~otda underlined are addltlonar ·~rds i n 
·~~•ck-th~oeth type ace d•l•tlon• fro• ••latin9 lav. 
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(b) Each qualified o11•backout project thall be .. parately 

2 ideo~t~d to peralt application of appropriate ca~ital recovery 

l schedules. Aaaoclated plant and reaar•e activity, balaneea, and 

4 the capital recovery aohedule expen••• ahall be aaintained .. aide 

5 recorda. The recovery achedule ehall ,. deai9ned to recover the 

6 inveat .. nt of each qualified o11•bac~~ut project by the date of 

7 retire•ent ot exiatin9 plant . Allowanc for tunda uaed durin9 

8 construction for a qualified oil•backout project ahall be coaouted 

9 uain9 the actual coat of capital incurred to conatruct the 

10 projeet. 

11 (5) Once the coata of • qualified oU•backout project have 

1 2 b .. n recovered, the applicabi.Uty of the OU•backout Coet aeco•ery 

13 Factor ahall terainata. 

1 4 ( 6) EXTJtAOJtDIICUY UTI UMIII'I'I • 

, 5 Rateaaklft9 treataent of tba coata of extr.ordlnary 

16 ntire•ent of plant equl.-.nt aaaoclated vith tbe COftatructlon of 

17 a aual ified oll-backout project other than tho~• apeclfled in 

18 aubaection (3) ahall be conaidered by. the C..alaaion on a . ... . 
19 cue-by-caae bull aloft9 vith the calculat i on of the OU-I'ackout 

2 0 cost Recovery · ract or. Such extraordinary ratlr ... nu ahdl be 

21 identified at t he tl•e the utility petitiona che co .. iaalon for 

22 approval of a aualifyln9 oll-backout project. 

23 Specific Authorltyz $366 . 05 ( 1) 

24 Lav Implemented: 5366.12(5) 

25 Ristory: Nev 

26 

27 

28 

29 

30 

3 1 

CI):)PlG: :\.>ct1a und.rrlined are addi':ions; woc~a in 
st ~wc~·:~ro=th type •r• deletions fro" ex i atin9 1•"· 
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1) fiCf!(!!Sltls 11!1111!! !C fl!l !ll!lflc tC Stl !ltllCllf 
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ll Oll-ftea!!S C9tS !!£9U[J PteStr l&fll St[lltiSI IS Sbt \l!! \b! 

27 n..., rat u ere rlaet4 l AS! '•rtm, to tl!! !IS !!IS. ltt!!nr, SI!U 
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•·24-U 

~be follovlat Coeailaloaera pertlclpat .. la tbe dilpolltion of 
tbil aattora 

It Til COKN%11%011 

JOan P. CUIII, CDIUU 
OIIAI.I I. IDfD 

.JOD a. IIU D, Ul 
IA!ll l lCIOLI 

IGIAII W Ll%11111 

QIPa DOPOIIM 1 '!1,1 MINII! 

~r•uant to tbe pro•lelo .. of loctloa 120.14, florida 
ltatutea, aad uDder tbt autbOrlty of lectloea JS0.127(2), Jtf.OS(l), 
and ,,,,12(5), tbil Co .. iaeloa, OD ltl OVD -.tioa, propoeel tbt 
adoptloe ol ... ftdaeat1 to &ale 21·17.1f, r.A.c., aa reflected ln 
atucbed --odU •••. · 

&ale 21•17.1f vae orltl .. lly or .. r .. .,.., .. ~ thO c ... lealoa 
ia Order ... 1011., la11~ l .... IJ 2t, ltll. AI It&t .. la that 
order, tao rule •t• late., .. to ~ .... -, la901ttr-ovaed tloctrlo 
utllltle• for tbt r.-o,.rr of ooetl ol t.pl ... atlat oertala IPOC1fl .. 
ll&pplJ•Iide OOAierYit10a .. 110r01 ~lOb Vill .. OD08£01llf di .. liOt 
oil teaerat .. tloctrloitr.• a ..... rr 11 to ~ aoooepllabed par•uant 
to sectloa ,,,,12(5), tlorl .. ltat•~••• lo ooajaaotloa vitb tbt PU•4 
&ad ruc:baatd hwer Colt &oooYOry Clauo. . 

no c:o.ai .. loe propoMa to uead paratrapb ( 1) c c) of tbe rule 
to 110ro clearly auu tbat oac:o tiM pdaarr ,.r-poae of a project baa 
bttn 4ete~ined to be oil-backout, all beaefltl &Dd all coata 
•••oclatod vltb tbe project ataould -. COAaidocod for qualification 
for coat ceco••cy purtuaat to tbe r-'•· ~bt propo,.. &at~tnt to 
paratr&pb (6)(a) iapl ... atl tbt co .. 11110D 0 1 dtl1r• to allow 
adcUt.\onal deprocUUoa to be ca!c~alated •• tM-tbirda of tbt net •••tnt•· Wb1le tbo reYODGe roqulrtaoatl to be reco•ored by ttae 
ut111t1el paraY&at to tbla .. tbodOlOff 11 treater thea 11 allowed 
eurreatly DY tbe rule, tbe ultiaate oo.c to tbe coo1w.or aboald Do 
reduced Dtcal&lt tbe projoc:t would be ,.,, off falter. raratrlpb 
1 4 l 1 d 1 would c.. &ataded to coatonr co tbe latter cbante. 

It u cberefore 

O~EaiD by the florida Public lor•lce eo.a111lon tbat tbe 
aaend .. etl to Rule 25-17.11, r.A.C., a1 reflected 1n actacbed 
Appen41& •A• are bereby propoaed. It il rurtber 

ORDIAZD tbat ootice ~ereof be tiYtD ia accordance v1tb Section 
120.54, Plorida Statutel. It La tuctbec 

OU&aaD tbat, U requeate4 by any affected penon, w1tb1n U 
• daya after pUblication of not ice boreof ia tbe Plorida A4ain1ecrat~v• 

w .. kly, a public bearint oa tbt propoaed ... adatnta of lule 25-17.16 
aba1l be held at t:lO A.K •• on July 21, ltl2, ia looa 10,, 101 !aat 
Gain•• Street, tallabalaee, florida. If no beacinq La requeeted, tbe 
propoaed aoendaenta aay be adopted by tbe Coaaia11on without :urtber 
notice. 

ay Order of tbe P!oclde PUblic S•rvice Coaa1aa1oa tb.\1 24th 
~ay of June, 1912 • 
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n-11. u ou.-IAaocrt con uconar rAC'!O&.-

2 (1) DUIJII~ioa • ..:.. ror tM ,.,. .. ol tt1la rule, tbe 

l toU.owiftt wor•• ... ,._, .... aaau Ia .. • tM loUowlAt Mtllhf 1 

4 (a) 'lon-oU fuol' M&aa ooal, ut.ral •••• vood, 

l o ..... tiblo rofuao, bioaaaa, or aay ••rl•ativ.a of aucb noa-oll 

' flaela. 

7 

I c:o.i .. iOA to 1M roaeoultlo a.A necoiMr'f for tbe coa•enlOA of aa 

' eaiatllt oil-fir .. , ato .. OJ~ ,., ••••r•tiat ualt to alao bora. 

1 o aoa-oU flael, a ..-.tutioa of .:oa-ou tula, or a aoa-oU/oU 

11 fool ailtaro. 111A ooau IM11 iDol"'•• Mt oot 1M Ualto4 to, 
• 

12 •atiModat, •taiauau .. .., lotal ••••• tiM coat or 
13 oawironaeatal atG4ioo &Dd pollutioo coatrol or abat ... nt 

14 ..-!P..••• ..... 11 tuol tr...,.rtatloa ... !,..at, .. loa•lot, 

15 proooaalat, otorato, proparatiea, or allilt faollltloa , ref~ 

,, r ... •al or 4lapoaa1 oquipaeat, oqulpaeat aad fao111t1ea aoceaaarr 

17 to pemit t!ao coabUUOA of Ml-oU hela, t~ coat ol 

11 , 
20 

21 

2l 

23 

rotro-UtUDt or rofurblahiag IMtUeca to pera(t tbo coetMaaUoa of 

ooe-oU fuel~• aad tbo coat of all otbor fac1Ut1 .. roaacmable &Ad 

aocaaaar.r to allow tbe coa•oraloe of aa oaiatiDf oll•flred, atoaa 

cycle, toeeratJ.q ult to alao bora a ooa-oU hel, a coablutloo 

of aoe-oll fuela, or a non-oll/011 fuel alature. whether aucb 

coats are incurred before or &::or t~e 4ate of initial coavera1on 

2• of aQcb fac11ltr. lueb coat~ aball al .. laclude the reaaonable 

26 

27 

Zl 

u 

lO 

31 

coata of capital, taaea. &D4 operat1D9 &Dd aalntenance coeta 

aaaoolated with aucb coaYetaloa, uatll •GOb coat• are recovered •• 

prorided in •ubaequeat .aeetlou. 

(c) •eualaUYe •rueftt V&lGe of hpected let I&Y1119•" 

aeaca cu.ulatlve preaant Yaluo of tbo total net aav1nt• 

aAa•ee-e•i~fte.-.ti-f•e*-e.,.ft•e-46ffe•e•.-•• aaaoc1ated vlth 

tbe propoaed oil-backout project, lnclgdlgt bot not lialted to 

0571C 
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1 

COl)I:t<i : Worcla unc!erlinad are additioaa; vorcla in 
IU''IIek -tlll'h&il e-,rpe ca dcletion.c b'cr.:a cxiac1n1 l.av. 
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tagytl o&l/ntD=tll f l tl tlptlft flfftrtttltl lett tbe pro,eot!d 

uaul atraltl* 11M ..,rHitUoa eapt.., oYer tbe •.aat4 tad 

aatfal• 11ft of tbt ,,.,..., ''''"'' lttt t~ tanltl loar ... ntal 

ooet of capital ,,,..., .. aoo&ttM v&tb tbe propotM pro,ectr leta 

tJte UAial oU/aoa-ou tu ,.,..., aaaoclttM vltb t~ propoa!4 

prt,.Utl leaf tbe aaa .. l t11/10t-oll ... rttllt ... atl!t!OtiO! 

,.,. .. , dlffereatltl, taolaaift of fltl ,,,...,, of tbl propoa!d 

pro,eotr le,. tbe dUftrtaUt . net ..... lt\M VItia SIM early . . . 
retir..,nt of eai8tlaf plaat ... Sb! .,,.,,. oa,.,ity, lf '''' 

leu uy otb!r coeta loaur!d ....,.Uloallr u a renlt of tb! 

propoe!d oU-MollHt pro3.n, ely ex OSit!r bD!UU !!!!1Uoa11x 

na(trrtf If I ntllS tC SM tri!Mtf tU h9MDS prt2n\ vb!tb!r 

nob ooatt or .,.,,,,, are lalurrM beftre or aCttr SM 4,..eroi&l 

,,_.,,,,,, dttl of tb! ,,.,.... '"'"'· 

(2) ·nuon. 
(t) fM .. l• .. okolt COet ... , .. ,. PMtor it to M uUUIM 

for tbl recoxeQ' of cotta eC lllfl!MDUAt tiiJ of. tbl foUoviat 

aapplr·•lde, oil ....,rxatloa IOttar•• tit! prtaary ,.,... of 

vb&o• &• tb! ~lo 41ep1ao ... as of o11 t•eerat!d eltotrioltr io 

Ploria ADd ·vblcb are to b! fudM bf tM ooet .. •lDta- c!tlllUDt 

troa tb! 4lapltc ... ot of oU-flr!d f!D!rttloo lA tb! DIU fatan. 

05710 
Cl/21/12 

1. c:artll.IIOII con.- CoD't!C!lOD of U !liatiDt 

oll•flr!d, ateaa cyole, teaeratlat o~t to al80 

bara t DOa-oil fael, • ~laatloe of aon-oll 

faelt, o:r a •a-oU/oU h•l aiatore. ~o tbe 

eateat tecbaolotlcal: y practicable aa• coat­

effeot&Ye, provitloaa for future ecoDOaia fael 

avitobiat &ad aulti-fael f1rlnt capability tbtll 

be aade 1A ord•r Cor taab a converaloo project to 

qualify for coat reco•ery tbrou9b the 011-aackoat 

coat aeoo .. r.r ltctor. 
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2 • ftAIIUIIUOII Lilli C:O.IftDC::IOII coa'f •­

Coa.trgctioa of tr&aaaiaaion 11aea 1ac1Yd1n9 any 

related la., Dad l&Dd ritbta, auoatationa, &Ad 

aupport eloctri oal ..-1p .. at, within Ploclda vhen 

tlte pr1MQ' ,.fPGH of tM ooaatruouoa of tbe . 

11 .. 1 11 to 1neraaH tbe 18portat1oa or tranater 

of aoa-o11 l · riwed oloctrical eaert1 on either a 

Ura or a aon-Um beala. 

J. At tbe diacr, ~1oa of tbe eo.ataaloa, otber aajor 

a..,lf•l14o oil coDHrYatioa .. aauroa wboae 

prt.ar.r ,.,. .. 11 tbe OCODOa1ct diaplaceaent of 

oll•flr .. , ... ,.,, .. 1a tbl ltata of rlorlda. 

(b) na OU•Iaokout con lOCOYOfJ raotor abaU aot be llled 

14 tor eitber tbe rocOYOrJ of tlte ooata of a ,,., .. , tbl prl .. ry 

11 purpoao of vbiob 11 to aorYO 1 .. reaaed ... awatt dtaaad or for the 

1f rocowory of tbe ootta of a ..., toaoratl., 'ult. 

17 

11 

(l) QOALUICA1'IOI noenoau. 
(&) Opoa receipt of a potitioa froa a otllity, or oa tbe 

C~laaion'' ova aotion, PQbllo beariat aball be bold_to dete~ino 

20 vbetber to &lltboriae • propoaed pro,oct &Dd whether tbo 

21 Oil-.. ckout Coat aecowery ractor aay bo ~ t o recover tbo coat• 

22 of tbe pro,ect. luch 4otoca1aat1on 1~11 be baaed on a f1n41 n9 by 

~) tbo Co.DilliOD that: 

H 

2S 

16 

27 

28 

29 

)0 

) 1 
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1. 'ne prlury purpoae of tbe propoaed pro,ect 1a 

tbe econoa1c d1.,lac .. ent of oil-fired 9eneration 

1D tbe state of rlor1da, 

2. It baa b .. n abovn by a preponderance of tbe 

ew1dence that tboro v111 bo a Cuaulat1vo Preaent 

Value of lapocted lot JaYiD91 to retail cuatoaera 

ia rlori4a v1tbin tbo fitlt ten (lOl yeara ot 

co ... rc1al operation of tbe propoae4 project, and 

J 

CODOC : Worda underlined are ad41t1ocu; vorcia 1:s 
nr.ck-e)ln•atl CTP• are 4elet1oa.a troa eJU.ati.Dc l.v . 
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J. %t bu bee• ebova by • propoadocaaoo of the 

••t4ooco t~t a propo ... project la tba .aat 

ecoao.ical alteraatiYe avatl&bla. 

(b) TIM IMOal oU/ .. a-oU faol oapeuo 41fterenthl UIM 

to caloalato C..olatlvo Proeoat Value of aa,.cted .. t •••lnt• 
abou14, lt practto.-lo, be ••rl• .. by co.,ator elaulattona of tba 

GUUty• a 4hpatcb vitb ud vltbollt tbe propoaed project. 'l'o the 

I uteat pracUc:ablo, a b&INI .. torecaa~ of oU aftcl aoa-oU fuel 

' prlcoa aDd iacre .. ntal ooat or capital aball be eeploye4 to 

10 calcalato aD ozpeot .. ca.o oa -Laato &Ad vor•t oaao oattaato ot 

11 ca.DlatiYo rroaoat Yalue of ..,.4C• Jot la~lnt•· ~ pcaaont 

12 YalDo 4i•coGat rate eball be bal .. oa tiM utility'• projected 

1l laocoaontal attor•tll ooat of oapltal for tba propo••• oll­

u backoDt project. 

1S (o) fto 4otonliaaUoa of vtaotbor tba ou-aackout COlt 

U IOCOYel'J factor 11 to M Ued to rHOYef "tlile OOIU Of I propoaed 

11 project •ball DOtaallJ M .... br tbo CO..la•lon prior to or ln 

11 c:onjanctioa vltb 11cou1DI aod prior to coaetractloa of tbe pro-, 
20 

21 

poled projoqt, llftl••• va1YOd bf tbo c ... l•aloo. 

c • > colft 'fO u UCOftUI) AIID con ucovur noccO'UI. 
(a) Opoa a dotoraiD&tiOil by tbe c:o.ai .. lon that a pcopo .. d 

22 oU-backout project baa .. t tbo con41t1ona ot aubaect1ona (21 and 

ll (l), a utility .. Y be vranted tbe autborltr by tbe co .. 1aa1oa to 

z• recover tbe coat of aucb tuallly1Dt o11-backout project tbroutb &A 

25 ou-aackout coat aocoYuy ractor cale11lated uc1 applied 1D 

u conjuction v1tb tbe ruol aDd rurcbaald Power coat aoco"cy 

17 Claa••· ~• revonaoa to be collected tbroutb tbe 011-aackout Coat 

11 aeco••rr ractor for a qaal1flo4 oll•bactout project aball be tba 

29 , ... ....._ ... 

30 .. ..__._...._. ••••••• ,,~ft .. -. ...... ._ •• ,. ... 
11 ,,., ... ~.._.••••••~••a_.,•-t••l646e4-

05710 
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C01>I3G: Worlia u:u!erliced are additioru~ ; vorlia lD 
nnck-lkZOfllp typo are CUletiO&U troa &XUti%11 Uv . 
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t. ... •ua of tbe atraitbt line 4epreclttlon 

eape .. e ower the •u.., aa4 u1eful" lifo of tbe 

taA11tled oll•bactoat prolect, plul tho colt ot 

o.,lttl for tbe ~t11f1ed o11-backout pcolect, 

pl .. the act .. l taa ea,.aao of the ~11fied 

oil-baokoa& ~ -oloct, plu• tbe oll/noa-oil 

operatlat aDd aa1atenaoce expe~~ 41tforentla1 of 

~ ... llfl~ oil•btotoat prolect vbicb would 

•raaUy be Uc: l \ld.. ia baao rat .. .R11t 
t ... tblrdt Of Sb! fCS!&l DIS tf¥lft11 llf091tttf ,,,, ... ''''"' ''' ,.,,,,.,, ,, .. ,,,, .... 
tHlUoyl fprnifUg. 

(b) .. ooett ol a ... UilM. oU-btctout pro~ect that are 

reflected in tbe -..e rttot of ltillty tbell be rooovoced tbcouvb 

tbl Oll• .. otout c.es a .. ower.r raotor. 

('c) Opoa fill fopreoiau .. of tbe ~a1U1ed oU-b&cto~at 

prol~t, colt recoYeff pur-.aat to 2S-17.1S(4)(a)l. 1hall 

teraiute ud olllr the actual oU/aoa-oH operat109 aDd 

aaintenaace expenae differential, eacl~aaive ot fuel eape~e, of 

tbe ~a11fied oil-b&ctout pcolect vbicb vo~ald no~11y be included 

Ln baa• rat•• 1b&ll be rec~ve:~ tbro~avb t~• 011-lackout eoat 

aecovery ractor GAtil aucb ti:e •• the11 coats ace lnclu4e4 ln the 

base ra~e1 of tbl utilitr. 

(d) Once approYe4 by the eo..iaalon, tbl COitl of a 

qualified oil-backout prolect lhal• continue to be cecoYited 

throuvb tbe Oi1-lackout COat aeco•e~ ractoc until aucb ti•• •• 

they are included ln tbe baae rate1 of tbe utility. Joraally, tbe 

c_..iDiD9 ~anrecoYered coati of tbe qualified oil-bactout project 

1hall be rolled i nto tbe utility• a baae cates vitbout aitecin9 th 

depreciat ioft period at the utility•a next rate baae filicv and 

0571G 
6/21/12 

s 

CODU~ , \lor~ \l:ldr.-li.:led are additiona; vorcia .:..n 
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coot rooonr'f lor tM ..-un.. oil-MGU.t pro'"' tuoutll tiM 

Oll-taokoat coot leooftfJ '"tor o~1 to~laato at tbe tl .. tbo 

DtW ratot are 'lao .. lato oft .. ,. to '~ oatoat, -.wewor, tbac 

two-tllirdo of tbe Mlgl gt gtiMt ...,...,...~...._. ...... 

•••••••••'-i aaeoolated Wit~ tile .-allfi .. oll-baokoat pro,oct 

la •ar ala-.ootb porlod ••• ... • tbo.. ...ta rolled iato ~· 

ratoa, tbaao ..,ltloaa1 ro ..... o aMll .. atlaoo to be oolloctod 

tbrootll tJM OU-Juk"' Cb_., bcoftr,r factor .,.. appUod toward 

tiM acoolorated r._HfJ of .a.. 1afta\8eat ooat of tM ... UUed 

oll-MokM,t •r•'"' utU ~ , .. U• .. ,_. ianoa.at la fully 

rope it. 

t ) tu1lfled oU-NOl!Mt •ro'oot IMU M 00U .. t .. I!OfJ Ill Mlltba 

t 4 la coa311DC1Uoa Vitia tile he1 ... hroiM... tower Coat looo•ory 

1 S ClallOO, -Dd .. vi~ tM fiut al&41atJa period la vlalc~ tiM 

1f tualllled oll-baokoot tr•'"' la ,lao., '•'• ..... ralal .. r~co. 

17 ~- oatlaato eM!l M bUM • tM MM nrroar tro,•Uoao of oU 

11 ud DOa-oll f•al ,rtoea, otber .,.raUoa u4 Mlateauoo oapeueo, 

1t 

20 

tuoo, aDd· ~Uowtt-lllou Mloa aod oa t .be actual ooot _Of capital 

for tbe quaUUed oU-beckMt pro2oot. A tcue-up ad3utaont, Vitb 

21 lnter .. c, aball be udo at tile oad Of MOll aix-eonU podocJ to 

22 tooODCUO dUfoCOIICOI betveeD oatlaated aad acual "ta. 
(!l Opon a abow1Df bf a propon4eraace of ~be eYldence, the 

l 4 Co..1aa1on, 1a order to pre .. rn tile flaaoc1al 1ototr1tJ of • 

l5 ut1litJ, aa7 autborlae tiM ~oc ... ot of recovery tbrou9b tbe 

l6 011-&ackout eoat lecoYetJ rector prior to tbe plac• .. at 1oto 

21 co.aeroial aerYico of ·aD appro•od )ro,oct ~ 

( 5) ACCOOftiiiG. 

(a) All r•••Duea dor1••4 tllroutb tbe 011-aackout Coat 

30 lacoYery r actor aball bo applied aolely to tbo coat of tbe 

31 qualified oil-backout pro2oct. lopacate aubaccounta abA!l be 
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aetabliebed to ~PeCllicallr idoatitr ... uatl applicable to eacb 

qualified oll•backoit project to recorda 

· 1. fto OMl ef .... ,nouoar 

2. tiM plut ia-Mr9lto "'', 

J. tbt .. ,, .. ,,,, .. et ~ plaat vbon it 11 placed into . ... , .. , 
4. tbt llfltal .,.. to , ... t._ eoa~truotlon ot tbo 

projMt, 

1. fbi .,.,,,, .. ~ .... late .... • ••,.•••• pertaiallt to 

..... ,,., .. t, Ilk 

•· Be tu ..,..,. ,.rtllal .. to Moll projeot. 

(a.) laoll .-alUl .. oU-MollHt projeot elaaU bo· eoperattly 

ldentiflod to pera!t ..,1, .. tloa ot appropriate capital recovery 

aobitdll••· Aa ... iat .. p1ut .., rtMr" uUfitr, lla1aoo .. , and 

tiM oapltal rMO"IJ MltH'Ile • .,.. ... alla11 M aalatalud •• elde 

reoorde. tiM , ... "11 MMQ1o auU M toalta .. u recover tbe 

ln••••••nt of eacla tua1lfl .. 111-backout project bf tbo 4ate oi 

retir ... at of tXlltlat p1aat. 

(c) Ill oapitaliaiat Uf ooet of capital Oil a project, tbe 

aUovaoce for fudl aaod dudat coaatnctioll rate abal1 be 

COIIPUted uellt tbo coat of oapltal u .. to fuad tbe project . 

(6) Oace tbe coata of a qua11!1ed oll•backoYt project ~v• 

been tecowered, tbe applicabilltr ot tbe 011-lactoYt Coat aecovec1 

ractoc a-.11 te~DAte. 

(1) &r!aloaDI~r ~~~~. lat ... k1At treataent o! 

tbe coata of eatraordlA&ff retlr ... ~t of plant eqqlpaeat ,. 
· ueociattd vltb tbe coutructloll of' a Cl'l•liUed oU•backout 

project aball be eoaaldered b.r tbe C...laaion on a caae-br-caae 

baale alOil9 vltb the calculatloll of tbt 011-lackoYt Coat lecovery 

ractor. s ucb eatraordlftltr retir ... ata abAll be 1dent1t1td at the 

tl .. tbe utility petltioaa tbt eo.&laaloa foe approval of & 
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coni!'fG I tlo~cU und,erllfttd &rt &dditioal • VQr~ iA 
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[Y.tCUTIVE ·DEPARTMENT FILU 

DOCUMENTARY FIL.E~ 
. . . 

t. ,.. ......... ., ..1111. , 
~'·~'' r.a.c.; ~... , 15iil ...... , , .... , , ·----- .._.'- , ______________________, 

· . n. te1l .. bt c..iNl .. n ,.ntet,..., u t.M ''.,..'"• et 
~a. •nera 

....,.. '· f t'UM, DUnla 
lwal , ..... 
..... •· a.tner 
~ •· ...,.,, nz 

..... 1&-.11 

- &RUN m.l MI'"'G 

If ftl CIIMIUJCIII 

. all ........ ,... ... &UU.U. .......... , ...... _,,. 
,., ..... • u. "'..._, ... ·fll ..... m.Nt neru. hall•••· 
ul _,., 1M •••dl7 el ........ nt.llfCJ), Jtt •• cu, ... 
u•.azcs,, nert• .. Ute •• 1a .,.., •· sun, , ..... J,.. 2•. 
ltt2; ue c:..t11t• ~ .. ~·· e1 _,.._ ... •• .. Je 
21•1 .u, nett• w.ht•trntft c.. 

bl• n-n.u .... •tt!Mllr • ._ .. ~ .. ~ tM ~.t• 
ill Or,.r ... 1111~, laM~........, H, Ull. u nat., 1a cut 
C.lft, tltt me •u ........... 1M .... - u..etH~ electdc 
~4usu .. fer t~tt r ..... n- ef ..-. ., u.1-u .. eenau 
...Ufl., ...,l,_.t,. .... ,.u ....... , .. ftt• wtU ••••.ur ,, .. 1 .. eu ,.._.,., elMUtacr.• ....,., u co 
111 .....,u • ..., ,_.._, .. a .. u. ,.,.nfl), r1e~1 .. aucn .. , 
ill -18ft•• -~ ~ PMl ..... ,...... .... , CNt ...... , c ..... 

la Or••r ... 11922, till ee..i•at .. ,,., .... te ..... ,.ratr•~· 
UJCcJ et '" nle t1 •n elurlr aute '"' .... t1tt fff.MrT 
,.,.... et a '""" u. ..._ •••nlMI .. M eU-Mctr•t, al! 
beMtlU ... all ...u" .....Sa&M wiG tiM fn~ 8Helf M 
_..,..,., fer waUfl••t• r. .... ,.....n' ,., .... , te tM 
nle. ':Ill .,.,.... -• •••• .. ..._. UHal S.,l..U u. 
~ .. , ....... ," ce au .. ..,,u..., ~tau .. u " 
calalu., u ....uttrla et u.. ... IP'h,.. •n• till, ...... 
r~tnlleu u M , • ..,.,.. Ill!' tM .UU.U• ,.r .... t to tllb 
.. thMolewr u ., .. ,., tu. u all..., an•UJ ~ tltt nle, t!le 
altbete net .. the ~ .... 1 .... ,..,. ........... '" 
pn'eet Mtlll 111 ,.11 off fuur. Puawr• """ VMU 111 
uaehl to eoafOI'a to the latter ...,.. 

A pD!ic bMrt ... waa bell .. tM pr .... od nh .......... oa 
.hllJ 21, 1912, Mfore t!le ftlll c-tut•. ble zs-n.u, u 
reflect., f.a ~..,._.u •a•, -uiu ~ ...... renltl .. fr• 
• .,. .. ,i ....... at tile ~lie lteartat. 

It u t~Mrefon, 

ODDD br tJ\1 ncwlla hbUc lemn eo-taai• tltat tile 
... ndlleau to ble 21•11.11, n.rt .. Adalahuatift eocte, .. 
ren.cted Ia Appealla ·&· auao.• berete, .,. hereb)' ........ lt 
ia f~tt~•r • 

QRDERED t~at ble 21•11.1•, •• t!l•a ........ " fil., vith tho 
DepartM11t of lUte to Mo1tM effecu .. u ,,...,i,.. W law, aad 
apoe COIIPletioo of nctl fU1at, that t!lia foc1ret Ill clo•ed. Jt h 
fvrther · 
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DHttet ... 1202J1-n 
. Otfer ... 11111 
,... 2 

a.atiiD IMI I ltlt-t If ...... M ,_Uea.M 11 tM 
nnt .. W.Uieua&tft ... u,. u """ .. w lent• 
UO.U(12)(.), ned .. IUt.c .. , tiftat •d.n ef tM ftUtll .... 
te , ... nl• .. " ....... 

IF ~•r ef tile Pled .. ,.u. lenl• C..Uei• Uiu ~ ' .., of--· lHI, ~ 

CIIAL) 
cu 

CORiflaZOIID JIUU ......... 

D:tllft II' ~ r.aaaa 

e-t••'• •• 

ftia n1• ua Nee ,.._..,, eluUI .. , ... u, .. , ••••• er 
eu.lr lrJi' "'* tae ,...,, •• .. ~"'•"• ., .. eu Nlfteet '" "' wtU • l....- M .. .._.... •1e1r • tate Mail 
ef HtU.t . fH1 ...uti •• ......... ..._, In tile 
rat.,.,._,. t MU ... lUI '"• ....._.lal ..... la .-nniNCT 
la tana ef ..uaet.t iMfttiftl .. .._ .... ned .. !• .......... 
• 1U tint ....,.u., _. ..tau 11 tu u ...... , et ,.. ...... 
Utft ..... Mnlftlt .... , , .... ,. ..... , ..... ,.,. 

Dllch9 12M '" ...... •ua..&• d Cilia ... •t.c..u .. , ,...nl 
~t.ui .. n rat ... '- tlalt ..... , .. te utW• fa • ,..,.,., .. 
of tJte lale. rw tM _. ,.n, Ute .,...,tt' el Ute ~uieHn 
au..., &Ut u.e aifti8f Jlale a• Mt..,. .,..., t1111 ..... it-. 
.. ,. ia tM flrat ,1 ...... , •w IMM n•lut .. u reaUr .... 
eo ..,., .,..,..ur, '" ... , ... , ... ••t•r .... , ••• '"' 
wttat ... _..LMel r ..,,,, ... at _. '* ... _. tM ...... el 
wt.at u ... n•hd••n ... ,., u .... ,.. fte real ... ,.. ef 
U.ir tenfut.• •• t.ut tM .,_,17 -'•'" _.,., .. n felt 
Uat tltl "-" ... nle'e ... lete relU.. • ..,,utM fn1 aan...- ... •U.lr ... wtaat t~t~ _,. .. , ... ,. •••• -.. t~t., 
,.ct. ... • ..UUlaU• _, , ..... ,. nlt1da. Otlter HatM 
~·· .... fer ....,. "'" cut IH nuti81 lale "' •• "'",. .....- iMitiU"' te IH el .. ulc nUliJ ..... .,. ... &Ut it 1a 
laa"""uce te ~u,. a ne1ect • .. a.uu .., allow ,__..ry 
oa &MCJl• atule. ..,.rel ·If t.M ·~ .... Claaa9•• ...,.,. uau 
cnclul•. 

lefen tu _.tnau .. , lito ou .. a .. t cue lee09ecy hcto~ 
wu etnft11c .. eo cut eect.aac" bel .. n.,. ... 11 .. c•mt•• tJto 
tate ef • eU baellotat PH1.oct. llace Uti ,.f'fU• of nell • 
,,., ... u te .... t•ll aM •nan ••• ... h •1fer c...-tt1', 
tbil re .... f.a9 •• ... ~ato _. "~'· I'll tu ... _.., tJao 
ou a.aoo Cen a1a9ory ranor u •11 111Mlf UN u hel 
aa•U..· tucou, ~· lale !au Met~ _.111 .... tilat ue 
~~-will,, ... ...-1 Wlitltt u .lflfM .... cl.,. ... f .. l 
............ '""~ ....... , If •t • "'' ... u .,,,.,dltllJ 
torwM •ou a.au .. t. fte Jractlal renlt ia tllat ""17 If.•• 
eoaeonaU• ••••n• artn~t ., .. 11..,.. t.a tM C:OUornU• 
eon aecoftry ranor .. , M a1 ..,.. ia t.M Oll lactoat ee.t 
aocoftrJ raccor. 'l'hie ro .. ual 1f ,.uCJ' u •• ia uo ,...Uc 
latoren. nat 111 NCIIoat MeoiiOe aopplJ at .. nuo~n• la 
aaloat.ablo _. .. •lforT04 ca,acltJ le part of Ciao .-allflcatl .. 
cdtorla • 
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Order ~. 11111 
, ... J 

tl ,... tltewt, ~•r• le a l.,iti .. tt ...,,,ft t~tt Pltrlda'• 
euuu .. '" , ...... u, .. " ..... 1ate '" flure. lowe9er, tbe 
..... , te ~· •u ... ll Mt 1M · aenleut" re"'"ry ef 
.... ,1~1• .,,, .... , ra~ it 11 '" r.•,.r ,, .... , ef 
letlti .. tt ,,,..., tllr.._. .._ rate ..... ., ... ,.. "''' all 
MfttflU Cwtltn lHll .... fen .. a,.diJ ent .. e) IM•U Ht M 
'"' to calnlate .. , ,.•iat• far aU INetMt tr .. tant, elace 
~llu t)'PI et "" -. .. ,., 1M •rt.aarJ ,.,..,. tf '" pro,•n aft4 
1M orltlaal ,.lt. 

1-.•er, .._ .. ,.,,"If.._ -l•a& .. u -.." '""' u,. 
preel .. lJ tllU - tNt 11, iH1 o. .. all MtttflU U tt.t rtH9tff 
.. , •~• ~eltttnu ... "''". • rtnlt 11 &Mt tH rn'",.re 
af Pltrl .... , ,., fer u ell ....... , "''Ht wttNt ,, .. , 
,afl"'le 1a DOt rea111 ~~ MC*U t tf oU, Ia a .. ttt .. , tiM Ulpen 
of tbe coaetrtctt .. aa.S... •••r~,..ldtratl .. all... '" ett•ttlee 
to art•• Vbtrt tiM .ct1ttr u tr•~,., .. a.,.1trat., ,,..,., .. 
... pro,tet ~.... it ., ........ ~ 11 ... , •• , .... trtttt .. 
,,,,,... rer ea..,lt, a traulaild .. UM rill ,.fer .. ,.citJ a• 
wel1 u dt.,lan aU. ...., ...,... fH tilt ._.,, t.Ut all of t~• 
fotl ,..,.,, wtrt u •lla,.ar. ..,,r 1M .. ,,,,,,. , '1u •• 
..obodt .. ll , ... lalt ....... , .... ,, ..... ttllltJ ... 1 .... ,, ••• 
to a. tlttt•l• far ,.,.ltrat., r ..... rr. 

lt ,,, .. , it 11 Ht ,..,~1• " ,,,,,..._ vha~r ....... ta 
tJM tU/,.•nt "'' htl 'i.fttnaUa1 wUl .... , '"' tiN Ute af a pro'"'· lowtftr, .. till .. u ttrtata. ~· Jrtn tf au .... ••t alwa)'t bcrtaH aad tilt nt•• tf e&JMUtattl ,. Mt r ... s.. 
•~• .... ar deer••••· fh11, a ... lerattat the eaJttal re,.,..nt at 
the ·~•• af tilt ratt,.,.r, Jla .. , a ,,.,r.,.rtt ... te ~,, .... 
theM rau,.,..re ,., for.., .-.. ",,, ... ,,.tUoeal rbke, a 
tr .... ..., prtce to ,., t•~ .,.ttioaal 1Dctatt"' ~~ are elearl7 
net ........ ,_,, aew iftoeaU"' art oa..i .. tlJ ....... Mf1 bee•••• 1.-.dtatel)' .tter tM old nlt waa ·~., c.. •Uli ~ 
c:_,...s .. fU., for .. ,,tal r.-.. n .... , tt.at n.lt. fte•, it 
appear• tbat tile wtlliti .. ~ .... 1 .. 1 ooaei,.r .. ~ •1• nl• 
aafflcioetly ,..eroaa to eaco.ra,. oil ba~oet tfforta. 

WbUt lt •Y 1M appropriate fH u. -s .. s. to allow .... 
aob3ect1Yi~ 1D their dellberett ... ., tt ~iflcatloa .., 
r•~•n of tU blieloet projecu, J btU ... tut Ute •jtrltJ of 

.tM ~adoa bu '"ret..,.. tu rtae...-lt preca•Uou t~tn are 
~••an to protect tile ,.,., 1 ... 1 ef ~ .. !• neaibUlty. 
That, tM bjuUn .... h tM ratt?eJtU ~ enaetiat ~ aew 
ral• u twofold. Plret, ~, •7 1M fornd iato ,.,.u, fo~ tbe 
ac:ctltrat .. COlt Of U OU beCitMI pro'"' QOft DO htl NY11t91 
btftefitl are actaa117 rtalla... ~ ,....,1,, rat.,.)'Orl will 
11011 c:erulDlJ M paJlat .. ,. laceatht " ·'lara to ttt. otilltJ 
~h• titan ... a Iller tb ... el"a ulr .. tor • 
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(l) DIPlllTIOII. •• Por CM "'"'''' ef Uh hle, U. 

(I) -.ea•ell f .. l" ....... &1, aacural J&l, we.C, C .. lltUICl.lt 

1 rtf•••· ~l•••••· er .., 4eriYa&lYet el •uc• ..... ,, fuela. 
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(~) -cta•eral .. C.ec" ..... ceata &I .. ,.,.,._. 'r ~ 

C..lul .. tt M naHaalltle 1M aeattal')' far U. ua•enlea ef u 

eaiectaa ell•flr .. , ,, ... crcle, , ... ,.,lac .. ~., c. al~ ~ a 

••·•U f•l. a ceMlaaelea ef ... U f•la, er a ••-eU/eU 

fuel fliiCare. lud c .. tl diU la Me, ht uc M Ualeed ce, 

eaal .. erlat. alalalttraclYe 114 leial •••ttl "- uec ef 

••• ,,. .... ,., ., .. , ..... ,.11•&1 ..... ,,., ., alltat ... ac 

·~"l,.eat 1 ..... u fH1 crau,etcatlea •• ,,...,, •l•a4Sit, . . 
preceaal .. , eterat•• ,,.,arac&ea, er al&lll f .. llltletl ,.,.,. . . 
hMYil er "''"'. •••••at, .... l,..at ... flalUtlN MCtiNI')' 

c• peralc t'- cea .... tl .. el ..... u fuel&.- U. '"' af 

"tn•Unlaa u refurlltlski .. ~teU•n ce ,.me U. c•lltu·u .. ef 

aoa·•ll f .. la; aad U. cest If all •~r facilities reaa ... lltle ... 

aecessar.r c~ allew ~ ceaYertl .. ef aa ealstliC el1•flr.4, ,, ... 

C'J'Cle, 'l•aerut .. ate c. at .. Ml"& a ..... u r.el, a c.Ulutl• 
. . 

ef .. a-•11 fuela, er a ... -•11/el~ fuel alae~, _.,,._, ~ 

UIU &1"1 lKI&n'M Mfel"' ~r after Ue •ace ef la1Ua1 U&Yertlea 

tf IUU facUlty. ~ c .. u abll alii lac1u4e eM re ..... u. 
cetu ef capital, taaee, ... .,.ratlaa aad aataceaaace cettl 

aatecl!• .. viU •~ cea••nl•a, aatll •~ coata are nc•••r•d •• 

proYl4ed ta aullt1141Ueat McUeu. 

(c) "CuaulatlYe Prueat Yalu ef lapectt4 llec SaYl.,a" aeau 

cuaulatt•• pr••••t •alue ef "' total aec •••tas• 

aaaaal•elll-••·•ll•f .. l·••P•.,.-4ilf•••••••l aaaeclate4 vl~ ~ 

prop••e4 eU•back.ouc project, lacldlAI ~tit aoc Uat ce4 to aaaual 

oll/aoa•oll fuel eapeaae dt f fereaclal leta tbe projocce4 aaaua1 
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., ~ ,,.,. ... ,reject: 1ett ~ ..... 1 , .. , .... ,.! ••• , ef 

capital .. ,..,, aueclau4 wtu U. ,,.peM4 prtjeu: 1eu tlaa 

aaua1 eU/aea-eU ua • ., .... fUhreaUtl aawlatt4 vlt• U. 

,,.,, ... •r•J•n; leu tM ..... 1 eu/ ... •tU .,.,.,,., aa4 

.. lau· ... , npeate 4Ufareatlal, aacl.,ift ef f•el. ea,...e, ef 

U. ,,.,.,., preject; lett U. fUftnaUa1 uu a .. .clua4 v1 u 

U. ear11 ,..,,,..,., ef ealtt1~ plaat ... U. ferate4 .capacity, 

I f ..,, 1••• .., euer •••tt 1 arref ,,.clflcally •• • ratult af 

t'- •~••••14 tll·~acteut preja · t, 1111 liZ tt&fr ltft!llt! 

tpeclflcallr· c•!(•rnf ae t !!lil t tf '" trtpeae4 til~~~~!¥! 

rreJecs _..U.r ·~ ctttt rr ,.,,,,, tr. lacurre4 ~fare er 

after tbe c ... rclal la•tel"riu ,." tl U. ,...,.,., pnject. 

c 2) PUU'OII. 

(a) TM OU•Iacknt Celt ~'"" •acttr Ia te ~ uUlht4 

fer u.e nee.,, ef eMU ef lllfl .. attac .., tl U. ltUwtaa 

tu,ly•tlfa, eS1 ctaterratl,. .,,,_,e, U. ,,, .. , pur,.•• ef 

v~cl lt U. ece ... lc fltpl..-.eat ef tl1 aeaerate4 t1ectrlclty la 

flenu. .,.. .v&lda are te a.. f11Mt4 1a U. .... ., Nt fen• 1a 

f!~tecti,. <•> a.tlew )7~ ... ~eat•,a•l•a•·••••lttaa·f• .. -•._ 

~•••••• .. •••-ef-et•-t•• .. .,e .. ratt .. •ia•.._·~·•·f•t .... 

OS11G 
7/%1/1% 

1. CDifYB.SlOI cost.- C..ftral• ef aa nlttlaa 

ell•flre4, tteaa cycle, aeaeratlaa ualt to alae b~rD 

a .,.•ell t .. l, .a , .. ~laat1,. af aoa•ell fuela , or a 

.,•·•11/tU fad 81atlln. T• tlae eattat 

te~elealcally practlca~l• aDd coat• 

effectlYe, pro•ltl ... fer future ece ... lc fuel 

avit~ ..... 8Ultl•fuel flriaa ca,a~i11ty ahall be 

aa4e la erder for 1~ a coa•eraloa project t o 

qualify for coat reco••rr throurb the 011•1aekout 

Celt leco••rr Pactor. 

1. TlAMSM1SS10M LIJI COMSTlUCTIOM COST.•• Coaatruct1oo 

z 

CODtliC: Wo tda OndtrUptt an addiUODII words iD 
••~~•--•kr••t~ t1P' are eltti~ ! rca ea!•t~9 lav . 

- -=---=::...=.::..... ___ _ 
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- ... ...,.., _ r.;::: .... 11111 

el cr .... &aalea 11 .. 1 lacl .. lll .., relace4 1__. aa4 

1.., rlt~c.. ,_.,,,,, ....... ,.,,.rt eleccr&cal 

... ,,...,, vtt~a Plerlu vllea 1M ,,,.,,., ,..,.,. 

el c11e uanructl• ef clle u... 11 ce &•roaM eM 

~rtatlea er traaafer ef .. a•ell 4er1• .. 

elecntcal ... ,.,. • elU.r a fin er a .. a-fln 

~ .. ". 
J. At U. 4ltcftt1• d U. C..haiea, eU.r ujer 

,.,1r•al4e ell ~ .. ,..,, ...... .,., ~,. prlaary 

,.,. .. la clle ecteeQic 41a,lac .. eac ef ell•llre4 

, ... ,,, ,.. ia die I &ace .c nerau. 
c-l De OU•Ia&Uft C:.ac IHewer')' Pacter diU Mt ~ UN 

fer el U.r U. ncn•rr ef die ae&a el a pnject u. ,nary 

pur,.•• If diu b ce aerY~ 18cnu .... ,avatt • ...., er fer ~~· 

rec•"rr e1 u. ·~u . ., a ~ ·, ... ncb~ all: · 

(J) QUA&.lriCU'IOI n.ocaaa. 
(a) u,.a rec•llt, el a ,.,,,~ tr .. a •cllltr, er .. ca. 

«=-lu1ea ' a .- •cl•• ,.uc ._rtlia lUll~ ul4 te •nona .. 

W.U.r " · ..uert .. a,...,. ... '"Ject ... "'-''-'till 
OU•IacU.t C.at leceYery 'facter aay ~ .... te recower. U. uau 

1f u. pnJect. Slid .. , ... , .. u .. IMU '- ~ .... • • ILM1ac ~ 

u. c-taal• ta..u 

OS7 1G 
1111/IZ 

1. n. prlu·rr ,..., .. 1 ef ca. prop1aH pnjecc La tae 

...... ac u.,~...at IC eU•Un4 aeuracha la tao 

lute ., nan .. ; 

&. It ba Mia ...._. ., a .JtepeU.ruce e.l till nUeace 

~~ ~,. vlll .. a f!Pltlw. C...1aclw. Preteac 

falue 1f lapect .. lee Sawt.ac• ce recau aa.c ... ra ta 

nlrt4la wt.cllla u. Urac , .. (10) , .. n If 

c .... rcia l 1peratl• •I U. propoee4 pnjen ; ucl 

J. It ba h .. sa..- ~ a prepeuera.ace ef tile n14ei\Ce 

J 
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u 
u 
1l 

14 
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17 
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lJ 

20 

%l 

1l 

2.l 

14 

1S 

21 

27 

ll 

2.J 

lO 

ll 

........ aozs,.e 
~· ···:::, ... lUll 

~., . ,,.,.... ,,., .. , ,. ... ... , 
...... acll alteraact•• awa&l••••· 

c•> r.. ..... , e&11 .... ,,, ... , •• ,. ... ,,,,.,,.,,al ~·• ,, 

cal .. lace CueulatiYI Preeeat Yal .. ef lapecta4 let la•l•l• •~•wl4, 

if ,racttca•l•• .. ••rlwa4 ., ,..,.,,, 118Ulacleaa ef ~. 

•UUtr'• •a.,acu vtD ... vau...t U. ,,.,., ... , _rejacc. Te u. . 
aaceac ,racttca•l•. 1 ~ .. ferecatt ef ell __. ..... 11 fuel 

,,,,., u4 &acHMa&ll "" e1 u,ual •MU .. ..,1.,•4 u 

calcalaca aa ..,.c, .. ca .. ••tlaaca aa4 .. ,,, caea eatlaaca ef 

~laU .. hlltat Yal• It aa,.n .. 1ft laYlafl• nt ,, .... , 

nl..a •hc ... c rata alaaU .. ~u .. ta 0. •UU ry• • ,njacud 

tacr ... acal alter•taa .. ,, ef ca,t~al fer U. ,,.,. ••• ell· 

kckMt , ... Ject. 

(c) "' ••ceta& .. tl .. el ~,._, ~ 011•1ac.._c C.et 

lauY~ry Janer h ''h ... it nce\'lr 0. '."u el a ,...,,,_. 

,,.,.,, ala11 .. raa111 ...... ., ~ c..aaeelea •rt•r ce er la 

ceajuactlea vi~ llc~ .. aaa __. ''''' te ceaetr.cct .. af ~ pre• 

,..14 preject. •leu •hl4 ., U. C ... lutea. 

( 4) CGITI TO U' UCOfiiD Aim COlT IICOftl'l nocJDUU.S • 

(a) a.- a •n•ntuu .. ~ u. C..balta ., a ,,.,.,_. 

oll·~ackouc ,reject ._. .. , U. ce .. lt1 ... If au•tectleaa (1) ~ 

U), a nUtty uy M macH U. utMTlty a.y ~~ e...t .. laa u 

rec•••r ~ coat ef •~ .-altfrtle ell·~ackeuc pnject ~rouab aD 

Oll•lacklut C.tt lec•••f1 Pacter calculated aa4 applied la 

c~ajaacttoa vi~ ~ '••1 ... PurclaaM Paver C.tt laco•ery . . 
Cla .. e. r.e reweauet te M ce11ecte4 t~reaa~ tle Oll•lackout Cost 

leCOYifY PtCtlf fer a ~allfled e ll••aCkiWt prejeCt Jbtll .. tle 

,, .. ,., .... 
•. ~-···~~r4t•ef·~·-···~············-··,···· 

OS71G 
1/1.7/U 

4tffereattal·••• .. ••••4····~-·~·-~··•••••4 
att·~••k•••·pre~••tt-er 

' 

coc:::: ~or~• Onderl!pa~ &re at~itioc., vo:~a ia 
·~~·--·~~•te type are deletions !:oa eziatiat !av. 
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' Dlllla ... aD2S7-IIJ 
.-. ... !1111 ...... 

ecrala~c 11 .. fepreclacl .. eap•aa• 

... •••f•l" life ef "- 4V&1lfle4 

all•bac-.~t ,reject, ,, .. ~ caat ef capital fer 

, .. 4f'l&llflM aU•hU..t preject, plu ~ actul 

ua • .,.u. af "- ... 1Ula4 tU•kck ... c pnject, 

,,., "- all/ ... •tll .,.,,,,., .-.· .. saceaa.ce 

..,.... flffereatlal ef ~ .-a1lflM al1•back.ut 

,,., .. , ... wuu ..... u, .. S.Cl .... 1a •••• 

raua lliL.''n•We• r« eM anv! .,, faYtau 

ll!fCl15!4 V! f~ "' lflf!Ct (lf f!!ltlYe) tl .. 

.,,,, .... tfflt • ·~~~ ftlf!$lltt••· 

(') . ..... ,, ., • ~1111 .. tll·, .. ~, ,,., .. , ~' .,. 

rtflecct4 ta tM ,.,. ntet ef •UUcy M&U tie '"'"'a4 Qr•~•~ 

eM Oll•lackt~c C.tt lee•••, Y&&ttr. 

(c) U,M fall ..,nclall• !I U. ..-111114 aU•hckMc 

prtject, Cttt teeeYerr ,.ra ... t tl ll•l1oll(')(a)1, ~11 

teraiaate 184 eal7 ,., actual el1l.,.•tl1 .,.ratlll 184 

•lauaaact .. ,. .. , flffanaual, awul" ef fw1 apuae, ef 

u. ..-uf~e4 en·•aa..t pnject vUd w.al• unaally tie lK1~e4 

1a bate racea ... 11 ._ nc•••re4 tkr ... ~ ~ Oll•lackeut teat 

· lecoYiry Pactor •ell nd u .. u tMII CIIU an lK111fM 1a U. 

MH raua ef , .. utlUc.,. 

· (f) ·oace approYM b7 tM C...laatoa, ~· coact ef a .. a11fte4 

eU•badteuc project tlaaU ca~tln. te M nc•~•nf Unuc~ U. -OU•Iac.kHt Cote lece"ry factar atU t..U u.. u U.,. an . . . 

taclufe4 la U. h11 ra~•• ef U. utf,Ucy. · ...... u,., eM 

naaialaa uanc•••r•f cotta If U. ~1lfle4 ell·backlet preject 

allall M nlle4 lace tlae utlUty't but raua vtUcnlt a1toria1 tM 

4epro~lacioa por1o4 at ~ ucl11tY'• .. at rate base flliat aa4 

1J coat nco•ery fer w ca1Ule4 tU•hckout project urouc~ t.lae 

lO OU•Iackout C.st loco•ery Paccor allall ceraiaau at tb UN cbe 

u 

0571G 
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C.O::JG' aocct.a On!!u!iA~ ace acl41t1ou, voccta 111 
nnett-tltH•f• tnt• are e.!e~iou froa u!ac!Dt l aw. 
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...... , ...... ,,., .. ,.,. ,,,.,,. 
tvt·t~l~l ,, ~ '''"' .,, .......... , ............... , •••• 

4tffertathl tiNClUe4 WIU th ... uu .. tU•~tekt•n prtJtU 

1a .., lia•HtU ,.,, .. e&CNU IMH Ultl rtUe• tau a.ue 

,.,,,, ~••• ..,,,, .. al · rew.auea akll ctatleue tt a.. cellecc•• 

~'"'~ u. OU•Iacbu c .. t lectw.l7 facut tM· .,u,, cewar• 

~· acct1eratt4 rec•••f7 tf ~. &aYttceeat cttt tf "- ~tllflt4 

ell•"•ckeut preJect .. ,,, .~ ,, .. aa ~ •••••~•t la f•11r 

rtpal •• 

.C•> "- Oll•lack .. t C.• t lec•••ry Pacttr a,l&ca"l• '' a 

4'161lflt4 tU•kck•t prtJtet e 1111 M ttU•t•• ew.ry ala eeat._, 

1a ceaJuactlN wt~ ~~ ,.,, .., hnutt4 Pewr C.n lte1Ytf7 

Claus•. , .... ,., wt Q ~ flrn tla .... ~ ,.11., la dld U. 

.-allfl., •U·•edHt pnject la phc .. lace c-..rcJal ""lee. 

n. uUaau aliltU M hit' • ·u. ... ,· &Wn~t jnjtctleu tf tU 

1M •••·•U f•." . prlc .. , tt~r .,tratlta ... aaiauauce •• ,. .. , ... 

taaea, ,., klltwatt·~ 111 ....... t~ actaal Ctlt tf captcal 

ftr till• ~allft" tll•kcktet prtjtct. A ,,.. • ., .. ,uataeat, vltk 

lauren. ~ .. 11 h .. ,, ct Gt ... ef eed ala-ata~ ,.,,., " 

recoacUe •ufereacu lletwea 11Uaat•• ... actual uta. 

(f) Opoa a alilevlq ~ a pnp ... eruu tf U. "''•ac•, U. 

c-tsatoa, 1a ener ce pr•••"' u. flaaKlal lat .. ntT tf a . 
•tUl tT ... , ••tllortu tlilt c.-.ac .. at tf reentry ~rouall ~ 

Oll•lack .. t C.at lec•••rr Pa~ter pr1tr tt U. plac ... ac lace 

c-!~clal ''"~" ef. u appr1Ye4 preJ~«· 

(S) ACCOUWTJKG. 

(a) All r••••v•s ••rl••• ~rout~ ta.. Otl•lacko•t C.sc 

ltcoYiry Facur shall a.. appUe4 solely te tlw con of tllo 

qualified •11-~ackou~ project. Separate aua.accoaacs skill ~. 

escablis~ed co .,ec1f1ca11y l••atify aaouacs app11ca~l• to oacb 

qual1f1e4 o1l•backou\ project to recerd : 

OS71G 
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CODIMG: wor~s Onde r!!ped are a441tio~; ~rda iD 
••~••--•areete t~ are dele~ioa• fro. eai•tiD9 lav. 
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lO 

l1 

1. ta. cetc ef '"'crucc&tal 

z. ~ ,, .. , , •••• ,.,,. , •• ,, 

~ ..... ,... 
c..-. lUll 

-~~ 

J. "- 4tpreclaciea ef ~ plaac v••• lc lt place4 lace 

··"''·' 
'· "- upl w ue4 c• ,_. U. ceanncUea ef clle ,,., .. ,, 
s. "- .,.,,,, .. .., aaJac• .... • ••,.•••• ,.rcalalal ce 

eaa pnJecc; ... . 
•· "- cu e.,.ut ,.natal .. ce •ada pnjecc. 

C•> Ia~ ~llfle4 el1•kc .. uc preject tMll ~ ..,aracely 

l4eaclf1e4 ' ce ,.,.,, applluc! ea •f .,,,.,,,.,. caplcal rec•••rr 
tclMchal... AIHClatM Jl&al- IM feMf" ICClYit)', •al&acet, aM 

ue caplul rec•••f1 acWIIle ..,. .... IMll M utatalM4 •• •14• 

recoria. n. ,..· ... , tde411le tMll M •••11•84 te recenr ue 

laYen .. at ef ..U •UflM •ll•kl._t prejecc· -, ~ uu ef . ,.,,,. ... , •• .. ,,,lit plaac. 

(c) 1a capleallflal aar cen ef uplul • a pnjecc, ue 

allevaace fer f\&Mt .,.. ••nac , ... ,.,..,,. race tMU M 

coepute4 ~lq U. cen ef CQha1 uet ce fa;M U. pnjecc • 

tf) ·oac. tile ceat• ef a ~111 .. ell·•ackeuc pnJ•ct ka•• 
~·• rec•••re4, U. .,pltca•tllcy •f ~ Oll•lackeut C.tc leco•ery 

Paccar aMll centaaca. .' 

('7) muGUIUif llti&DDTI. lauukiaa cr .. w.ac ef 

tile coau ef uuaerilaa,. ~·~tr .... c ef plaat a~l,.eat 

uMCiau4 viU U. ceanncclaa af a 4UUflM eU·~ackMt . . . 
prejecc sM11 .. ceaal4ere4 'Y ~ C...laaJoa •• a c•••·~·c••• 

\ull aloq vlU ~ · calclllatlea ef ·ca. OU•Iackouc c .. c leco .. r, 

Pactor. ~ eacraor4laa,. ractr ... aca tka11 ~· ldeacifled at ca. 

cl .. ~ utility peclcleaa cbe C...iasloa for appro•al of a 

.-a1lfy1q e11-~acteuc pnJecc. 

S,eclflc Aucbor1cy: Stf.OI(l) 
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CODiliG : Vocda 0!'!4frUned an addLUou, wocd• 1A 
••~·--·~- C7fe ate delet1oaa lroa e&1aciot lav. 
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BEFORt THE PLORIDA POILIC S~IVIC£ COMMISSION 

In re: Petition of Plorlda Pover •I 
Light Coapany for approval ot an I 
Oil lackout Recovery rector. I 

----------------------------1 

DOClH NO, 120155-EO(IIIl 
OlD II 110, 10901 
UlOID& 6117/12 

OlDD AOTBOIUING I~VIllft'IOII 

BY THE COMMISSION: 

By Petition dated June 14, 1912, Pl nr t dl Induatrial Pover 
oaera Group (PIPOGl requea ted peraiaaion to tnter•ene in thia 
proceedin9. Bav1n9 revi~ed tbe potltlon, ve find that it ahould 
be 9r1nted. Therefore, it il 

ORDEliD by the Plorlda Public Service Co .. laaion that the 
Petition to Intervene tiled by Plorida Induatrial Pover U1er1 
Group be and the 1aae 11 hereby vranted. It 11 further 

OlDIJID that all partiel to tbla proceedlnt aball furnilh 
cop1ee ot all teltiaony, exhibita, pleadlnt• • nd other doc~aenta 
that are tiled in thil proceedinv, to Jobn w. "cWbirter, Jr., 
Eaq., P. 0, lOX 3350, Taapa, PL 33101. 

By Order of the Plorlda Public Ser•lce co .. llllon, thll 
17 th day of June, 1912 • 

( 5 E A L l 

BED 

JfHf 2 1 fCQ? 

nc::c·o fvftAC 



,\ 

• 

• 

• 

t1 rea ,.ctc,oa of r1ora.41 
...., • ~1ttac co...-r tor 1 '"'"'1 co rMO'Ior uo coec of I 
1~ 100 IY craaa~ .. lOa •ro, ... l 
WOUf1a U oU baoi!OU& feaHrl') 
Caesor. I 

DOCKI! 10. 120111•10 
01111 10. 11217 
tiiCMtla 10•1•12 

MUJI'D 

OCTS ,_ 

MT&DUT • 

fto Co.Uovlat c-u• •oaon puc1ot,.ud 1a uo dUpouuoa 
of UU MCUCI 

JOIDI r . c:uaa, c:uu ... 
unz llt'-""'01.1 

utiUUICUa 1111uw 11. QiUe ... J•'• Iauer, of cbe 
''~ .... 1, ....., ~ ~'•• 1•oo •·•· rtr•c .. u ... 1 .... ll ... , uaaa., rr. UU1, oa ltelltU 
of f1or1 .. ttwer • "''' CllllDf. 
JoMflt A. ~1a, of uo fln Lavaoa, 
llctllu.ruc ........ ,, •· o. loa uso, 
!a ... , rr. JJMl, oa MMlf of florida 
laclucnal ,..,. OHra • ..,. 

•t•• rote1• ._2U1a ~t• ... ud •tc:baoJ. 
: ... , out .. ., tu.u• e.ue1, ... •· 

• t leUaM IUf., tiU .. eeeoa, rL JUOl, 
oa Ma&U of 1M Cl&U ... of Uo luco oC 
f1or141. 

loftllle 1. oa.u, a.r., 101 1. aauoa sc., 
taUIMoaM, n. J2ld1, oe beulf oC uo Co•ualoa 
ltaff. 

WU1Uil 1. IUHIIJ, a-oral CO•aaoJ. tad hCblMfl 
YUlecoru, 101 1. Gaia .. acrooc, TaUu111••• 
n. l2l01, u adYa.aua co uo co•unoeou. 

rqar. Wll 

1Y fU coaiUIC. 

11' a poUctoa CUed oa M.rcta lO, UU, rlouu tower • 
~1fb& coepaar Cboro1aaCcor rtLI ... ,lac ltfCOYtJ. of aa 01J. lackout 
con bco••rr raccor co reccwor cao coac of 1ca propoaed soo r1 
craoaaa.ae1oa llao projecc. 

~· ou laellouc coac Mco•err raccor aule, JW1e 2!•11.U, 
r1a. Adaia. Code, (berelaafcor referred co •• cbe lulel wae 
adopced by cu CO•unoa oe .:a~r 2f, uu. nte JWJ.e u 
1aseeded co auow Cllo ca.:dr teccwerr of cbe coac of Ul9leaeu:..oq 
aupply t1de coaaer••c~n ~tojocce Vboao p~~"Y purpo•• ~• t~e 
econoa1~ 41aplace•oat ot oa.l teaeracod electt1C1ty. 

~o qua~lfy for reco•ery undet ~· IUJ.e, a project :uar. :eet 
~tee teer.•s 

l l ~• prtaary ~ur~oae of ~~· project ~•t be tbe ecQnoalc 
41ap1aceaent o! 011 (~u1e 25•17 .111ll(tJI1), rla. ~1ft. ~~de l r 
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OIDD 10. 11211 
oocu: 10. uaus-n 
1141 2 

2) ftere an 1M a cu•1aUYI •reteac Yl1~&e of eapecud .~tt 
ttYlDfl 'o rl&tflflfl vt.caia ell flrtc ,,. fllrl of co ... re~a! 
operacioa of cae projecc (111t 25•17.11(3)(&)(2), Pla. Ada1a. 
Code) 1 

J) fbi proj.-c .uac be ,, .... , ...... ,.,1 a1,trnac1ve 
&Ya11ab1t (~1• 2S•17.11C3l(a)(3) 11a. ~. COdtJ. 

ftl lull tUO prOYiciU ChiC llllltll Vli.YH bf 'bt 
CO.aiai10a, a proj~ IUIC bt ~' ifit4 ~acltr 'ht IU1t btfo~e 
coanncuoa befiu ( lal.t U•17 .1, ' J) col, rla. Adllu. Coclt I • A• 
flot. btfU CODIUIItci• lttfOCI Ut lt WI ld0flt4, 'bt LU~t of 
VlltUIC I VUYer tiMtu!d H ffUCM 11 JIM•& 18 CllU Clll. 

rtaa11J, Clll 1111 a11owt IN co..1ttl .. tt •~cbort.ae 
~OMtBC of 001& fi...,IC)' '''"fll U OU hCIIOUC ltCO'IItJ' 
ranor before I proj•c 1.1 fbtM la .... raul 11rnce 1f 
aeo1t11rr co pr ... r•t cit f .... u1 t.ac.,ri&)' tf a ~&c11i'Y (lule 
21•17.11(.)(f), fle, W!lilh CMtJ, Zl I.U fl&iUta, nc. IOUfbC 
clait aucuruau... ...,..", &a or•er ... 1011t, cat co•111uft 
laic .. cbl II ... d QU 4Miltc Ct Ut 111111 Of C~UAU.fiCIUOII of 
cbt projtoc ~&Dder ~t 1111 ... araatferr .. cbl l.ttul of vatcbt~ to 
allow "' 'o c ...... • ..,, rtol91f1 cbroutll &bt Clautt before 
c~rc1a1 operact.oa of &al ,,, .. ,, co &kl c..,.ar•• ptnd1n9 :ate 
catt, Dockec 10. 1200t7•10. 

ftt parc1e1 ia uia ~., iaclude cat coapanr, the 
Co.aitliOD ltaft, Jub110 CO .. ttl Ucl clat 11oricla lad~tcrlal Pover 
Otert <koup (ltJOO). l*lr aociced hurutt vert htld oa J\lae 11, 
Juae 11,, .half JO, aacl Mtute l, UU. 

Aa propo ... bf clae Co.f&lf, &be cr .... itt1on 11at project 
CODtliCS Of CWO 500 If liDtt aad lttoO~aced t~btCIC10ft facll1tlet, 
excend1at dova cbt florida tate coaac froa &bt Georfl&•Plor~da 
tcace 11at co Kar'ia aad IC. ~C1t couac1t1 vhtrt cbtY Vlll tle ~n 
v1cb cbe ••~•c1at SOO IV ~.,... :bt pro,tcc 11 fttettta~y co 
1ncr•••• cbt cr ... ftr Clp&ltlllCf tttcvtea c!lt Souc!'lern Co~~;~any 
Cbtcelaatctr loucbtraJ e1~1c .,., .. aad cbt rtL 1yac .. , aad 
chua al.lov Cbt pcareb ... of up co 2000 1111 of lira unic pover by n:. 
troa souchtra. loucbtra eapecca co b&Yt power produced tro• c=a! 
fired ttneracioa •••11~1• for ••1• oa a fica ba111 1n va:y1n9 
a.ouac1 cbroutb cbt ald ltto'l. ~11 1a ao .. c~tl te!erc•d to •• 
cbt coal b~lt. lecaaat of c~• projecctd ,r,c• difftreac1al 
becveen coal ... 011, nt.. Vbo ~·lua btiYl.!y on 011 Uud 
ttaertcloa, hat purcbattd up co 2,000 1111 of louc~trn't coal by 
v1re. fbut, COif1tClOD of ~~ propottd blfb •olcac;t tranae1••~cn 
11o•• v111 rtao'le cht aa,or 1apedistnc co che Lmporcac1on ot : ! e 
2,000 1111 of coal bf Vltt Cbac baYe b .. n purchaaed by rP~. ~e 
projecc v111 alto ~roYt cbt tltcc:1c ayac .. cel1ab1l!tY ~ or a i ~ 
pen~tu.Lac llor1da uc1!1c1et. 

The co..-.y preaencad ~· cesc1aony of :~r•• ~s.tne••••· 
ltt . !Uchatl Cook pr .. eactd :!::t C:)~ny't htl focecaltt, l1t . .:a:u 
Scalt dtacr1btd cbt pcojecc tn ~eca1l aad preaenced ~~e fuel 
•a•1n91 ca.Lculac1ona, vh1le ltt. J oaepb lovard presented c~e 
deterred eapac1cy calculac1ona and t~• qua11!1cac1on analy1 11. 

Kr. Ja•e• D1c~er :esct !!ed 1~ oppotltton to :~e ?t~~ec:·s 
··;al~fl c:ac:.on under :!':e ?.~l• on !)ebal! 'J! lU~J.~c : =unlel. :.11'1 :. .:.• 
:1~C presented no Vltneaaea , 1t &CC1Vtly ~ttlCtpated ln : ~e 

heacs.nqs, alto c:ontendu:c; c!'lac ::~e ;~~o~ec:c c!oes no~ qual:.!1 ·Jn~•c 
~!':e Rule . 

-
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Ipstrprtcasiopt oc sbt !glt 
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Ia ... lcloa so Cael •••iota, ~· co.paay 1dtac1C1t4 ocber 
cuu ... , ... _. pe••i•l• ~tr ue "''"'· tae CO.,Ur prt,.nct4 
,., .... , caaac ..,leu• ef ue ''''''' wu.l• aUov ue dtftrra! 
of ue 111 ,.,., .. uc• ef ue CMifUr'• p1aaa!4 coal Urect "Diu , 
ll!na on1u J U4l •,.. 0u11. ...,. oaua 1 ud 2 troe 1117, uu, 
uto ,.. un, , .. ,..uwur, ~~ uu aM ~· fte c-...r a1ao 
pruened ••UeHe ua& ...,,, 1• of ue '"'"' W'l" aUov a 
rtfte&loa 1a U! lplaa&af IM IY! r ... U ... U Cia! CO .. !!f IIUU 
Miacau. 

fte .-a .. u .. aroa• u •• " euer ....,flu, o&Mr cbu t1111 
u•Uta, coaferr,. •r u eU MaH& '"'"' CICMil• be 1oc11&d!d ~· 
su qu&!U1cacloa ••lrau. rDOG ,.. ,.~1c couaa!! sooll cbt 
poaUiOII CUI laH!CCiOU 1(1) ... (1)(&)(2) of Ul lull r .. "Uecl 
ue co.-1111oa co ...,1,., oalr t~&~l •••1.,, 1a ••••r•laiat 
vlleuer sbe ,,.,,., ..UU1 .. ~~Mer u• nlt. ne suet co~ cbt 
peaiUOII INC vHta Ul ... U ... Ma!fUI Of I r.''"' C!UOC be 
,.,.raced, •• 1a uu aae, U. ff•••• nl! al owe silt co•uuoa 
co oo .. ldtr all ef ue ........ all tf tbe .,_,t1u aa1001act4 
Wl&l Ill! pro,eec. ft! C ..... f ... , ..... caa& &a! Pf!l!ftl IUlt 
.. &bOU .... Ul Co•U11 .. &! .. Uid!C 111 Of U! CIOIU aad aU oC 
cbe beatt1u ,.,..,,, .. wl&a Lbe .,.,,.. 1a 4ectr•ialat 
qulUicauoa. 

ltc!Qal ~ CO.aialloa vu dia .. ciaCi!d Wicb cbac porc1011 
of tllt IUlt de&J.iat w1u ue AlC11lac1oa of cbt ...... , of nnat• 
allowed cbe C:o•,..r u add1UOM1 de"toa.ac1oa, ve opeatd a 
fll1..Uia9 uoec to coadd!r .......... to Lbt IUlt. ODt of clst 
llltfUCtd Cb!attl VI adopctd ..... IUitcCOG (1) ( C: l CO Mile CltU 
sbac clst Co.-1 .. 1• Mf coaaida~ all of Lbe coau ud all of cbt 
b!Dtt1c. aaaoc:iac .. V1cb a pro,tec ia dttt~laiat vbtcber lt 
quaJ.iUta for c:oac reco¥trr l&ldtr ue lllllt. lov!Ytr, vt did aoc 
YOU 08 c.be propoatd ... .._ .. IUlCU MfUIC J, lJU, and clst 
... aa.nca co clst ... lt 414 uc b..., ecteccs.•• ucU l~&CJQac l1, 
ltl2, VbUt Ut YOU ia Uia C!lt V!l calu on Alit Qat J, lJI%. 
Tbtrtfort, it it qu&11f1ta ac a.J.l, She pro3ecc .uac q"al•lY tor 
coac rtCOYttl' uadtt ut ... lt •• 1t uuctd oa lllfQaC 3, Ul%, and 
cbtrefore, we .aac iatetpttc cbt l&aCJQ!f! of cbt ault •• 1c chen 
ex1actd. Tbt laatu•t• 1a qaeac1on 11 •• follovtz 

•ew.glatiYt •reaeac V!lut of ~ctd lee •••1nta• 
... oa cbt CU8Dl!t1Yt prtatec Y&lut of cbt annual 
o1l/aoa-o1l Cutl tapenae dlfftrtac1al aaaoc1aced 
vlu cbe propoatd 011 b!ctouc proltec ltaa : bt 
projec:ced anaU&l acraifbt liat detrtc:1ac1oa 
••tee•• o••r tat 'uatd aad uatfu!' l1fe of cbt 
propoatd projec~r lui c.bt anau.l •ncrtatncal coat 
of cap1ca1 e&ftDit aaaoc1actd Vlth the propoaed 
projeccr leaa c.be unual o1•/non-o1l cax ·~enae 
&810ClaCtd Vlc.b c.be propoatd prO)!CCI leaa Cb! 
annual 01l/non-o11 Ottr&clnt &ad &alacenance 
!Xp!D8! difftC!ftC1&1, !XC1U81Yt Of tuel !Xptnat , 
of c.bt propoatd projeccr leaa she d1!ferenc1a1 
coac aaaoc1a~!d v1cb cbe early rec1reaenc of 
ta la t1G9 plane ud tbt deractd capac1cy, 1! any , 
1eaa any ocber coaca 1nc:urrtd apec1f1cally •• a 
ceaul c of cht propoaed Oll•bac•ouc pro)ecc, 
wnechtr aucb coaea are 1ncurrtd ~•fore or afcer 
che coaaerc1al 111 aer•1ce dace of c~e propoaed 
~to)ecc . Rule 25-l7.l.tl lt e l , Pla. Ad•ln . Code 
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~• find tbil laotuatt •~tticltocly broad to allov u• :o 
coneider &ll ot ~· co1c. &ad all ot.-e bea•fitl &IIOCl&t.C ~1c~ 
a pro,eac in dtctraiolat vtaecaer a projecc ~alititl tor co•c 
tecoYUy I&Ddlf Cbl lull. •Ue Ul "IIIUI aad UfDlC~dt of 
beaeficl ocbet cbaa fuel doel b~•• llfllflcanc bearlnt on c~• 
iaeue ot vbecber cbe pr18ary PQtJOII of cbe projecc 11 oil 
41.,lac ... nc, ve do noc belle•• cbe lule .. ic cbta ealeced 
r~lred 111 co •11 .. oo.el••• l l .... et cae beaeficlal 
CoallqlllftCII of ~l .... llAt cb• prej .. l Vbilt CO ... lliftt 
1ncl1111oa of all of cbe coec. of • • pro,ecc 1e Cbt qua11t1cac1on 
auJ.yeu. con•, •• "'" ua cbU rt~CUoa of cbe lull, ... n bocll 
poliClYI aod n~ta&lYI CODI ... eaoee, or COICI, of lapJ. ... nclnt a 
propo1td oU b&ckMI pro, .. a. ftae, we bold cbu oace cbt 
pri .. ry purpoee of 1 proj .. , 1a dlcer~ed co be oil 
diaplao .... ,, boab ••• orltiall .......... laatu•t• of 
•~•eccioa (l)(O) ,.,81~ .., &e .... ,,,, all of cbe oo1ce and al l 
of cbe btnetict IIIOCl&& .. vl&a 1 projecc 1a dtceraialn( vhecber 
ic qua11t1•• for aoec rOCOYery oader cbe lalt. 

Dt ruarx tnpof! f!ts 
oae of cbe plYocal 111~.. ia cbll ca1e 11 Vbecber tbt 

prlury purpoee of cbe propoeed pro,ecc 11 cbt dllplac .. ent ot 
oil. T.bt Scaff cook cbe pollCloa, 1a Vblcb cbey vert 'o1ntd oy 
cbt Coap&Ay, cbac i f cAl tro .. fatl aa•latl eapecctd fro• tbe 
pro3tcc oucv119b .. all ocber tro .. aa•1•y•• a1 cbtf did 1n tbll 
caee, cbac face aloae ooaoJ.aliYilJ tic.- 11btd o1l diaplaceaenc 
a• cbe pr1aary purpo•• of cbe projeac. oa cbe ocber band, ru~11c 
couaael and rttaa cook ~~ poe1c1oa cbac racber cbaa oil 
dUp.Lac .. enc, tbe PflUCJ purpoae ot uu pro)tcc va1 to ... , 
ucrtaled load ud illprne eyec• reUattllity . 

Rr . Scalf ttltifitd on cbil iaaut oa bebalf of cbe 
Ccapany. It aeattd tblc Vbile porcioae of tbt pro,ecc bad been 
1ncl11ded 1n tht Coapaay•e loot rant• cran .. 111ion expana1on pl an 
tor relilbll1tJ purpoaea, cbt dec1a1oa co accelecace :on•~r~cc1on 
of tbt proltct aad co.,ltct 1c by ltt• vaa .. dt 1olely on tat 
balll that coapletioa of tbt project ., tbat date vaa nec••••ry 
co caae full adYaacat• of cbe coal by v1re a•allablt tor •ale by 
Soucbern. Mr . scalf ,.,bai1Zed tbac cbe tro•• tutl aa•1n91 
eavecced froa c~• pro,ecc art 14.1 b1ll1on 1" 1912 dollar• vn1l• 
tbt capacitY deferral btatf1tl act S1.2 blll1on 1n ltl2 dollars. 

"r. Dit~C CIICified 1D 1Upporc of Publ1C COUDitl'l 
poa1c1oa. It ceacified chat four taccoca led h1a to concl~d• 
chat tbe un1c pover puc~•••• vert Dade ~Y P?L to !acll1tace ~oad 
ttovtb cachet chan co diaplact 011. P1tlc, ~c. Olt~tr ce1t1!1ed 
~t P?L bad plaaned to add four coal t1ctd qenerat1n9 un1t1 
becv .. n ltl7 and 1992 . ~••• UDltl vere planned to fac1 l~ :ace 
load 9rovcb and 11nc• t bt coal by v1rt un1c pover pur:~•••• ~•v• 
deferred conacrucc1on ot cbt un1ca, cbe purc~a••d :apac1ty ~uat 
alao bt neceaaary tor l oad trovtb. Second, rPL ' • pco )ecced 
ceaerve IIIC91ft ac the c1ae of VLntu peak Vltb and Vlt!louc :~• 
capacLtY pur e~•••• deaonatracea chat they art necea1acy to serve 
t o a .. t expected l oad qrovcb. On croea exaa1nat1on, "'· ~lt~•r 
a4altted that the Coapany aeca ltl reaer•• aarq1n baled on LOLi 
ltUdlta , and tbt relevaac co8plrlaon 11 cbt Coapany•a r•••rve 
aar91n Vl t b and Wltbouc cbe ccpac1tY pure~•••• at tbt t1ce o! ~t s 
su .. er peak. 7hlrd, a tC&nl8lltlon 1101 network of wh1ch :~• 
pcopoaed pco)tcc 11 a pace btl oeen plann~ toe over a decade ~~r 
:el1a01l1t1 pur~oaes. tourt~ , t~e aaount ot 011 ?ro)ected :~ ~• 
consumed by ??L 1ncrta1t1 !roo 1982-1992 and t~er e!ore, nc c ~ ~ 
Wlll actually bt dLsp laced , but :ather load qcowt~ ~1! l exceed 
t!lt qrovcll 1n non-011 flted qenecat t on . 
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Vtew1at uao oY1donco •• a vbole, we fled tho poatuon ot 
no pac~ ent1,.ly peuua1uo. wo reject dao Staff'• poenun ot 
1t8flJ COmp&C'lAf fC'OII IIYlAfl II VbOlly dottC'8lftltl90, Wbet~er 
ctao "uaari purpo1o of dao pro'"' u oU 4Uplao•uc r-.,uu• a 
-.. aor aa& fill. IOVtYOC, VO &110 tOjOOC tlO COitOitlODI of 
ruuc c:o~aaeoL ra ou uu. u " u••• u "" nMl•MI by 
&llocactat ~· tuol co1~ of ~· project ... 1Dit Lbo tuo1 •••tot• 
&M tlao apaotcy coau of ~· ":1"' a,.&aac :Jae capacny 
.. 9l0fl. Wo tblDk lt pr•poc t O lOOICO COICI and b .. ofltl 1n 
tl11 caao becauao tlao C08P&IY co~ ld l&Ye purcbaa .. tlo coal by 
v1to powoc on a noa•f1r• Mill, ct•~.-y &Y01d1at uao capactty 
coa~ dao lou~oca bat &lao for.,.1at tbo dofocced capactcy 
b•oU U. If Ciao DOC fuol HVUfl O&COM UO co a& of tlao 
projocc, tho e._..ay Ia .... , 1u ~tu•• of JfOOf •• &11111 111uo 
... d..oaecraced tlaac ~· pr1..,y PICJO•• of tlo proloct 11 o11 
4Uplac .. IC. no CCMifllf Ul .... lUI 11 hla1'h II j). 
Direct 11101 aavtatl lr•• ciao ,,., .. , are JJ,71S,4JO,OOO and tbo 
tao1 aaY1Dfl accrtlauca,lo to reduced ep1aa1at roeor•• 
r .. u1roaonc1 aro •1at,a84,000. rto• cata 11 eubcracced tlao 
foc .. oao bODOflt Of lover lfOC .. faol COICI 1f tlaO KIC'tlD Oftltl 
la.a4 beoa bulle. •• outtaally p1aued of a,ue,us,oao. .U1o 
aucnccocl aro uao ldl041ulo 1 purCU.M ,..., cbarto•. nu, t!le 
noc fuel •••lnt• o.,.acod fr08 tlo project aro tl,Jta,4SS,ooo . 
n11 voll eaceoda cbo projoccod coat of ceo projooc of 
auo,su,ooo. 
t)t rgol rr1co rorecaasa 

Wb•ctaor ~11 projooc vtll altiaactlf pro•• to bo COlt 
effocct•• co rrt'a rac.,.yora 4.,..dl oa ~· pr1co dlfferenc1al 
bosvoen 011 thac voald ba•• b .. a baraod bf rtL co tonocaco 
elocu1e1cr and coal tllac vtll be bu~DM IIIJ loutllora co produce 
cbe povor puccbaaod by rtL. Mr. Kicbaol cooa c.eac1fied oa beb&l! 
ot rtL concorn~nt tbt projoccM oil/coal pr1co d1ttoronc1al 
tuoutla lttl . ~. COok prol .. cod a b&DdM o11 pr1co torecaac . 
no b1tb baed forocus vat pcqUalatd IIIJ tile CJ .s. Deparuaonc ot 
btr'lf iD Pobcuary lt12. llr . COOk c .. sU1M tbat bo tUOil9b t.be 
001 toroca1c vat OYtrly ptlllailt1C ... Cbac bo vould ooc uae ~c. 
tee plaaalnt purpoaoa, bac cbac lt did porscar cbo likely course 
ot oU pc 1CH 1n tilt Heac of a aucalaod ponod ot roacncced 
0 1l IUIJP11 H &nd CODUDUed ~Cia 1ft d...... Tbe 8ld band 
torocaac proeonced by ltr. Cook vaa ~· farl pr1ce torocaat 
prepared by cbo Plorlda CoordiftiClDf Oroup CPCCl. rbll foreeaat 
vu uaeiiOled by t~o reo and 11 uo eoo••••1 toucaas of au ot 
c!le Plor1da UC1lltl01. ~. Cook ltased ~·c .At rcc tortcaac VII 
tbt eoas appropr1act for 1111 LD tla1a procetd.n9 a1 bt conatdered 
~· reau!ca to be aLddle ot cbt road ••s~s•• ot c!le tucure o1l 
,uc:oa ot nt. and ocber Plorida oc1.l1t1tl. nu toreca1c ·o~aa 
aade bf caa1n9 c.~• actual fuel pr1cee pa1d by tbe uc111c : ee ac 
e!le t~ ~· torecaec vaa aado and eaca1aC1D9 c!lea by cbe rae•• 
of eeca1ac1on tor o11 toroca1cod by Daca leaoureea Incorporated . 
Tbo low band ~oreeaac va1 prepared by rtt aad "r. cook 
e!laraccertzod 1c a1 1 c:onaer•ac1•• torocaac. Ic •••~•• ac: ~nq 
uaer conaorvac1on, no aupply d1arapcloftl aad a eonc1nued need !or 
produc1n9 nac1ona co u1nta1n rolat19e.1y lntb produec1on l evela. 

Tbe relevant coal pr1eo torecaac vu provlded by Southern 
and 11 che1r tiC1m&ca of tbt pr1ee ot coal c~ac w1l l be burned ~n 
the un1ta ~roa vh teh PPL v1ll purchase power. ~r . Cook :eac1!~ed 
thac th11 toreeaac be91n1 Vltla current eoncracc coal pr1cea and 
••ealacea thea over the nexc t i ve year• on the ba111 of 1pee1!1c 
~ .. !oc ::~~ c 1on developed by Southern and beyond t:Sac by Dli '1 coal 
eeea.lators . ~o t~1s ~• added a pro)occed :a1l transpor~ac 1on 
rate. 
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fbt CQ!plt51f! Prti!DS ftlMt IllS 

.. Ylftf' c&.lnlac.M Sb! !.,.OCM H91afl, Utt bl! nen,.. 
requ1r.. t 4tser.1oas1oa of sbt ea,ecc.. ate H•l•t• froa tAe 
PfOl!Gt lD tbt flrlt C .. fe&rl Of ..._,~Clal Of!CIC1 ... , tbac ~a, 
a eecc18f of cat ~••s• of sbe prol.-. atataes sbt ,.,ectl4 
... 1Dtl . !tat rel,.uc peuo4 o-. eaaatuu .. 1a sua caae u 
1112• 1tt21 50 quallfJ aAdtr sbt lt, Cbt prolect .. 15 lbOW I 
~c1•• pre•eac •al ue of ,.,.., .. ate HY1Dfl w1sb1a chac t1ae. 

DOGUac ••· l of IUUth U, 'o1aclf .,..,.rM ~ Jlr . 
IOWard aad 11r. lall , •~•• tbac ~a• ,,., .. , wUl pr•ce au 
1!910 .. W15blD tal f,.U!II .. SI.M peUod . la lalcn&la&ut cbl ft!S 
H9lDfl 1~0- OD DO.,.._ I II • J, • • IOward elM ~0 .. , 
pr.-.•1• •••• oll aod coal •rlct for!Cit&e ... aae...C a vt1tbctd 
l"rtf! laCU ... &&.l ftll tf ct,UaJ. tf U.OOt, 1addllt I rtcura 
CNI ..-1&1 tf Ut • It 11M 1ael .. M ..... Ul t .. l IUllfl tad 
ca,.l1lf deferral HUDtl u •1• a .. lyeu. •u~ tael! 
... u.,sloa• tbt pro, ... 11 ,.,._,,. &t fltld a ..-.1ac1•• preaens 
•&.lue of •KJ!Ot!d ate aa•t•t• of IISl,lt•,ooo Cbrouta 1tt2 • 

.. u .. sbar. &Met ou~1u ••••••uace cue saen 1a • 
=-tla519t PUIIDS 91lll! of ..... , .. .. , aaYlDfl W15b1D c!l! UriC 
sea ,.au of ~rc1&1 opera Uta of Cite proi.ac. TWo 
obatrYtcloaa are 1a order coeceralat cbt ~· 1t1cas1oa •~•1Yt1a 
1bova la tblt eab1b1c. P1rtc, tbt fuel aa•tat• are ooaaer•as1•• 
11DCI caey lfftor• ebe po!llbLlltf of &4dls1oaal fuel HYLDtl sbas 
art l~elr so bt aca1t9!4 Sbroatla ebt alttruct aod tappl..,nsal 
""" prowu1oo of rtL't ooasracs V1Cla touelaera . Ia a ausattell , 
sa .. alcetuse •••rtr prowltloa •Ucl .. nt. so rec11•• eoern 
fr:oa 1,.• ezpun•• coal aoist la tbe IOuuen tytt .. wben•••r ~c 
ia &YaU•ble aad 110re ICOD081cal 5bU cae tatrtf fr:oa tb• unH8 
.,.Clfled i n cbt coacracc. Tbt .appl...asal eoern proY18loa 
eacisl.ll nL CO Htrtf froa ocb• IUllU 50 MlDtaiD rtL' I 
eapac1sy eausl•nu duruat perloa vtaea power froa c!le un1e1 
~1f1!d la tbe c:oasran 11 ua•aUule. fte •••Uta froa tb• 
alceraace aDd aupple.,ncal aa•tatt woald ta~•••• c!le cu.alac~•• 
pr.,eas •alue of eapecstd nee •••tnt• fr:oa IISl a1111on to ll . Ot 
bUllOD. 

lecoad , "' ewpb•al&l state Vbllt 15 ia appropr1ace to 
aa1u.e l ncreaencal coaca of capital, the iaaue of cbe appropc 1ate 
eo•c of capLcal for the pro1ecs 1a erpr•••lr reaer•e~ t " r 
decl•ioe ac 8ucb ctae •• tbe C~y , .,., actual reco•ery under 
cbe ble. !onechele••• a1ace cbe effect ot cbe Co.,aay•e 
a.,u.pc1oa• 11 to per:bapa uaderacace expected ea•1n9a and ; ernapa 
oYer:tcace expected coau, tbe aaaly•La, for qual1f1eac1on 
porpoa••• l a Ytl ld , and "' f i nd chat cbe Co8p&ny baa aec 1 ~ 
bUrden ot proof on tbl t 18aue . 

ftt neat ~••u• that ~•c be conalder:ed 18 vnetber the 
propo! td 500 IV L1ne pro1ecc 18 sbe aoat eeonoa1cal al t ec nac1ve 
aY&ll&bl ! . TVo 41at1nc:c queau on1 ve rt r a11td c:onc:er n1n9 craa 
po1ac. fte flrac ~• vnecher:, l ook1n9 beyond t be 10 year hoc ~zon 
1.poatd by t be l ule, deferral ot t~• Karc1n and Ona1ted an1 t 1 11 
eoac benef1C:1&1 to che r a tepayer:a . 

KC. Scalt preaenced an analya1a of t be lon9 cer2 eoat 
eona~enc:e1 of defer:1n9 the ua1c1 1D queac1on. AI ehovn 1n 
£1h1blt 15, 1! c~e un1ca are deterred unc1l ltt 2 and b'yond , c~• 
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oroako•on poinc Ccbo poa.at ac vb1Cb coat a.ncr••••• duo to 
doforral eac-.4 coac aa•1n9a !roa deferral) 1a reacbed a.n cbo 
y .. r 2002. Mr . &calf ceaca.!1ad cbac~• 11a1ced tba analya1a co 
cbo cwoaty yoar ,.r1od, ltl7•2001, becau.e of tba 1acreaa1nt 
aacortalnttea aaaoc1ated vtcb !orocaaca.nt aucb beyond 20 yoare. 
Pr08 tbla analyete, he concluded tbac ••terral of cbe unlta vaa • 
pndnc decUtoo euce nupar-re are e..-eu• co reoet•e •••uta 
aa a reaulc of 4o!erral !or at l•aac lS ,.ara &ad ad•ancea in 
cecbnolofJ, or reduction• in tbe ~oac or a•aila.ilitY of capa.tal 
aay occur in 1ncervontnt year• vb. cb vould poab tbe . breakovon 
po1nc furcbor covard cbe bora.aon 

we 4o not find Kf , lcalt'a aalyaa.a ,.rauaai•o becauao 1c 
4ooa not co••r tba onc1ro oconoaic l a.!o of cbo plane. Jowo•or, 
no v1cneaa dlaatr .. d v1~ ~e trul .. !t•c ae loat aa ~• 
1ocreaaod coat of oonacruccioa ,.., aoc oac ... ~· iaoreaaed colt 
of cap1cr~, doterral ot ~· coaacreccioe ot a t•n•racioa 
facU.icy, 11ntU Cbo ca~Cit)' ia • ..._., u a prudoat eoonoalc 
4oca.a1oa, and 1n Cbe beat iacereac of ~· racepayor. 

no aecon4 crveacioa u v•euer it u •r• ecoaoatcal tor 
"~ aad tbair rateparera, co turtaaao flra ca,.clc)' froa loucbera 
or kUd aov cod Urod npacthJ iueU. U ffl, u ,.fLat 
,..tber• .. r• tban it would ..,, &e buil d ue Alrcta Oai&a a1 
ortttaally planned and , ... race ue ele.cr1a1&f lcaolt, cbe 500 
It' Uao project Ditbc not M ue ••t HOaoaial oU Nelrouc 
altoraau•• anUabl•~ lloweYor, Doctaeet l of Dbiblt U abova 
~~ oe a 1 por 111 baeu, uo ca,.OUJ oaart" paid by ,.L to 
loutbore !or coal bf Wire aro 1 ... tU8 &be projected capactcy 
cunotat cbartol of tbo .. rU.Jt ... OU1tod OlllU • 

Plaally, Jlf. lcalt toetifiod &bat tboro aro DO otJlor oU 
b&ckoat project• tbat COilld 1M lJipl--tod wa.tJlia tbo aoac en 
r•u cbat would produco tbe .... l"el of MYUt• co cbo 
nupeyou u Cbo 500 lY 11ao pro,occ, &ad cba~ ~laia project doe• 
no~ preclude o~etaor oil ba~otac projocu Chat ~"· cectuu,cal.ly 
ud ecoa•ic:ally feaaU.le. ftblic: COUUel coeceDded tbat ,.L had 
aot. ~·••need aufUc"at "14•co u · , ocaaor oU backoat 
projoc~ea it aay haYo coaal .. rod 1a 1.· . of or ia a44it1oa co tho 
soo lY Uae project. loW09or, u cuced ltf 11r. ICaJ.t, t!le 500 rv 
uae project vaa 1a1Uatod to ulle ... uuto of wbat at tl:u cuo 
appoara ItO be a un1que aad abort 11Yod coal .._..ltlo aad no octaer 
oll backoac pro,occ 4Ur1at cite ,... ~ea... period aa. 1urfacod 
vtucta could bo i~q~l ... aced 4u1at tbu tUM period aad achi"o an 
ecJQ1Yalnc utOWlt of n•1at•. nerotore, " UDd tho C08pany baa 
aaova by a propoadereace of tbo ••ideace chat cbo 500 rv llno 
project. if tbo .a1c oconoaical alceraatlYO •••1labla . 

wat•or of rro1oes osa11t1cas1op ttfort opntsrvct1on 

P1aally, co quallff cbo project uador cbe lulo, cbe 
co.a~ea.oa auac docoralDt vbtebtr co vat•• tbo recJQ1to .. ac that 
sao co~y ottca1n appro•al of coat ceco•ory ~&ador cbo Jtulo 
botore coaacrucs1on of tbo projocc bofiaa. ~· ••1donce 1a clear 
u.ac tbe c:o.,uy aa4o coaacrucuoa ezpoadi~llro coa1caonu and 
actually bttaa conacruccion vell bofore Cbe Rule va1 adopcod. 
loeb PubliC Couaaol and PI~OC CODICIDded tbat 8lDCO COft81CrUCC10ft 
boqaa boforo cho lule vaa adopcod aDd auu:e cbo C08p&ny baa aoc 
aoaolucoly cond1c1onod eontlnuaclon of cbo pro,oct on 
qual1ttcac1on tor coac recovery ua4or cbo RGlo, cboro 1a no 
)l&ft1f1caca.on tor va1•1n9 cbe roqu1roaoac of pr1or approYal . 
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fll, VI fild portUIIiYI 1Yillfl .. C10a for VI!Yllf Cbll 
r-.ulr ... al of ,,. lulo. lid cbo ~ ..... , doforr_. oontcru'iton 
of thl ~1DII ~111 OY6 lull VII ldlrle4, l& VOI14 Ill b&VI 
poaa11aed &ao aDllicr co ~rc coa _, w1ro dariat &ao r••r• Lt 
vlll M anUable tor aalo. lofu.llat co val" uo puor approYal 
r .. a,, .... , would a.ounc co peaalialat &ao eo.,.., for oaorelllA9 
4U1t•c• oa beA&lf of lu ruopayora, ud CllU we decliao co 
do. .. flM Ua& VIUif of ell pUor &*Hal r ... iUMIC, 11 
per~cced bf a.-aoccioa lll<cl of uo lalo 11 juaclfled and cao 
...,. 11 boreor ~ancocS. 

!bOlOftll I4SI llfJif 

,, ... , voro ra1te4 ac coo preb~ ar1Dt ooaforoaoo •• co 
vbocaor rtL'a vooloallo "'' ... '' will -•ar &aolr prorrctoaaco 
a biro of uo project • 1 "", taew VllMUit1 aert•• vu M cnacld 
ia coat roco•ory, ••• •••ctaor &tao ... , I & Mi• ,,,.._ Will tao 
Lacorrracld 11 rtL'I VbiOlilt race. ltalll If. IO&lf &1111flld 
oe 11 "'" of eta••• Uauot wo UN uo record al&ffloloac co 
auppor& I f1Dd1Dt 081)' lbiC rrt'l W .. llllll CU.COIIfl VLll boar 
cao11 proporclonace ebar• of ca1 ,,., .... , ,.,,, wo ro .. r•• 
4ec1aloa oa cao laccor 1aau11. 

bed IUt 

ftU 4ockoc vu oUtUillf all1too4 co a paael of U'fe 
c:oaa11110DOU. IICVIQ Ul Jllao IM JUlf bMC1Dfl, Chi O.i~UD 
r .. lllfOM &lo CUI fr• flyo ~iii,OIIU CO &vo. ~lltUC 
c:ouuol quoauonod tho l .. alicr of &aU. aowe.er, 1ecc1oa 
l5C.Ol(5l, r1orl41 scacucoa lltlll , ..,ower• cao cbairaaa 
co • • • • aaa1o~ cbl warlout proclld1Dtl peadlat before cao 
coa11110a , ... _ . :iat a .. ria .. co cvo or •r• ~111oaou• 1A 
order CO •c111~l~UCI cbo VOfkloa4 ... O& ... l~e &be co.lliiLOD'I 
e&lea41r •••• • Ac cbo .11&lf boauat, uo C!lainaaa udic:aud caac 
~· caao bad b .. a roaaaitaod proclao1r co 41a~1bace elo vor•load 
aDd co eQodico the caloa41r ~ tho ouor ctar .. c~aatoaora noc 
belA9 &Y&1l&b11 for cbo July boariat &ad &11 fi.YI DOC bliDt 
awa11ao1e tor aMoral .on ella . ftorotore, vo Uad ue reducc•on 
ot tho tiao ot tbo panel proper. 

conelguon 

&aw1D9 toua4 caac cbe priaacr purpoao of cbo propoaed 500 
rt Uae projocc u cbo d1apJ.aceHac ot 011 tired toaenuon, :!lac 
cftoro ~· a CU81&1&c~•• proaoac ••lue of ••~occed aoc •••tnt• 
v1cb1D cao tirac cea r••r• of eo ... rcial o,.caclon ot cfte 
projocc, &nd ctaac ctao pro)ecc 11 elo .oac ecoaoa1ca1 a1c:ernactve 
awa1l&Olo, vo conclude, •• • aaccor of law uac cbo projocc 
qual1tiea for coac: recovery under :bo prOYtaiona of cbo 01! 
aac•out Coat Recovery taecor lule, lu1e 25-17 . 11. Pla . ~tn. 
Code. 

.U prowtoualy noced, ·o~e ceser•• tfto uaue of the 
appropriaco coat ot eap1c&l for che pro)occ co uao tn eal~Jlactnq 
tho reYonuo cequlreaonca co oe recovered tbrouqb the Clauao unctl 
su~ t~• 11 the Coepany seeks aecu&l recovery tftrouqb tbe 
Clauae. And tho 1aaue of vbether t!lo Co.,.ny sbould be 
authoctzed co commence eoac recovery before che proJect ts 91aeed 
1n eoaaoretal operac:1on w~ll ~e decera tned Ln en• company's 
pendtnq race eaae, Oockec No. 820007-CO. 

onruuou. 1c: :~.s 

ORDElEn ~Y c:!lo ~!o ctda ?ublte ser?•e• coaatsaton :~ac ~~• 
,roposed 500 IV trana=tsaton ltne pro)ecc qualtliel toe cee~v•r'l 
under t!le provtstona ot c:he Otl sacxout Cost lecovery raetoc, 
Rule 25-l7.lS, Ploc\d& Adatntsc:rattve Code. :c ts tur:!ler 
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., order of \be florida ... lie .. f¥, •• C...lllloa, "'' 
l ac day of October ltl2 . 

C I&~L J 
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Ia ro: Potitloa of Plort•a P.vor aa4 ! 
Lla~t Coapany for a.,rowa1 to rocowor 
t~t costs of lta 100 kY traaaalaaloa 
project throua~ •• oil backout rocowory 
factor. 

DOCIIT 10. IZOlSI·IU 

OlDD 10. 11U7 

JSSUID: 

Tbo follovl .. eo ......... ,. partlclpato4 la tbt dlspotltloa 
of t~h aattor: 

JO UH P. CUSSI 
IJ TII NICHOLl 

OlDII DINlJNG PITil "ONS POl ~CO~SI~IlATJOI 

IY THI COMMliiiOir 

· On October lS lt12 Pu~11c Couaso1 aad tbo Plorlda 
ladustrlal Pover Uaors Croup fllo4 potltloaa for rocoatldorattoa 
of Ordor Mo. 11217, t~t flaal or••r isauod Ia Docket No. 
IZOliS·IU. Ia t~at ordor, v. foua4 t~at Plorlda Pover aad Llaht 
Coapaay•a (rPL) SOO IV llao project qua1lfloa for cost recowery 
uador the oil ~acko•t coat rocowory ru1o. Ia lta Pttlttoa for 
locoa•ldoratloa, Pu~llc Couato1 UfJOI Ul tO fOYOrto our docisloa 
fo r olthor of tvo ro•••••· Plrtt, Pu~llc Couaaol astortt that 
tho Coaalatloa•s doclaloa to volYo t~o prlor approwal roqulreaeat 
ls coatradictod ~Y tbo recor4, slaco t~o record sbovs that tho 
oil backout rule rlayo4 ao part la PPL's docltioa to uadortako 
tho project. Vbi o Public C.U.sol'a citatloa of tbt record la 
correct, it does aot aoaato t .. roatoaa al••• la Order No. 11217 
for Jr&Dt1DI tilt vahor. fteso roasoaa oro, oao, bd rPL 
deferred conttructloa of , .. llao uatll the oil backout rule vat 
adopted , lt vould aot bwo poasossod tho ability to laport coal 
by viro duriDJ tho years It viii bo aYallablo for ••••• aad tvo, 
refuslaa to val•• tho prior appro•al roqulroaeat vould aaount to 
penallziaa FPL for e1orclslaJ 4lllaoaco oa behalf of ltt 
ratepayers . 

Second, Public Counsel quoatlona vbotbor tbo Coaa1ss1oa 
oworlooked Elb iblt 1•· 1, vblcb abova fPL'a rosor•e aarala at the 
tiuo of s~aor peak vltbout coal by vlro aad vtthout Martla Units 
3 and • to be uaacceplably low. Public Counsel poiats out that 
tbh nblbit supports Mr. Dltt•or' 1 coacludon tbat tbo 
traas• i sslon line project Ia aocosaary to satisfy e1pected load 
arovth , and, by lapllcatloa, doos aot ... t the prlaary purooao 
teat. Ci•on the correctftoss of Public CoUAaol's o1hlbit, it does 
not noaate tbo coacluaioa roached by the Coaaisslon that tho 
priaa ry purpo•• of the project ls oil dlsplaceaent. Dtsplacina 
oi l aad proYid l na capacity to •eot load arovth are aot autually 
excl us i Yo purposes . Tbo oil backout rule aorely requires a 
de teraina tton that the pr1aaff purpose of a project is oil 
dl splaceaont t o qual ify a pr~oct UAdor lt ; tbe rule does Dot 
require a de torainatioa that a project vill not also pro•tae­
capac1ty to • eot load arovtb. Tberefore, a second re•iev of all 
Mr . Di t t aor'a Exhibi t s, iacludlna Exhibit l•·B, does aot al t er 
our orlainal coaclusion tbat t~o prl•ary purpose of tbls project 
is the econoai c dl spl ace .. a t of o i l . 

FI PUG uraos us t o r econs i der our decis i on on tho around that 
tho Co•pany dld not pr operl y quantify for inclusioa i a l ts 
analysis t ho sa•inas associated vlth tho deferral of aenerat l na 
units fro• 1917 ~o 1992. FIPUG bolltYel t hat t he Coapaay fa tled 
t o pr oduce porsuaat•• e•ldenco t hat deferral of t bo Martia Uni ts 
vlll result la saYiDII beyoad t ho ten- year analysts per iod 
required by tho rule. Hovo•er, PI PUG' s petition does not di spute 
tho Co•alsslon's flndlna tha t as l onJ as tbo increased cost of 

~t•o<tloo dooo oot ••<oed tho l o<••• • •• <oot of <opltol, 
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deferral of the conttructloa of a aeneratloD facility, until the 
capacity 11 needed, 11 a prudeet econoalc decision, and in the 
best interest of the ratepayer. lather, FlPUC contend• that th~ 
sawlnas attoclated vlth deferral vere not properly quantified . 
We continue to bell••• that for qusllflcstlon fur5o••• the 
capacity deferral sa~l•a• vere-properly quaetl le • tbe Coapany 
u1ed the proper aeasure of capacity deferral ••••••• Ia the 
po1itl~e beaeflt vttbla tea•year tett, the arolded annual reven~• 
requ l r eaentt for the defer 11d ualtt for the year• 1917·1992. 
Whi le, ln Order No . 11%17, 4e fouad coapartsoa of tvo tlae 
dif fere nt i ated streaa1 of re~enue requtreaeatl for the deferred 
uni t s unpersuasi~e a1 •~l ,eace of vbether the SOO rv project vas 
the aost econoaical alterna . t~e a~atlable , this does not aean 
that awolded revenue requlre~eats for the ten-year analys t s 
period required by the rule sb~uJ d not be included as savlnaa ln 
the poattlve benefit vtthla tea•year telt. 

As ve indicated ln Order No . 11210, iasued in the fuel 
adjustaeet docket (Docket Jo , 120001·1U), the proper aeasure of 
sawlnaa associated vltb deferred capacity, Z/S of vblch aay be 
recowered tbrouab sa 011 lackout Colt lecorery Factor, and 
applied •• accelerated depreclattoa to proJect coati, vill be 
deteralned at 1ucb tl•~ •• the deferred ueits vou1d have coae on 
11De, abuat the oll backout project, t.e., 1tl7 . Tberefore, the 
concern expre11ed by flPUG la its petition for reconsideration 
that an taproper aaouat of ta¥1611 attociated vitb capacity 
def erral vlll be collected throuah aD 011 lackout Coat Recovery 
Factor ls preaature at best. 

In addltloD to raislnf aubstaatlre aatters in its Petition 
for Reconsideration, Publ c Couatel aoved that FPL ' s Response to 
Public Counsel's Motion for leconslderatlon be stricken on the 
around tbat lt vas not tl .. ly filed. Public Counsel filed its 
Not i on for leconslderatloa oa October lS, 1912. The certificate 
of aervice attached to Public Counsel's Motion indicates that it 
vas band dellwered to 1PL aad to Staff, but that lt vas aailed to 
FIPUC. FPL's response to tbe aotlon vas filed on Monday, October 
25, 1912 . Florida Adalnlstratlve Code lule 25·22 . 60, requires a 
response to a aotlon for reconsideration to be served v i~~tn 
seven days of service of the aotlon for reconsideration. On thls 
authority, Public Counsel seeks to strike FPL's response as 
unt i aely. 

However, Florida Adai nistrat i ve Code lule 25·22.21 ( 5), 
provides that whenever a party is required to respond v l thin so 
aany days after service of a do,uaent and the docuaent is aerved 
by aat l, five days is added to the allowed tiae to respond. 
Slnce two of the parties were aerved by hand and one by aall , lt 
ls not cl~ar vhetber the five day rule applies: if it does , FPL ' s 
response va s ti ae l y filed. As Public Counsel has neither a ll ~a~d 
nor shown any prejudice by the Monday aorn i n1 as opposed to 
Friday after noon f ll l na , we vill atve FPL the benefit of t ~e 
doubt on t h is occas i on and allov its response to reaaln l n the 
record . Th er e fore , Publlc Counsel 's aot i on to at r ike is d~nled . 

It is, t he r e for e , 

ORDERED by the Florida Public Serv ice Coaai s sion that, fo r 
the reasons set fo r t h above, the Petitions for Reconsideration 
flied in thls docket, by Pub li c Couns el and the Florida 
lndustr 1al Power Users Group be and t he saae arc hereb y de ni ed . 

By Order of t he Flori da Public Service Coo•laslon, t hi s } 4 th 
day of January, 191l • 

(S E A L ) 

BEL 
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Ia res laveetitatioa of fael oo .. 
reco•err claa••• of electric atilitiee. 
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!'be folloviDf Co•hdoner8' putldpate4 iD the 4hpodtloa 
of tbil aattera 

GUALD •.. GOJI!D 
IOSU W. LIUIIU 
JO .. a. MAAKI, Ill 

ruuuant to notice, tbe rtorh.' ' Public lenlce CoMhlloo 
he14 ~blic hearlnt• ia tbe ~· docket lo Tallabaaaee, Florida, 
oo AUflllt 11-20, ltl2. 

Analer W&tloo, Jr., 11qulre, Macfarlane, 
r•rrv•oa, Allie .. • lettr, roat Office 1o1 
253 I Taapa, rlort•• 33,01, for teoplel Gal 
IY•t .. , rao. 

I ....... .. .... . , 
loter Viuoa·, ll .. lre, lett• • tane, 
Poet Office loa 1Zt50, Penaacola, Plorl4a 32571, 
for CUlt tower Coapaar. 

J .... A. JICCee, ~ire, an4 Ja••• r. Stanfield, 
!aqalre, toat Office loa 14042, 
lt. tetertbarf, Plorl4a 33733, for Plorida 
rover C~rporatioa • 

Matthew •· Cbilfe, laqaire, an4 Joba T. 
latler, Eaqulre, 1400 loutbeaat Firat 
Katioaal I&Dk lol141Af, 100 Iouth llacayne 
loalevar4, Mla•l, florida 33131, for florida 
Power an4 Litbt CcapaDJ. 

Jaaea D. ••••ley, Elquire, Aulley, McMullen, 
"cCehee, Carotbara • Proctor, Poat Office loz 
ltl, Tallabalaea, flort4a lllOl, for City Gaa 
CO.,.DJ &A4 T-.pa Electric CoapaaJ. 

Robert 1. Go14Dan, !~quire, Mes•er, abode• • 
Vlc:lter, Po1t Office aoa lt7•, Tallabas .. e, 
florida 32302, for florida Public Otilitiee 
Co~~pan:r. 

Stepben Potel, A1aociate Public counsel, looa 
4, tolland lui14iat, Tallabaaaee, Florida 
32301, for Citi:ena of the State of Florida. 

Joaepb A. KeGlo~blln, Eaquice, Lavaon, McWhirter, 
' Gcaodoff, Po•t Office lOa 3350, T••pa, Florida 
33501, for Plot14a Induatri&l Power Oaer• Group. 

Paul sexton, !lquir• , Arthur a. Sbell, ~r., 
Eaquire, and lonnie E. Davis, taquice, 101 taat 
G~ines Street, Tallah••••e, Florida 32301, !or 
tbl Florida Public SerYice Commiaaion ltatf. 

Prentice P. ~ruitt, !aqulre, 101 taat Gainea 
Street, Tallahasaee, Florida, for tbe 
Co1:1111iaal oner a. 

- . 
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I! TIS ~MISSia.a 

IJi accordance vlt.b tbe proceclure utebliahecl by urUec 
order• ia tbia cloctet, a pub lo bearlnt vaa belcl for the purpoae 
of conalderiDt pcopoaecl cbart • for tbe projection periocl 
b.gianiat October 1, ltl2 aad coatlnuint tbroutb March Jl, ltiJ. 
Tbe follovint .ubjecta vere ~oticecl for the bearinta 

1. Deteraiaatloa of tbe p~ojectecl fuel adjuataent !actor• 
!or all la•e•tor-ovnecl electri' utilltlea for the period October 
1, UU t!aroutb lluc:b U, UU. 

2. Deteralaatloe of tbe eatl .. tecl fuel adjuataent true-up 
factora for all lneatH-ovnecl elec:ttlo utUltiu for tbe period 
April 1, ltl2 tbrootb lepteaber JO, lt82, vhicb are to be baaed 
upoo a«aal data tor tbe pedocl AprU 1, ltU throuth June JO, 
ltt2, aa4 reYlae4 esti ... tes for tbe period July 1, 1tl2 thro19b 
Septe~er 30, 1JI2. · 

J. Deteraiaatioa of tbe Generatlat Pertoraance IncentiYe 
ractor (GPIP) tarteta aa4 rante• for tbe period October 1, 1982 
through March ll, ltll, for all lnvestor-ovned electric utilitie1 . 

AD &&ended notice vaa publiatie4 on July 27, 1912 to provide 
fur ther that a 4eterainat1oa of aay projected oil backout coat 
recOYerr factors for the periocl October 1, lt12 throu9b Karch 31, 
ltll of the coat of approwecl oll b&ckout projects subject to 
reco•err under the pro•islooa of lule 25-17.1,, r.A.C., vould 
also be considered, concurrentlr, vitb tbe fuel adjuataent 
presentatloa. 

JIOJ~ED FUEL ADJOSTKENT FACTORS 

!stiaated True-up 

Ve ba•e adopted the .. chanlaa of eati~ting the true-up !or a 
period durint the projection bearlnt. This propoaal involves a 
re•l•loa of the projectecl cbarvea for tbe current period bf 
takint 1ato account the true-up that vlll be utabliahed 1D the 
"ar, lt12 beariat. IJ rewlevint ~latoric costa !or the current 
p•riod and re•lalnt the projecti on for tbe reaainder o! the 
period, an estiaate of the true-up can be aade and incorporated 
in the pro,ectecl period, tberebr atniaizinq fluctuation• io tbe 
t uel adjuat .. nt charge. 

Plotid& Povec and Light Coapanr 

Mr. !oaer •· W1111a .. , ~r . t•atitied concecnin9 FPL'a 
derivation aod calculation of ita propoaed !uel adjuatment 
eatiaate4/actual true-up for tbe period April, lt82 tbrouqb 
September, ltl2 vbicb vtll be applied to jurisdictional o! sal•• 
!or the period October, 1'12 throutb ftarcb, 1913 . le ltated that 
t be total eatiaated/actaal true-up for tb• period April, 1982 
tbrouqb Septaaber, 1982 ia an overrecovery o! S53,S30,135. Tbia 
overrecovery iocludea 114,323 , 015 of true-up carried over fro• 
tbe period OCtober, ltll tbrouvb "•reb, 1912, and SJ9,207,120 ot 
eatlaated true-up (vitb interest) for the current period April, 
1982 tbrouqb Septeaber, lt12. Tbe true-up aaount vaa calculated 
!ollovioq tbe procedures eatabliabed by tbia Coaaiaaion in ita 
earlier proceedint•· 
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PPL'1 1y1t .. averate uait coet of nuclear teneration vlll 
increaae duriat thie fuel adjalt .. at period due to the tucker 
Point Unit Ro. c•e ahutdovn for 1teaa tenerator repalra. ~ 
Lucie Unit Ro. 1 c.rrentlf ba• a blther unit coat of t•neratioa 
than tb~ turkey Point Unit •o•. J and c. Due to tbil shutdown, 
the lt. Lucie Unit •o. 1 teneratlon v111 account for a l•rter 
portion of total nuc1ear "tenerat1oa, tbue cauaint the averave 
nuclear unit coat to increa••· 

Mr. Lloyd Williaaa te1tlfied coneernint the de•elopaent of 
the pro~aed leYeliaed fuel adj~'taent factor of .270~ per l WI 
for FPL • rate •cbadulel, includ . nt the tiae-of-uae rate 
1c hadules , and tbe pro jected Purcha••• fcoa 1aall pover producer• 
and coganacatoca. 

FPL haa entered into aa •tr•e~ nt vitb tbe. Plorida aa• 
Tran•• i••ion coapaaf (rot) to con1t1 ~~~ • 12-incb dlaaeter 
lateral p i peline vb cb v111 connect the Putnaa Plant vitb rat'• 
••in 9•• tranaaiaalon line If all•• nortbvelt of tbe plant. Tbe 
pipeline le •cbeduled for coapletlon in lepteaber, 1'12 and ia 
eltimated · to COlt PPL a1.0 aillloa. The uae of natural f&l at 
Putn&a vill allov rPL to dl1place 0.7, aalfur oil at Putnaa, the 
~o•t ezpenaive Mo. f fuel oil in ita •r•t ... 

FPL propo1aa that the Coaaiaaioa allov reco•ery of the coat 
of tbe rGl pipeline tbroutb aaortiaatioQ of the project over a 
1ixty aonth period. Olint thia aatbod, a total of S700,000 vill 
be amortized durint tbi1 fuel adju1taant period. IPL cbo•• to 
•••k coat caco•ary througb tbe fuel adjuataant procedure, 1ince 
the project vaa undertaken to reduce fuel coati. Alternati vely, 
FPL requeated recovery tbroatb bale rat•• in ita currently filed 
rata ca•• in Dock~t lo. 1200t7-!U. 

The pi;elina vas not COnlidaced aa AD oil backout project 
becauae it doea not aaterially reduce tbe qu~ntity of oil 
burned. The pipe line placea rPL in a poaition to •ub•tituta a 
cheaper grade of fuel (gas) vbicb perait• the Putnaa plant to be 
dispa tched higbee in tbe dispatcb order and run a greater number 
ot hour•, tbua enablint another plant to be run on oil. Wa do 
no~ believe that the eoata a1aociatad vitb the pipeline 1hould ba 
recovered tbrougb tbe fuel adjuataenc aeehaniaa, but in1tead t hey 
1hould ba conaiderad in the Coapaoy'• rate case. We h••• 
eliminated tbe S700,000 aaortizatioa of tbe Putnaa Pipeline fro• 
the approved FPL fuel adjuatmant factora. 

We ha•• al• o re.oved froa conaldaration in daterainint the 
Puel Adjuataant Factor, IPL'a vhaal! nt and capacity chargaa fro• 
Southern Company for unit povar parcbaaea . They vill ba 
considered in the 011 Baekout Coat Recovery Factor, i n1taad. 

Plorida Pover Corporatiog 

Mr. Benry I. Soutbvick, III, Manager of tba Economic Re•earcb 
Department, daacribed the calculation of FPC'• l•••lized fuel 
adjuataent factor for the Oct ober, ltl2 tbrougb Marcb, 1913 
period, including the optional tiaa-of-uaa fuel adju1tment 
tactora, and the !actora by rate groupings. The Coa~anr'• 
regular levelized factor vaa 1bovn to be 0 .870t per lWI. Mr. 
Southvick explained that PPC'a projected total fuel and net povar 
transaction• of S299, 47J,000 and total ay1tea 1alea of 
,,447,144,000 rwB reault in a co•t of J.l700t par rwB •old or 
0.6922t par lWB after adju1taan~ for jurisdictional lo••e• and 
base rate recovery. Tbi1 cos~ vaa !ur~ber adjusted to reflect a 
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CPIP penalty of t4,7,204, an eatiaated true-up underrecovery of 
S4,l15,357, and, a t r analtion adjuataent recovery of SI,71S,751. 

• • 
FPC calculated tbat it vould incur coata of tl,4,,,,l0 la 

di apoa i nt of apent nuclear fuel coaauaed durlnt tbe October, lt12 
thr ough Karcb, ltll pro,ection period. Tbe total aaount aoutbt 
lor recovery vaa tl,tlt,SlO after ~ apoaal coata in tbt aaount ot 
13 , 502,900 tor nuclear fuel conauat 1 fro• Marob , lt77 tbrou9b 
Marcb, 1tl2, aub,act to f ive-rear aaortiaation, vera taken into 
account . 

Ta~pa rlectri c Coaeanx 

Mr. Joy Jaitb preaantad teatiaony in support of TICO'a 
propoaed fuel adjuataent factor of .ll7~ per IWI before 
application of tbt appropriate lint lo•• factore. The factor vaa 
adjuatad to taka into account tbt previoualy approved GPIP aaount 
of •lll,ltOr a tr~a-up aaount of t20,,11,000 overrecoverr due to 
a lover rw1 u••t•• aoatlr la the phoapbatt lnduatrlal 1ectorr and 
t be t ransition amount of ,,,012,000. 

T!CO' a propo1ed true-up factor of .337~ per EWI ia 0.544~ 
lover than ita currantl! approved 0.111~ per IWI factor. Tbt 
aajor causa of tbia dec ina raata upon tbt fact tbat coal 
generation vaa aatiaattd at 75.7' for tbt April throutb 
Septeeber , 1912 period. lovaver, tbe reviatd eatlaated litur• ia 
12.t,, vhich resulted t roa the pravloualy diacuaaed reduction l n 
~KB usage . Tbt reaultlat overracovary aaounta to .ltOt per IWB 
in the October, 1982 througb Marcb, ltll

1
period. 

Gulf Power Comoanx 

Mr. Jack laakina presented the b&aia for CUlt's propoaed 
levelized projected fuel factors of .JSlt per lWI lor the period 
October , 1982 through March, 1983. Tbe factor includea projected 
! uel and pucchaaed power expenaea for tbe period, aa well •• 
pro jected l WI aalea. Gult'a leveliaed factor vaa baaed upon 
projected fuel and net interchange eoata for the October, lt12 
t hrough Karch, ltll period, an actual overrecoverr tor April 
t hrough Septeaber, 1912, a revised eatiaated overrecovery for 
J uly t hrough September, 1982, a GPIP penalty for October, 1911 
t hrough Mar ch, 1913, and a transition adju,taent. 

Re~dy Creek Otil itiea Co• oanr 

Mr . John Jahr iea, Financial Manager, testi fied that leedr 
Creek'• t rue- up tor thia per i od should be a credit ot .025t per 
kilowatt hour, including a r e f und troa Plorida power Cor poration 
lor the period October, 1911 througb Kaccb, 1982 of Sll,l,4, and 
the projected unce t unded por tion of t he t r ans i tion adjuat aent toe 
the period Apr i l through Sept ember , l tl2 of ,,, 773. 

Reedy Creek's propoaed 1evel i zed project ed fuel factor for 
the period October, 1982 through March, 1,83 la l . 444t per IWB . 
The l . 444t !actor r epreaent a an incceaee ot .44t per rwB vbicb 
r~su lted trom a 9 . 2\ i ncrease in fuel coat • due t o cooler veatber . 

Florida Public Otilitiea Co=p•nx 

Mr. Edward T. Neun, Vice-President, descr ibed the baai a !or 
the coaputationa in support of PPOC'a Oct ober , 1912 th rough 
March, 1983 pr~jected fuel coat recovery adjustment s tor ita 
Marianna and Fernandina Beach Diviaiona . l e also t estified 
concerning the differencea between the revenues collected under 
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• tbe levelized fuel adjuat .. nt and tbe purcbaaed pover coata 
alloved in developint tbe adjua~ent for tbe April, 1911 throutb 
September, . 19fP period and aatabliahed tbe true-up aaount to be 
collected or refunded durint October, 1912 throutb Karcb, 1913 
period. le atated that PPOC bad deterained that at the and of 
Septeaber, 1912, baaed on three aontba actual and tbr•• aontba 
Utbated, tbe CoapaDf bad OYerrec:overed St79 la purcbaaed pover 
coat• i n ita Marianna Diviaion. laaed oa ita aatiaated 
juriadiction ot aalea tor the per . od October, 1912 throutb Karcb, 
1913, it will be neceaaarf for tb coapanf to refund .0012~ per 
lWI in order to return tb • over• ecoverr. !a rernandina leach, 
fPOC haa overrecovered an eatiaa e4 121,95• • . Thia aaount will be 
cefunded at . 0310~ per IWI durint ~b• October, 1912 tbroutb 
"arch, 1911 period. 

The coapanr alao aade a chaafe in tbe tranaition adjuataent 
beint uaed to refund the over-co lectioa of purchaae power coata 
incurred in the initial tcanaitloa period, vbicb vaa applicable 
to ita Marianna Diviaion. Durint the April, 1912 through 
September, 1912 period, PPOC eatlaated that it vtll have refunded 
114,524 of tbe total tranaition adjuataent aaount of 131,107 
previoualy approved by the Coaaiaaloa. Tbt balance ot tbe 
tranaition adjuataent, or Sl1,51J, will be refunded durint the 
October , 1912 tbroutb Marcb, ·lJil period at a rate of .0191~ per 
l WB baaed on eatiaatad aalea for that period. 

Hr. Keun teatitied that tbe total fuel adjuataent tactor, 
1ncludint true-up, tranaition adjutta ent (vhace applicable) and 
~•venue taa (vbece applicable) for botb tbe Marianna and 
fernandina aeacb. Diviaiona lor tbe period October, 1912 tbroutb 
Karch, 1913, would be 1.899~ per &WI for Marianna and 5.50lj per 
KWB in rernandina leacb. 

fOHDINC OP SPENT NOCLEAK PCIL DISPOSAL COSTS RES!RVI 

PPC and fPL have not bequn fundint a ceaerve foe apent 
nuclear fuel diapoaal coats because of uncertainty concernin9 
whether or not they abould uae net or groaa of tax ••thodology to 
! und the reaerve account. Tbe ·beat procedure ~ould be to have 
the original panel vbicb addreaaed the fundin9 1saue clarity 
their decision aa to vhetber it abould be net or groaa of tax. 
Because ve believe that it ia of the utaoat i mportance that 
fundin9 be9in immedia~aly, we have decided ,to imFoaa the net of 
tax raethodo1o9)' on an interia baaia. Tbt. prior panel vill decide 
vhethar t o reta in the net of taa or utilize the 9roaa ot tax 
methodolo9)' , and whetber to prospectively iapoae tba methodology 
from the date ot the panel'• deciaioa. 

GENERATING PERtORKANCZ INCENTIVE FACTOR 

The Ceneratin9 Performance Incentive factor baa been 
incoryorated into the fuel coat recovery format aa a aeana of 
provid1nq an incent ive to utilitiea to utilize their ganerat i n9 
units more efficiently. Targets for heat rata and availability 
are aet foe selected units of the four larg& generatin9 
utilitiea, and the companiea are awarded or penalized monetarily 
!ollovin9 the projection period, vhen their pe rfor mance ia 
compared to tbe prescribed parameters. 

?lorida Power and Liaht Comoanr 

Mr. R. L. Meador testi fied aa to the development of FPL'a 
proposed genecat ~n9 per!oroance incentive !actors tor the period 
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October, lt12 thcoutb Kaccb, ltll. Mr. leador deaccibed the 
developaent of tbe tartet unit aYerate net opecatint beat catea 
and the tartet ~nit equiYalent aYailabilltiee for tbe period. 
The lapro•eaent/d.;cadation rant• for eacb pecfocaance indicator 
vaa alao pceaeoted. rPL pro1ected a veltbted aratea equivalent 
availabilitr of ll.St and a v• ltbted eyatea averat• net operatiot 
beat rate of 10,327 lfG/IWI. 

rPL uaed lt of lta t•nera - int anita to ••••lop lta beat rate 
and aYailabilitJ tarteta. tb••• anita repreaent IS.tlt ot PPL 
tocecaac t•neration for tbe per ~od. PPL pcopoaed to exclude 
TUckey Point Onit lo •• C froa tbe :r ~u becauae lt vill be abut 
dova tbe entire period. 

We flnd tblt Ill ef "L'a PfOfOIId tlffltl and flftfel are 
reuonable, ucept tbe uaUabiU.tr tartet ud rant• tor lt. 
Lucie Onit 10. 1. tbe unplanned oata91 factor propoaed by PPL 
abould be lovered la litbt of ita recent perforcance and in litht 
of itt perforaanct o•er the paat tbret reart. !be equivalent 
availability tartet and tbe ... , ... and alnlaua rente tor the 
unit ahould be reiaed by one-half of one percent (.S\). 

Gulf tower eoap!nY 

Mr. Tboaaa r. Taltr pre~ented Gulf'• propoaed beat rate and 
availability tarveta tor ita propoaed ar1r unlta. Gulf propoaed 
incluaion of Criat Vnita C and 7, laltb Vnita 1 and 2 and Daniel 
Onit. 1 and 2 in tbe GPir. Gulf propoaed beat rate tarveca of 
11,131 BTO/lWB for eriat '' lO,Cll ITO/IWW for eclat 7, 10,413 
BTO/IWK for Saith l1 10,410 ITO/IWI for Saitb 21 10,Cl2 ITO/XWW 
for Daniel 11 and lO,COt ITO/IWI for Daniel 2. Propoaed rant•• 
vee• propoaed aa aet fortb on SChedule 2, Pat• s, of Exhibit 11. 
Gulf propoaed equlYalent availability tart•t• of 11 . 7' for Criat 
6r 3t.2' foe Criac 11 71.1\ foe Saith 1, t2.4' toe Saith 2r ,3.1\ 
toe Daniel 11 and 75.1' for Daniel 2. aangea !or avallabllltr 
vera alao propoaed aa aet !ortb on Schedule 2, Pat• 5 ot Exhibit 
11. 

The propoaed tartet for Saitb Onlt 2 differ• froa biatorical 
data due to an adjuataent aade to reflect tbe latecaittent 
operation of two feedwatee beater• in tbe unit. Onavailabllitr 
of these teedwatar beater• cauaed a detradation of beat rate fro• 
that hiatoricallr experienced for the unit. Cult baa taken tbe 
tvo feadvater heater• out of aerYice to aYoid da=ate to the 
turbine due to ruptured teedvater tubea and r~••~•d the 
adjuataenc to brlnt tbe tacveta 1D line with operatlona. We find 
tbe pcopoaed adjuat .. nt to be reaaonable. G~lf propoaed to ralr 
upon national averate availability data to develop tbe 
availability tartet and ran9e tor Daniel Onit So. 2, due to a 
lack of biatoric data. Daniel Onlt Wo•. 1 and 2 are quite 
aimilar and ve find lt aore raaaonable to utilize tbe Daniel Onit 
1 ava i lability target and range for Onit •o. 2. Tbia eatabliabea 
an availability target for Daniel Onit JO. 2 at 7,.4\ and a range 
ot 68.0' to 12 . 0,. We find that all other proposed beat rate and 
availability tacgeta and rangea are raaaoaable. 

tl orida Power Corporation 

Me. Cary L. Peteraen pceaented PPC"a propoaed beat rate end 
availability target• and rant•• · FPC included lea aia large•~ 
generating unlta in ita projection&. Tbeae are: Anclote 1, 
Anclote 2, Bartow ], Cryatal Kivec 2, and Ccyatal liver l. IPC 
projec~ed equivalent availability tart•t• of 74.23\ tor Anclota 
Onit So . 1, ,2.03\ toe Anclote Onlt •o. 2, ll . lt' toe Bartow Onit 
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Mo. J, ''·ll' for Cryatal llYer Onlt wo. 1, ''·''' for Cryacal 
Rl••r Oait lo. 2 and 74.2tt for Cryatal li•er 10. J. Projected 
tart•t beat rat•• ver• tr flO.l ITV/IWI for Aaclote Oalt MO . 1, 
t,SlS.f ltO/rwl for Aaclote Oait 10. 2, t,lfl.7 JTO/INI for 
lartov Onlt •o. J, lO,lU ITG/IWI for Cryatal alver Onlt No. 11 
10,012.4 for Cryatal li••r Oalt lo. 2r aad 10,57f.S for Cryetal 
liver Onit 10. J. 

Adjuataenta vere aade t ~ tbe final beat rate .. aation• tor 
Anclote 1, cry•tal liver 2 • Ad Cry•tal liver J to reflect recent 
chant•• vhicb re•alt ia a bt at rate expectation different fro• 
hiatoric inforaatloa. Anc•ote 1 11 expect .. to have 1 better 
thtraal efficiency, a• i• c~ ltll li••r 2. cry•t•l liver J ia 
expected to have a dttradati~, of beat rate due to tuba leak• ta 
tvo aoi•ture •eparator-heator ~"dlee, vbicb vlll ntc•••itate 
their reaoYal fro. ••r•ioe. Coollat tover operation• for tbe 
Anclote plant ver• not includ .. ia tither the beat rate or 
'avallabilltf calculation• bee•••• of liait .. expect .. u•• duriat 
tbe project on period. We find that the propo•ed tart•t• and 
rant•• for availability and beat rate are.reaaonable. 

Ta•pa llectrlc co•Rtnt 

Kr. ~bert r. Toacxat pr•••nt .. TICO'• propo1ed Gill tacget• 
•nd r•nt••• and lt• propoa .. t•••ratiat perforaance incentive 
factort. All of TICO'• coal fir .. unltl vera lnclud... The~• 
acta Cannon Station Onita S aDd f, and 119 lend ltatioa Onlta 1, 
2 and l. Th••• unlta are projected to provide 11.41' of TECO'• 
generation output for tba period. T!CO project .. target 
~uivalent a?ailabllititl of 10.0' for Caonoa Onit No. S, 10.0' 
for Cannon Onited Wo. f, 10.0\ for lit lend Onit •o. 1, 55.t' for 
llf lend Onit lo. 2, aa4 f4.4t for lit lead Onit MO. J. TICO 
projected target beat rat•• of lO,OlS ITO/IWI foe Cannoo Statioo 

·aad 10,017 ITO/lWI for lit lend Statioa. 

TECO propoaed an adjuataent to t~• ~eat rate tacqet !or 
cannoo Station due to tbe failure of tbe fleet point teedvater 
beater on Onit Mo. 1. Tbe failure bal cauaed a one percent 
increaae in beat rate. Tbe beater failed iA Auquat, 1911 and 
inYeatigation indicated tbat replac .. ent va• requir... A 
replaceaent beater abould be lnatalled prior to tbe projectioa 
period. Since tbia change iD opar&tiat condition• bal caused a 
deviation froa ~iatoric beat rate and ia aot e&p.cted to recuc in 
the future, T!CO propoae4 to adju1t tbe beat cat• foe Cannon 
Station to reflect tbt operatioa of tbe ceplaceaent feedvater 
beater. We tlad that tbe propoaed adjaataenu ahould ba 
approved. We conclude that tbe availability and beat rate 
target• pcopoaed by :TECO ace reaaonable and •bould be appro•ed. 

OIL IACXOOT COST a!COV!aY PACTOt 

Rule 25•17.2,, rlorida Adainiatrative Code, vaa adopted to 
•llov tbe tlaelJ r.covery of the coat of iapleaeacint 1upply-side 
conser•ation projecta vboae prlaarr purpoae ia tbe econo•ic 
displacement of oil. Once a proj.ct l• qualified under tbe lule, 
tbe utilicy aay recover an appropriate re'lenue requice•ent !oz 
the projecc thr ougb an Oil aackout Coat leeovery Factor. 

The Pactor ia to include tbt ceveaue requiceDenta of the 
proj.ct tbac vould noraally be recovered through baae ratea, plua 
tvo-cbirda o! the net aavinga aaaocia~ed vltb the project. The 
t~o-th i cda saving• 1• applied to tbe project in the !ora of 
accelerated deprecia tion, thereby accelerating p•r~•nt !or the 
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pcojec~. Oae-tbird of the aet •••tnt• 11 ret1lned by tbe 
r•tepayere, tbcoutb oper1tioo of tbe fuel adjuataenc clauae, 
thereby reducint tbe OYerall coat ot electrtcltf •. 

florida rover and Litbt Coapany ba1 recentlf obtained 
Commia1ion approval of it• 500 kY tranaaiaatoa line project under 
lule 25-17.2,. ~~~~requ~tt~~~•~=allow.t7toTrecover, 
~bcO}l..f~.OU. .. Iactout=COet~ 1 iR~-ractor IP. tlae.:uacaat"t U'llaae 
c.equtr ... n~t;..th-.project, tvcF'tbft'4rof-1Cbe .net · a&Ylnt• 
'l'toject.dd~tt ..ltoiecc;t:"• "~~pao1ty'.:aa.d "VbeQ'lnt~cbutea 
trL:vUt:'.pay:.to.aocatlaera .. foe.: rll•~~l·.lt7-"ir~ T11Uaonf v•• 
preeenttd by r•L ln aupport of itt requoet. In oa1cu1at nt tbe 
projected net •••inti lltoctatt w!tb tbo project, rtL included 
botb the fuel aavint• aad •••tat• due to tbe deferral of Martin 
Oaltl l and 4 aade r.••ible by tbe project. Deferred capacity 
•••tnt• would only e retliltd &a the perto4 OOtober 1tl2 
tbroutb Narob, ltiJ if it. 11 111uaed tbat ew1r aaeoolated vltb 
tboae Martin Onltl vat lnclud-' la rate bate. Abaent tnclualon 
of a cetarn on CWIP, deferred capacity vould bave no ettect on 
•nY current Oil !•c~out Coat Recovery ractor. 

Tbe florida Industrial •over Ga• r• Group oppoaed approval ot 
tbe Pactor Oil the ba1i1 tbat tbe Co .. iaaion lnapprorrlately 
1ppcoved tbe project and tbat rtL bad inappropriate r calculated 
·tbe net ,. Yin91 a11ocla ted vi tb tbe pro jec:t. '1.--.co .. te.U.onl• 
4ec i dlnt:"!"on: appcoval.t.P~:.,p~cdttGt::-..dq~L&PPiar: a•b ltuoa. ··and •eo y 
.Sechion . aade ·Jltc.ei~i.-.:aubjtcn:.·.tst:.daotl~lli.21!-~n!V.RJ 
ceconaidac~~9~~tb•~Coaaiaaio~,~~,~~q~~appcR••~the 
f~oj~. Tberetoce, we conaidtr it appropriate to approve the 
Oil lackout Co•t aecovecy Pactor vitb part of the cevenuee· 
•••ociated vltb lt eubject to refund, ••cured by • Corporate 
undectakint on t be pact of DL. ..-p.ctttl:al'lr~· tbe.·u'{.eav• 
~tributabl~·~~'~e~VGatblrdl net •••inti &ad the annual revenue 
requirement• of the project •re aubject to refund . •bould :~e 
Co~~~&ha ion~ • · decj:don~to~quallty.~be: pro ject-foc ·. OU: . sa clfoul: ":'Coa.t 
i!~Qv,cy-.Pactor~t~~'taent ·be~evecaed~tbe .tvo-thlcda · net~aav~ni• 
e,ev.enaeS:IIOa~· be_ r efWlded "an4::tbe:-taau•-ot. ·vt~ether...to.!iaclade..;,: ~ e 
coraal·. rennue. cequir .. 'll..U..9~ ·:tbe ·.pcdfec~~~·•,::rau~.~.ilL)• 
deJl t.:...'!1t~~e:tb• · Coapany! • "pendinf':"rate.'"""l:a·ae;::-tiOcket.::,llo. 
~200,7-~. Tbe refund provision doea not, bowevec, estend to the 
capacity and vbeelinq chart•• approved foe recovery thcou9h tbe 
clause , since those ba•e been lncludeJ in the Paceor aa a c1ttec 
ot convenience. 

We do not a9ree vith riPOG that PPL'• calculation of net 
benefit• ia improper . PPL'a aetbo4olo9Y and aaauaptiona ace 
reasonable, escept toe inclu•loa of bene!ita related to deferred 
capacity vitb 100' CWIP treataent (diacuaaed later bereln). •1~ 
~bn'eTc:eptton ;·~ 'Ve appro•e-DL.'..a~.},a t igtr .ot._~eoue 
uqunementll. rortba:-J'ac~c. 

We muat deal with several laauea that have been raised dur inq 
this bearinq in order to establish the •ppcopriate Oil Sackout 
Coac Recovery ractoc tor PPL. 

PPL baa requested that it be alloved to recover thcou9b tbe 
Oil 8ackout Coat Recovery ractoc the capacity and vbeelint 
cbarqes paid to Southern Co•pany toe the purchase of coal br 
vice. we find th at such recovery i• appropriate. 

Tbe primary purpose o! tbe 500 kv transa isaion project, •• 
determined in tbe qualification heacinq•, ia econo•ic oil 
backout. Savinqs aasociated vitb t he importation of coal bf vice 
over che 500 kY transaiaaion project could noc be obtained 
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without payint capacitr and vbeelint cbarte• to SoutberD 
Coapaar. lance, capacity and vbeelint cbarte• abould be 
collected tbroutb either the fUel Adjuetaent factor or tbe Otl 
lackout Coet lecoverr lector. letardleea of vbetber capacity and 
wheelint cbargee are collected throutb tbe ruel Adjuataent ractor 
or tbe Oil lackout Colt lecovery factor, total revenue• collected 
by tbe Coapanr will be the aaae. We find that the capacity and 
wbeelint charv•• abould be collected tbroutb tbe Oil lactout Colt 
lecovery ractor to reduce con1 tsion and to facilitate tbe review 
of coati beint recovered by tb Coapaar. 

PPL proroaed tbe incluaio , of 100\ of Conetruction Work In 
Pcogreas (CWIP) aeaociated vitu deferred capacity in tbe 
calculation of the net eavin91 ~ , be recovered tbrougb tbe 
clause. fbi• ia based on an aasu~~t ' o~ tbat had the deferred 
unita been built on acbadule, 100\ of cwtr on tbe deferred units 
would bave been allowed in rate baee durlnt a rate eaee. We find 
tbat inclueion of any CWlP related to deferred eapacitr is 
inappropriate. Whether tbere il a deferred capacity benefit 
properly included in tbe calculation of net aavinga will be 
deterained in the year in vhicb tbe deferred unit would bave eo~• 
on line abaent completioa of the 500 kY project. 

caued'7oa•~~tn!llt•f*••-velt=lr~tlfe~""in"lll'a6ya 
9ruent_. ;-~ve~ nna~it=the-=cev4alll-=requ1na¥nu: auodu_ect vit.b 
,,~~a;S00 I kY ~~rtn••l••A~1~e ·~rQjec~f~~ti•~patiod~Oc~\l~~ 
'ltU. tbroutb .:tlns_b,-UU- ~.! Jl,OIJ 1JJ1-r_.•::-•nlitlon-zabiblU< 1 >. 

rP~ baa requea t ed that tbe •••u~ptions aaaociated with tbe 
calculation of deferred capacity benefita be fixed at tbia time. 
We do not agree vitb that propoaal • . lfone of tbe aaauaptiona are 
sucb that ve cannot fi& tbea aore accuratelr throuvta 
retroapection tban throuvb projection. We do not conaider it 
appropriA~e to lock ouraelves into aaauaptiona prior to the time 
we vill be applyin9 thea. 

The -ot.Uackou c:..;s;o~w-~co.v.err . ractn i'iaea·not ~l>e . a)l.2,~n - • -•:...• 
•epat.-.te line~.t~O-:<>D~ each ~ cuttoMr:4 a "'bi~l;; but: should· be · treated 
~1milarlf7to~onaervation~o•~~rec6~. 

rPL bas propoaed that the Oil lackout Coat lecovecy ractor be 
allocated among customer claasea •• a function of rwa salea. The 
Plor i da I ndustrial Pover Oaera Croup contenda that the factor 
shoul d be allocated on tbe bade of deal nd. 

The purpoae of the Oil Backout Coat lecovery lule la to 
. encourage imple•ent ation of aupplf•lide oil conservation 
· pr ojects . We have de terained tbat tbe primary purpoae of tbe 

transaission project i a the diaplaceaent of oil !ired 
qeneration. We have prev i ously detera ined that conservation 
~easurea benefi t all customera, and therefore should be collected 
i n l i ke aanner ! r oa all cus tomera. We find, likevise, that the 
Oi l Backout Coat Recovery revenue be allocated amonq tbe cu a t omer 
c lassea on the baa i a of ~ aalea and ahould be collected on a t 
per XWB basis . · 

We find tbe testimony of Mr . Pollock~ who testifi ed on behalf 
o! PIPOG , unpersuasive . Mr . Pol l ock contended that Oil a&ckout 
Cost Recover y revenue responsibility ahould be all ocated on tbe 
basis of de~and becauae tbe prima cy purpose• of the project are 
t o fulfill a demand !unction and t o i=prove reliabil i ty. Mr. 
Pollock'• asser tion that the pro j ect i a pr imarily demand r e lated 
di r ectly conflict s v itb our f i ndi~qa . Addit i onallf, 
impl ementat i on o! Mr. Pollock ' • pr oposal voul d create a hea vy 



• 

• 

• 

OIDta JO. 11210 
DCCII~ NO. 120001-IG 
PAGI 10 

a4aiaiatr at1•• burden aa aeparact 011 aackout Coat leco•ery 
ractora would have to be calculated and traed-up •••cy ail aontba 
tor eacb rate acbedule.. • 

ARDZIJO!AM rrppt!Qf or PACT 

~· projected fuel ad2u•t .. at factor• for the October 1, l t l2 
tbroutb Kaccb ll, 1tl3 ,.ri~ propoaed by the affected utilitiea, 
eacept aa hereinbefore aoted, are baaed upon reaaonable 
projection• and a42aataenta. 

The eatiaated fuel ad2uat~ ~nt trua-up factor• tor the April, 
1tl2 throu9b l epteaber, 1t12 p.~ lod, ••capt •• adjuated 
hereinbefore, art reaaonable aad proper lJ coapu\ed. 

W. fiad that the leYeliled fuel ~djuataent factora abown OD 
Secbedule l are baaed apon reaaoaablt projection• and 
aaaaaptloaa. The 1•••11zed fuel ad2oa~eat factora 1howa on 
Schedale A ace hereby autboriaed tor the period October 1, 1912 
tbroutb ~arch 11, ltll. 

florida rower aad Lltbt, ~co; Gulf and FPC pro•ide4 ti•• of 
aae rat•• baaed upoa tbe propoaed leYella .. fuel adjuataent 
factor•. Vben ad,uat .. for the deolaloaa .. de bereln, the tiae 
of ••• ratea art abovn on lcbedule 1. 

We find tbat the arir targeta and rant•• abown on Schedule 1 
are reaaonable and that they ahou14 be approved tor tbe projected 
period • 

lased oa the foregoing, it ia 

O~!IZD by tb• florida PUblic lerYlce Coaala•ioa that tbe 
findings of tact recited herein are approYed. It ia further 

ORD!RZD that the inveator-ovned electric utilitiea tubject to 
our jurladlction are hereby authorized to apply the fuel coat 
reeo•ery cbargea aet forth herein on Schedule A during the period 
October 1, ltll through March 11 1 ltll, aad until auch cbargea 
are aodlfied by aubaequ~at Order. t~ ia further 

ORDEK!D that the estl~ated true-upa contained ia the above 
f uel coa t cecoYery chart•• are hereby •~tborized tubjeet to final 
true-up, aad further subject to analyst• •• to the reaaonableneaa 
and prudeacy of aucb expenditurea. It la further 

ORD!IED tbat the targets and cant•• for the Generatint 
Performance IncentiYe ractor ••t forth berein on Schedu l e 8 are 
hereby adopted tor tbe pe r i od October 1, 1912 throuqh "arch 31, 
1983 . It ia further 

ORD!RED that Fl orida Power and Litbt Company and Florida 
Power Corporation betiD funding nuclear fuel diapoaal coata, •• 
previoualy requir ed by the Coaaiaalon, uti lizlat the net ot taa 
approach oa an i nteria baaia until otherviae dir ected by the 
co~iasion . It is further 

ORDER~D that Flor i da Power and Light Coa pany ia authorized to 
apply an Oil lackout Coat Recovery r actor of .143t pee lWI, 
pucauant t o Rule 25-17. 21 , Fl or i da Adainiatrattve Code . It la 
further 

ORDERED tbat all revenue• collecced by Florida Power and 
Liqbt Company thcouqh the Oil lackout Coa t lecovery Factor, 
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eacept tboae related to vheelint and capaaltr cbart••i eha11 be 
collected aWbjeat to refund pureuaa& to 1 corporate undert•k1nt 
pend1nt 41apoe~tlon bf tbe eo .. iaaloa of anr recon•tderation~r 
elar1flcat1oa of tbe qua11f1cat1oa of florida Jover and L1tbt 
Coapany'a 500 tY tr•n••1aa1oa llae project. 

ay O~EI of tbe florida fublic Ser•tce co .. 1•a1on, thta 
29th 4ay ot Sep~ ltl2. 

(IIAL) 

US/PI 

- . 



I'UIL MUU8DCift t ,_ ILMI INr.:D at Llfl! t.ossa II Mft GJO. 
rca 118 RUOD ~ 1M2 

iUIMJUr U. IDSI u:rnt.lat Mml LlMI LOSS tiJLTUL1IIR 
CDWIIf .... MD• lidl LDILIID CliVftM W/ft'.M LDII 10SS tiJLTJfW!! UV!LIIID <WI'SM 2!!'/PW 
I'lL • •-c..~,a.-1 .ltl .m .141 1.00173 .193 .321 .141 

H &,a. .171 - - 1.00173 .171 

• ca .1tl .lt1 .141 1.001S3 J.93 .321 .141 
c -...t,c:s-1 .1tl .327 .141 1.0000S .193 .327 .141 
D CSI.D4,CI-2 .19) .327 .141 .99056 .191 .324 .140 
I C&D-l,cs-J • .Ul .Jn .141 .91071 .115 .314 .135 

nc A ... l,Mf-1 ... 1..,._1, 
Cllllt. A ....1,._1,w-J,CL-,...,. ..,. 1.W .772 1.0093 .171 l.Ul .m 

• WD-l,GIIVI'-1 .11'1 l.Jll .772 1.0031 .Ill 1.102 .774 
c -...l,wuw-1 .Ill l.W .772 .H01 .M1 1.102 .'H4 

• l .. l,llr-1,1 ... l.ct-1. 
a.t. • -..J.---~ .Ill l.W · .772 .Mll .Ill 1.012 .7U 

tm) A •-c..-,.,..! ,2.1 
a.t.. A -.~.~ .m 1.051 .... 1.12150 .)44 1.074 . 045 

• ..oiW .lJ7 l.ISl .044 .f7720 .llt 1.027 .ou 
c 18-l.D-2 .m 1.051 . ou ••• .llS 1.016 .ou 

Clll A .,-,-,oau • m ... 2 •• 1.01429 .356 .489 . ll3 

• II .m .412 .309 .97945 .344 .472 .303 
c ft .l5l ... 2 .l09 .96521 .339 .415 .291 
D CIG,olll(l) .)45 - - 1.01429 .350 

nu: 
IE 2NPL • lll',M,a. S.SOl -· - 1.02210 5.623 

• Gll,418 s.so1 - - 1.01017 5.561 

§I 
c GSLD S.SGl - - .969211 5.332 
D ..... . s.so1 - - 1.0101111 5.561 

INUIIa A lll',at,a. l.nt - - 1.0153 1. 928 

·i <C • GII,GSD l.nt - - 1.0050 1.909 
c GSLD 1.1tt - - .9514 1.807 

2 ~~ D & 1.ttt - - 1.0684 2.029 

§~! .. c.a AU~ 1. 444 

• . , •• 
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Ul uraa:y: A-. A~ lant• 
~;;r•t Max. • ~Utet Mia. Max. 

.w.. JJL I'I'OL!!!' lTV/!!! HUl!!!J 

Anc:lote 1 74.2J 75.11 72.01 t,no.J t,4U.O t,7l1.1 -. 
Anclote 2 U.OJ ..... ... ., ,,,, .. t,Jt2.J 

'·"' .t Bartow J ... u U.ll ••••• t,ll1.7 ,, .. 1.1 10,04l.t 
Cry1tal llber 1 u.n lt.Jl u.n 10,141.4 t,t42.2 lO,JU.I 
Cryatal lit'el' 2 ..... .. ... ... so 10,012.4 t,aso.J 10,JU.S 
en-•tal u .. r J 74.2t 71.51 70.U 10,nt.J 10,.,. .• 10 I Uf •• 

FLORIDA pQtU AND t i c:ft COHPANT 

c:an .. er:al 1 tl.O n.o .... t,IIS f ,545 t,US 
Cana•er:al 2 15.1 ... 1 U .1 t , IOS t,41J t,72S 
Fort Myer:a 2 12.1 15.1 ' 1 t,l22 t,21J t,U2 
Manatee 1 52.0 .u.o 41.~ t,U7 t,l27 10,047 
Manatee 2 u.o t2.0 as.s t , 7t4 t,704 ',114 
Mutin 1 U.l 17.1 U.J t ,tu t,72C 10,101 
Kar:tin 2 u.s as.s 7t.O 10,017 t,t07 10 ,2C7 
Port I:YectlacS .. 1 n.o u.s lt.O •t,70t t,lU 10,2U 
Port hertlac!et 2 u.s .... to.l t,au t,su 10,U2 
Port I:Yertlac!et J 11.0 to.o u.s t,IU t,4 .. ,, ,., 
Port hertlac!et • u.o u.o 47.0 t,417 t,207 t,U7 
Rhtera J U.4 11.4 .... 10,174 t,l74 10,474 
Jtbiera 4 to.s u.s ... , lO,JU 10,144 10 ,!24 
SAntore! 4 11.2 U.2 51.2 t,l27 t,U7 t,t17 
Santore! S n.o u.o to.s t,IIJ t,SOJ t,IU 
'rurhy Point 1 77.1 10.1 "·' t,nl t,Sll t,lll 

• 'rurkey Point 2 n.o u.s 11.5 t,700 t,SOO t,too 
'rurkey Point l u.o .... to.o 11,223 u,ou U,42J 
St. Lucie 1 7t.2 12.2 75.1 lO,tS2 10,142 u,on 

Gt7Ll' PC'.IEJl CCKPANT 

Crist f 11.7 15.5 7S.t 11,131 10,797 11,465 
Crist 7 Jt.2 42.1 34.1 10,UI 10, 3lt 10,U7 
Sait.h 1 71.1 71 . 1 "·' 10,411 10,101 10,715 
Saith 2 n.c· t3.2 t1.2 10,410 10 , UI 10,794 
Daniel 1 13.1 n.l 51.2 10,1U 10,214 10 ,93e 
D•niel 2 71.4 12.0 u.o 10,60t 1.0,211 1.0,917 

.... 
v.MPA EI.ZCTlliC COMPAIIY 

C•nnon 5 ao.o 14 .o 72.0 
Cannon ' 10.0 u.o 72. 0 
Bi9 ! end 1 ao.o u .o 72 .0 
81q !end 2 55 . t 59 . 5 41.7 
Biq Bend 3 64.4 61.3 51.4 

Gannon Station lO,Ol5 ,, 715 10,215 
Biq Bend Station 10,017 9,102 10,:>32 

• 



. f 

•• 

• 

• 
\ 

lUL2 5 t8J 
R(C'O MMO 

.. 

• 

IUOU ftl ILOIJDA PUILIC I&JYICI CCMIIIJOII 

Ia rea htltlon of PLOIIDA .owll 
AND LJGit COMPANY for aft lncraaaa 
la ita rataa and chart••· 

) DOCiat .0. llOtiS·II 
) OUII 110. USU 
) . - 1110'101 7•24-U 

--~-----------------------) 
'nil follovlnt co-tulonau . panlclp.tad ln the dhpotltlon 

of tllla aatter 1 

OIMLD L. GUWTIJ, Ctlalr .. ft 
~OIIfl r. Ca&lll 
~0111 I. MAUl, II l 
1-'fll JICIOLI 
IUo.AM W. LIIIUI 

huuant to clu1 / than lotlce, the Florida Public larvlee 
COMhaion held pub~ ' c hur inti ta tbla docket on January lO . 
ltU, ln Mhal, rlou ~a • rabruarr J, 1t 14 to roc t Luder da 1t. 
FloridiJ fabruarJ lJ, ltU, ln laruou, Flortda1 February U, 
ltU, ln oartofta laacb , ;'l~ridll rebruarJ 20, ltU, tn Fort 
Mytta, Florlcta1 Mara• JO, UU, la Pala hacb Gardena, Florida, 
an4 to tallah11aeo, florida, on Aprll t-U, U, and 11-20, Ul4. 
la•l nt con.tclared tbe record herein, tbe co-taajon nov enter• 
ltafiftllorcler. 1 

APPI:AaANCEI• KAtt'IIIW Jl. CIJLDI, !aq11Jra, JOIN~ T. IUTLU, 
hqulro, and CliAQ.U CiUYTOII, hq lee, Steel, 
lector and DeYla, l11lt1 J20, rnett lank 
luUcllftt, JU loutb Caltloun Street, : Talhhau .. , 
florida J2l01, ancl MOllll SHELaOF,Y, Esquire, 
t2SO Weat Flatler Street, Mlaat, r rida llU2, 
for rlorlda rover ancl Lltbt Coapany : 

JACI lauva, lsqulre, Public Coun;~l, S~EV! 
IUIIGDa, hqulre, CAitOL!11 OLJYI, Esquire, and 
lt&fl£1 toaEL, lsqulra, Office of Pu~lc Couneel, 
aooe 4, Bolla&d luildint, Tallahassee, Florida 
11301, for the Clt luna of the State ·1f r l onda 

THOMAS r. NOOCS . Esqul ce , Woods ' ~rlso, , l OJO 
East Lot fayette Street, Suite 1l1 . -~alla !-. H•!~ • . 
Fl orida )2)01, f oe flOC ida Ito til ' Mo U 1 
.\eaoctation 

GI:OJtCr: I . S':'~ lLlHCS, Jtl . , Esqulce , P . 0 . 8oa ll , 
Orteta Station, 5411 Octeta Boulevard, 
Jacllaonville, Flocida 32210, for Florida '•tall 
Federation 

MILDUD I. Y. PITTS, ~quire, Office of Central 
Counsel • L&, llooa 4002, lith ' P Streets, Jt.w . , 
Maat\intton, D.C. 20405, for Central Stev i e•• 
AdainlatuUon 

KAAI 8. atCIAaD, Esquire, Law Office& of -.11 
Cbonla, P.A., 10• Palecao Avenue, Cocal Cables, 
Florida Jlll4, for Flor i dlana On i ted for Safe 
Enel:tJ• IDC. 

IRA ~IEL TOlAYEl, Esquire, 1626 D•de County 
Court.bouse, 73 West Fhtltr Street, Miaai , 
Pl orlda l l lJO, for Metropolitan Dido County 

.701111 W. MCW8IHEA1 Jl., hqulra, and JOSEPI A. 
MCCLOTIILI• , h qutre, t.vaon, Mc:Mtsirtec, Ccandoft 
• .. • • • •• 201 E&at hnnedf loula•arct , Suit• 121, 
P. O. loa JlSO, Taa pa, Floc lela Jl60l, foe tlor ida 
Industz l a l rover Oatrs Gtoup 

cocu:~::r t;o.~·: ~~-o.1r; 

ostt~6 :u·. zr. r:m 
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recotnl&t tht 1ncont1atencr la fall1Dt tt treat all of tbt 
Coapaar' 1 nuclear ttfttratlnt phnu la tilt aa.. tubloa a• lt. 
Lucle 2. Add1tloni11J, we note tblt- la the future we 1t11U 
cona14er tht relatlonahlp of oU-peall to , .. 11 ratu and aMU · 
atte.,t to treat tbt lnconaSttency ~etweea tbo 12 cr aethodl a~ 
peak/off peak allocatSoa. 

flPUC propoaed that futl coata ahould bt allocated aaont 
custoJr.er cla•••• with all colt a and that fuel rev•nuu rtc•l v•d 
throu9h the fuel adluat~~nt cl•uae ahould be tubtracttd to 
d.ttntine the revtt.uea to te rtcuv•4 throuth b•u ratu. rutl 
coati and revtnuea were eacl ~dtd fro• the colt of ••rv ic~ atudltl 
by the Coapany. ltaff •trttd "ith the COIIptnt'• treatatnt ot 
tbtae dollar•. We f i ~d that fuel coata and revenuea are properly 
h•ndled ln the fuel adjuataent docket, vhlcb provldea for a 
true-up every ata aontha, and that they lhould contlraue to be 
ueludtd froa ba .. r tea (vlth the uceptloe of fuel ln "orlt1ot 
capital). riPUG ' a a& u••nt that lt ahould uceiYe lover thae 
avera9• fuel coata ha; already been partially conald•r•d by 
laputin9 different line ns~ea ~1 rate clast and ~y ••klat 
avdhble uttt vitb different tntrt)' chartu · for un-pult art4 
off-peak uat. 

I 
fhe queatlon of the treataent of purcballd power ctpaclty 

coau vu allo ralltcl at)' rnuo. lpecUicall)' at iuue It t1111 
trutaent of ""' 1 capacity coau under lU Unit Povti Ia lea 
A9rt .. tftt (UPI) vitb tht louthtrft C011puy. PIPUG conten that 
purchaud power coati should be allocated aaont custoaer huu 
vitb all other coau and that revenue• received ah . ld be 
aubt.racttd vlth fuel rev.nuea to deuralne tbe uvenuu~ to be 
received throu9h base ratu. Where the price paid for p\l&chued 
power includes a c•~acity chart• and it bithtr than "hat Li vould 
coat the utility to t•neratt the power, rJPUG artu•• Uiat tbe 
coau should bt allocated partially to dtNnd. lowever, vheu 
purchased power costs are beint rolled into base rates, ruuc; 
cont ends that any ca.,.city chart•• ahould be allocated on tbe 
baaia of de111and. flPUG did not prtltnt any evidence del hut in9 
the iapact or aaount of UPS costa that are capacity relat~. ~r 
decision on thil issue it baaed oa Order lo. 11211, bold1~ that 
the pri~ary purpoae of the pro)•ct vas fuel aav1nt• and •Ptrov1o9 
rPL'a uanaa11110n lin• as an Od-ttckout Project pur•~nt to 
Jtu h lS-17 . 16, Plor i ch Ad1111nittt t ~ lYI Code. In thtt Or"'r, v• 
d• t •c~:n•d t~at all of t nt c ct ~ s ot the fro )• : t •:• to >r 
:•co·• • : •e 1n th• 011-1ackout C l •~••· w• t1nd tt.•t t h••• cos:s 
ttv• r. ~t t't• n includ•d and 1t:ou!d not b• lncludtd 1 11 t tl• coat o t 
: ~ t v 1 .: .. ! ·- ! ! ... ,. c ' .; s e t h f' ) ' v 1 11 t • : : ' " ~~~ 1 n t h • • • ; • : " t • c l a ~ ' < 

A :... ;.-ua :e laau• caued in t~a cau is w~ethtr t ~• cost c: 
the ~OOkv tunar:~i ssion lin• Oil-hc;kout pcoltct •r.d the r•ltttc 
capacity char911 ah~uld be rolled into bate c•t•• for ell 
cuatoaer cla••••· The Co~pany propoaed to laclude .l02t p•r I~ 
in base rates. Public Counsel objected to tbla treat•~~t. Staff 
reco~~atnded that the coat of the project, leaa rehted capacity 
cbar9u, should be included · in base uua. 1'be co-inion has 
reaoved fro• baae catea it••• aucb aa f~el and conaervatloe. 
lule 25-11.16(4)(d), florida Ad•lniatratlve Code, provides for 
oil-backout project costa to be included ltl base raua at Ute 
Co•pany't neat rate call flllDf, but 4oea aot •andate sue~ 
trea t•ent la all cates. Conaequently, ve favor keeplDt baae 
catea aa •pure• at possible , vlt.bia tbe coaatralntt of tbl 
co-hlion•a rules and 4ecllne to accept PPL'I propoaal to roll 
the oll-bac kout project coat• into base ratea at tbia ti••· 
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~~ follovtaa eo .. tsslontrt partlc1patt4 Ia tbe dtsposltloa 
of tbh enters 

JOIIPH P. CliSIIf Chalraaa 
JOHif I. MAliS, I J 
UTII NICHOLS 

Purauaat to duly : tYta lfotlct, the Plortda Public Service 
Coaalssloa held pu~llc ~• •rtnas Ia Niaal, Florida. oa July 7, 
ltiZ; Vest Pala leac~. Jul 7 I, ltiZ; ft. Lauderdale, Plorlda, July 
t. 1tl2; Sarasota, ftorl4a, Ju11 15, lttz; Port Myers, Plortda, 
Julf 11, ltiZ• Daytoaa leach, Plort4a, July tt. ltiZ, and In 
Tal ahatteo, ftorl4at •• Sept••••r 1S•17 a~• 21•24, 1912. Ktvlna 
consl4tre4 tbt rtctrt ~orela, the Ct .. lttloa aov tater• Ita final 
order. · 

A.PPEAlANCIS: Nattbev N. Ckll4t, 114•• aad Jo•a T. Iutter, ltq. , 
ltttl, Htctor & DIYltl 1400 Sl Plrtt National ltnk 
1141•• Ntaat1 Pta. SJ Jl, and Curtis Mcintyre, 
114., P. o. 101 J2tl00, Nlaai, Pta. 33152, for 
Plor1da Pover & Lla~t Coapaay. 

Nell Cboala, 114•• aad Nark llcbard. ltq., 
S04 Palerao AYeaut# Coral Cables, fla. 33134 0 for 
Plorldiaas Ualted or Safe !neray • . 

· Joupll A. McCtotblla. ls4. • and Job a W. Me Wb l rter, 
Jr .... ._., Lavtoa, NcWillrter & Crandoff, P. o. loz 
SSSO, Taapa, Pla. SS60t, for Plorlda Industr1t1 Power 
Users Croup. 

Jack SbrtYt, !sq., lennetb Hoffaan, Esq. , Sulanne 
lrovaless, 114•• Mlcbael Wtlsoa, !sq., tnd Steve 
lure•••· Esq •• Office of Public Counsel, R• · 4, 
Holland lldl•o Tallahassee, Pta. SZl01. for the 
Citizens of tilt State of florida. 

Ctora• 1. Stalllnllo Jr •• Esq., P. o. loz 13, 
Ortesa Statloa, Jacksoavllle, Fla. 32210, for 
Florida letall Fedtratloa, Inc. 

lod Tenaysoa. 917 lelvtdert load. Vest Pal• leach, 
na. lHOS. for Florida Consuaer Fedeutlon, Inc. 

Michael 1. TVoaey, Esq •• lonnie Davis, Esq . , and 
?aul Se&ton. Esq •• 101 E. C.tnes St., Tallahassee, 
Fla . 3~l01, for the Coaalsstoa staff. 

Prentice p. Pruitt, Esq., lruee Ienard, !sq., Charles 
She1fer, Esq •• aad Cre1 rrasovsty, Esq., 101 £, 
Ctinet St., !al l ahassee, Fla. l2301, Counsel to the 
Coaaiuion. 

ORDER AUTHORIZING CEITAIN l~ClEASES 

BY THE COMMISSION: 

I. SUMMARY OJ tECISION 

In tbts Order, vo have deterataed tbat Florida Power ~nd 
Ll&ht Coapaay (PPL, the utility or the Coapaay) shou14 be 
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Durlaa aptclal oral arauaeata •• tbo lltlaatlon lteaa, 
PPL's roprtstatatlYo cautloaod that c•o Coaalaaloa'l actloa Ia 
tblt caso of aot placlaa la rato ~aso certala coats associated 
vltb peadla1 llttaatloa could •••• utility •••••••••t• the vron1 
•etsaae. ipeclflcallyl tbo utility said that aanaaeaents ataht be 
aoro cautious about su Dl Yeadors If thoy tbou,bt tbt Coaatsstoa'a 
retpoaso vould ~. to eaclude asaoclattd costs roa rate b•••· 

le reject t•t• aot ~oa. le ~olleYo that our declaloas Ia 
thla caao, ... la t~t Coe~aay•t prtwioua ratt cate, hawt protected 
tht ratepayer• ~y aot pl , claf Ia rato baao coati that hawe not 
beoa deterataod prudtati ~~ e, at tbo aaat tlao, protectlaa tbt 
Coopaay and ltl ati<klo ••~• by allovlna tht accrual of A1UDC on 
the excluded costa. Vo do not btlleYo that our actions here will 
deter conscltatlout ••••teatu f oa pursulnl lt&lttaate leaal 
clalas la tht latertlt o Ita rattpayora aad atockholdera. 

2. lxcesslwt luftor Zonet 

t n rt,levlnf t•• property surrouadtna each of FPL'• 
lffttratlftJ pJaat I ttl, t .. Coapaay aarttd that I ClftiiD parcel 
of l,070 acrtl adjaceat to Itt Naaatto plaat 1ltt wa1 no lonaer 
nectlstry for tho o,.ratloa of tbo plaat. AccordlnllY. 1PL 
suaa••t•d that tbe epproprtato adjuttaent vas to de4uct froa Its 
plant Ia strYlct accouat tbo t1,2S•1 2tl Jurladlctloaal book cost 
of the land. Vo 11ree aad reduce p1aat la aerwlct by $l,ZS4,291 
for the Manatee buffer aoat. 

Alto durtaf the courae of tblt proceedln1, wt bee••• awere 
that FPL vas arov aa. for sale, citrus fruit oa portion• of Ita 
Manatee aad Martla plaat sites. PPL bas lost aoney oa ttl citrus 
operatloas slace their tacoptloa Ia lt79 aad has charaed the 
losses and operattna tapeasos to utility operatloaa on the theory 
that the eventual profits fro• tbe operatloa vould accrue to the 
benefit of tbe ratepaJers. Aa explained ln areater detail in tbe 
Net Operatlna lnco•• (MOl) sectloa of tbls order, FPL bes aareed 
to treat all revenues and eapenltl associated vith operattna the 
aroves on a belov-tbe-llne baais. Consistent vlth this 
adjusteent, we hawe reduced plant la serwict by aa additional 
$144,922; eade a correspondlDI reduction to accueulated 
depreciation of $12,117; and reduced CWIP by $221,157. ~ile the 
Manatee Groves which ba•• nov beea reaoved lroa rate bese are thus 
operated oa aon•utillt7 property; tho Martln aroves are located on 
property still recoaal&ed 11 necessary buffer &ones. If FPL 
rented this land to a aroye operator, it would recetwe rents to 
offset so•• of tho reweaues necessary to aupport the lnvestaent. 
lased upon a calculatloa recoaal&lna the value of the land 
concerned and FPL's requested OYtrall rate of return, we shall 
lapute rental lncoae of $100,000 per year for these aroves. 

) . Unrecovered 500 IV Line 011 Jeckout Costs 

In Order Ho. 11210, FPL vas authorl&ed to recover, throuab 
the oil beckout clause, tho costs associated vltb that portion of 
lts SOO lV line project that 11 la coaaerclal serwice. Ia this 
case, the Coapany proposes, pursuant to Florida Adainlstretive 
Code Rule ZS-17.16(4)(4), to Inc l ude ia its base retes the 
reaainin& unrecovered costs of the project . We bellewe the 
request is consls teat vitb the rule and approve the inclusion ln 
base ra tes of the reaalnlaa unrecovered costs of $706,000. 

1. Accuauleted Depreciation and Aaorti&atloa 

The aeount of eccuauleted depreciation and aaortitetion 
or i1lnally proposed by tho Coapany ts Sl,llZ,ISl,OOO. The net 
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vblcl tbt aevly estabtl•••• rate ef retura Is uted to aaua• 
vbetber aay portloa of t .. aaouat ctlltcted oa aa laterla batlt 
thould be refua4ed. Applylaf tle teat tt tbe laterla avard ta 
tblt case, ve fla4 that tho aterla lncreate of $CI,3CC,OOO on aa 
anaual batlt dl4 aot reault la a retura areater than that 
authorlaed bert~ aad that, therefore, ao refund of the aaountt 
collected pursuaat to tbt aut•orlty of Order Jo. 10931 la required. 

11 n. !! n snucruu AHD u n ou 1 GJ 

HaYlnl aacertal ,,4 the Coapaay'a reYenue requireaent and 
tbe aaouat of reYenut l~create aecetsary, v• aov tura our 
attention to rate cleslaa. We aust cleteralne tbe rate of return 
curreatly earaecl by each r a te clast, tbe lncreaae lD revenue 
requlreaeat a11ocate4 to each clan, aacl bov each clau • revenue 
utpoaalbllUy vlll bt apuacl betv11a the cuatoaer, uer11 and 
cleaaacl chart••· In thlt rate procetdlnf• ve •••• alto revlevecl 
tbt coatlnued approprlatentll of teYera atpectt of the Coapany'a 
preteat rate structure. We beala flrtt vltl the coat of service 
ttucllet preteatecl la tbls case. 

Coat of SerYlce Ntthoclotocr 

Ia tblt rate cast tbree cost of ttrYlce atudlea based oa 
flYe cltffereat 4eaancl alfocatloa ltthodo1oalea vere presented to 
us for conslderatloaz tbt 12 colaclclent peak aethocl (12 CP) the 
12 coincident peat aad one•tblrteeath veiahted averaae aetho~ (12 
CP aDd AYJ.), the suaaer/vlnter r·t aethod, and a nev aethod 
whereby the 12 CP ancl AYI• deaan allocator• vere vei,hted to 
reflect the utlllaatioa of facilltiea by tiae period (WTCPAV). A 
fifth aethod, the 12 CP aacl averaae, veifhtina the averaae de•and 
at SOt, VII altO presented. However, th S llthod VII DOt 
supported by anyone. 

We continue to believe that the 12 Cl and one-thirteenth 
veiahted averaae aethocl ls the best deaand allocation •ethodotoay 
to use la florida. This ls to because each aonthly peak is 
laportant in FPL's systea plannina perspective when periods of 
peak deaands and the necessary periods of planned outaaes are 
couidered. Thus, the aajorlty of production costs should be 
al located oD the basis of each class• contribution to all of the 
aonthly peats. Additionally, one-thirteenth of production costs 
should be allocated on the baslJ of each class' averaae de•and so 
that each class vill pay for soae portion of the production plant 
lt uses, even if the usaae Is not coincideat vltb the systea 
peat. This ls consistent vlth our Yiev that soae of the 
production plan t costs, such as coal handllaa equlpaent. vhile 
allocated oa t he basts of deaand, vary •ore vltb tbe a•ount of rwH 
produced than vltb the deaand placed on the systea. 

Wh ile the ll CP and oDe -thirteenth weiabted averaae cost 
study subai tted by the Coapaay at Staff's request confor•s to the 
allocati on pol icies ve approved la T!CO ' s recent rate case, Docket 
No. 120007-!U, soae adjustaents to the class rates of return are 
necessary. Fi r s t, i D reaov i DI fuel-related revenues fro• the base 
r evenues of each c las s the effect of line losses and associated 
taxes vas not cons idered. Second, $232,641 v11 i nadvertently 
o•ltted froa t he calculation of the revenues at present rates of 
the OL· l c l ass . These tvo adjustaents did aot spark any 
controver sy . 

The t h i rd adjus taent to class r ates of r e turn arose fro• 
the Co1p1ny'1 treataent of the discount a i•en t o curtallable 
custo•ert. In the cos t of service study t he cost of the discount 
v11 alloca t ed eat lrely t o the curtallable classes. However, the 
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~urtallablt cutto .. r cla•• vaa allocated all other costs as thou1h 
they vert fir• cuato•en. Thut, t~t rates of retun of the 
curtallable clas••• art .. cterstated, lf, ta fact there ls a 
beatflt la h•Ytaa curtallablt load. Staff proposed an adjustaent 
that bas tbt tfftct of allocatlDI the cost ef tht curtatlaent 
dlscouat to all cust .. er classes. The curtailaeat discounts 
should, as Staff pror.• ... bt allocated oa the basts of deaand 
because the btatflt eriYtd •r all custoaers froa the presence of 
curtailablt load ls d•• ~•• rt ated. 

PIPUG coattacltcl that the coacept of the alnlaua 
dtstributtoa syst•• tb~ld bt recoaalztd la a cost of service 
atudy. Howtftr, la rtc&'t rate casta vt haft aot approved use of 
the alal.ua dlatrt•utloa systta la classlfytaa coat• and no 
tYldtDCI VII pflltDtt4 la ! ~~ ; aat to ptrtuadt Ul to depart (roa 
thh pollcy. 

PIPUG alao coattadtcl that lf tbt uartcofered lnvestaent ia 
Plant la StrYlct tf the SOO IV llae oll backout project la 
included la ratt baae, It abould •• allocated aaon1 the custoaer 
claases oa tbt basil of 4eaaa4. Tbls lavtttatat vas allocated 
partly oa the basta of dt .. ad aacl partly oa the basts of ener11 ia 
the cost of strYlct atudy uttcl la thla procttdlnl· Wt have 
iacludtd the uarecoftrtcl portl oa of the llat investaent ia rate 
base but vt reject PIPUG't proposed allocatloa aetbod. Because 
the prt .. ry purpose of the project la the tconoaic dlsplaceaent of 
oll, lU COSU lboulcl llaYt bttD allocated solely OD the bash of 
ener1y, and tht Coapaay ahould .. kt tbls correctloa in the cost of 
serYlce 1tudy subaitttd la its aext rate case • 

Mr. ra .. y, ttstlfylDI for PPL, advocated use of tbt 
wetabttd 11 CP aact A••· cost study be devetor•· He testified 
that tbt WTCPAY .. cho4 coaaidtrt as a part o its dtaand 
allocatiOD process the type of facility and hov the facility is 
used to provide service to tht custo .. rs. The result of 
lacorporatiaa this coasideratioa lato the cost of service study is 
that the co1t1 related to supplyinl ener11 are allocated on the 
basis of averaae deaand and the costs related to 1upplyin1 peak 
loads art allocated OD the basts of r•ak de .. nd. Mr. Ta&ay araued 
that thl1 allows a auch aort equltab • sharia1 of cost1 aaon1 the 
rate claltts. The Coapaay•a atteapt to reco1ai1t differences in 
plant COStl 11 • laudable aoal. However, sufficient questions 
were raised conctrniaa Mr. ra .. y•a cost of service study that 
further rtYltv la necessary btf~r• a colt of service 1tudy of this 
type caa be used to deataa rat••· The Coapa•r dtd not 
sa~lsfactortly shov vhy the allocatloa of fue co1ts 1bould not 
track the allocattoa of plaat costa la this kind of 1tudy. Also, 
the Coapany failed to ahov why, lf plaat necessary to serve the 
continuous deaand of a class la allocated on the basis of IVH 
con1uapttoa, plant necessary to serYtce noncontinuous de•and 
should not be allocated on the extent to which the coincident peak 
of a class exceeded lts noncoincideat peak, rather than tbe entire 
coincident peak of the class. 

Allocation of tht Revenue Increase 

The results of the Staff Requested 12 CP and one-thirteenth 
vei&bttd averaae deaand cost of service study show the follovina 
rates of retura, with the adjustaents de1cribed above, earned by 
the various custoaer classes: 
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(T)M corruption of the ay.Wtll he oriP 
nally awore to uphold &M defend looru 
too larr• to allow him to remain on the 
rolla of a profesaion whoee hallmark il 
auppoMd to be int.trritY. The stArk 
truth It that even in the hearin1 before 
the rete..... one brief sc.p '\way from 
Supreme Court review, he 1i 11 lA an at­
tempt to uvt hit lieeue .. . 
[T)he principles eloquently ~ 1lf'"Hd in 
Dodd 11. Tlu Florida 84r, lll So.2d 17 
(Fla.l960), should and do ha•• a t1'1l"~S 
rinr. 'nlat rinlinr can tdll be hnrd 
today throurh T1tt F1orlda /14r r. Agor, 
394 So.2d .o6 (Fla.lMO). It rinp a clear 
meuap: "lt you subvert the judicial 
sy.ttm by inttntionally wnperin1 with 
the purtuit of truth, you wiD Ubly for­
feit your !Wnse to pnctjce law." 

I would adopt the reteree's recommend&· 
tion that Lancuttr be dilbarrtcl. 

OVERTON, J .. concun. 

EHRLICH. Judre. concurrinr ill part 
and diaMntiDr in part. 

1 am disturbed by tht majority'• 
inexplicable leniency toward OM who hu 
been found pnty of underminlnr the very 
foundation of our profession and of the 
ayattm of the adminiatratioo of juatict. 

Lancuttr, an off.cer of the court. lied to 
a conatit.utaonaJ officer performinr hia tepl 
duty to in'·estiptt criminal artivity. Lan­
c:uttr knowinrly and willfully vaolated the 
oath ht had t.alcen before (ivinr ~timony 

to the atatt attorney; moreo,·er. ht vaolat· 
ed the oath he took to become a member of 
The Florida Bar. 

It ia axiomatic that an applicAnt for ad­
miuaon to The Florida Bar who lies or 
omitl the truth on the bar application ia 
presumed unlit for admiuaon to the lepl 
profesaion in thla atatt. Sft, t .g., F1LSup. 
Ct.Bar Admiu.Rule, art. VII. t 2; Fla.Bar. 
Exam.Rule 1, f 6, Florida Boord of Bar 
Ezaminen 11. l.Arn~r. 250 So.2d 852 (Fla. 
1971). Thia ia juatlfled bteauae our profes­
aaon can operatt properly only if ita lndivid· 
ual members conform to the hirhest atan­
d.ud of intqrity In all dealinp within the 

ltpJ ayattm. How much mo~ ia thiS true 
of OM already reapinr tht benefi~ of the 
profnaion, with tlnthand knowledre of the 
inDtr woriOnp of the ayattm. An attorney 
who todeavors to Meu~ the abaence of a 
material witnna from a criminal proceed· 
iftr and who U.. und.r oath to tht atate 
att.orMJ durinr the courM of an inveatip· 
tioa ol crimina.~ activity, hu made a mock· 
try of aU that 'nw Florida Bar repreaen~ 
to boUI the public at larre and to all of ·~ 
members. He ahould no loneer be a part 
of it. 

I would dlabar the reaponden t 

OVERTON. J .• concurs 

CITIZENS OF tiM STATE of 
Florida. Appellants. 

•• 
Pl'BLIC SER\' JCE CmOIISSIOS. 

et al., Appell«a. 

Soa. moe. ~o1 . 

Supreme Court of Florida 

April 12. 198-C . 

Electric company fil~ vetation ~· ath 

Public Servic:e Commiuion IHkina quahfi· 
cation of tranamission line project under 
oil·backout oo.t recovery facl<>r rule. Fol· 
lo111-in( auapenaion of hearina. durin( ~·h•ch 
portion of rule dealinr 111ith calculauon of 
amount of additional ~reciation aJio,.·ed 
utilities wu amended. the Public Ser•i::e 
Commiuaon waived prior appro\·al require­
nwnt and qualified electric company's 
project for recovery under init~l rule. Af. 
ter project wu completed, the Commiuion 
approved electric company'• comput&tion 
of ita recovery fact.or under amended rule. 
On appnl, the Sup~me Court, 0 \·enon. J . 
htld that: (1) proviaion of oil·backout :'\lie 
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,.·hich allows for approval of project.l be- and then dttermlrltd COlt neovery under 
iUn befo~ the ru)e WU adopucf Or before &menct.d eott recovery fadOI' r\IW, did not 
the Commiss1on it able t.o act on petition enpj't iD " retroaed•e ratl"'ft&kinr.'' alnee 
for approval hu adequate iUidellnea and retroaedve ratemakinr only OCCW'I when 
standards to safeiUard apinat arbitrary new rata art applitd to prior eonaumptlon. 
action by the Commitsion: (2) deciaion to Weat'a F .S.A. tl Me.82, It" 82(2). 
waive prior approval requirement wu IUJ> Sec publlcatloa Words i Phrun 
ported by competent, aubatantlal evidence; for other Judldal cou&NCt • and 
and (3) Commiuion'a application of amend- dellniiJoftl. 
ed coat recovery factor rule wu not ~ 
active ,..temakinr . 

Affirmed. 

I. Public l'tilltlta e:»lt4, lt5 
Standard of ~view u t.o decialon by 

Public Service Commiaaion ia whether com· 
pet.ent. substantial evidenee supporta a 
Commiss1on order; ordert of the Commit­
l ion cvme before the Supreme Court 
clothed with the preaumption of validity. 

2. Public t:tllltlea cat27 
$e(tion of oil·backout rule which al· 

lows for waiver of prior approval for etr· 

•

proJeet.s if projects we~ bepn before 
was adopted or befo~ the Public Ser· 

VlCe Commission it able to act on petition 
(or approval and if the utility must bep 
the proJeCt t.o obtain ita full benefit&, hu 
a ' equate guidelines and standards to safe­
~uard against arb1tr&l')' action by the Com· 
m1ss1on. West's F.S.A. §§ 366.82, 366.· 
82(2). 

3. EIKtrlcity e:»i1.3<3l 
Public Service Commission'• deciaion 

t.o ,..a1ve prior appro,·al requirement in ap­
provmg projeCt of electric company under 
the o1i·backout cost recovery factor rule 
was supported b)' competent. substantial 
ev1dt-nce. including evidence that it wu 
necessary for company to begtn ita project 
pnor to appro,·al to ~ke ad,·antage of the 
ava1lability of coal·fired electricity from an­
other electnc company. West's F.S.A. 
§§ 3~6.82. 366.82(2). 

~. El~ctridty 4211.3131 
Public Service Commission, which ap­

proved electric company'• project under the 
oil·backout cost recovery factor rule when 
initial cost recovery factor wu in effect, • 

Jade Shrne, Public CouaMI. aod Ste­
phen Fopl, Allod&t.t Pubtie CounNl. Tal· 
lahu .... for appellaAca. 

Wnllam S. Bilenky, Ga. Counsel, aod 
Carrie J. Hichtnws, Allodat.t Gen. Coun· 
Nl, TallahuMt. tor Fla. Publk S.rYice 
Com'n. 

Matthew M. Childa of Steel, Heet.or a 
Davia, TallahuMt, for P1a. Powtr a U,ht 
Co. 

OVERTON, Juatke. 
nu. ia a du-.rt appeal by the Citaena of 

t.M State of f1orida (CIW.na) from two 
orders of the Florida Public Service Com· 
minion. The rnt order approved a project 
of the Florida Power A J...icht Company 
<fPL) under the Commiaaioft'a OU·Badtout 
Coat JW.covery Factor Rule (OiJ.Baekout 
Rule). The aerond order approYed FPL'a 
initial oil-backout co.t recovery fKtor JIW" 
auant t.o an amended version of the rule. 
We have jurisdiction, article V, aeetion 
3(b)(2), Florida Constitution. aod we atr.rm 
the orders of the Public Serviet Commia­
tion. 

Thia cu. invoh·ea the Commiuion'a im­
plementation of aection 386.82, Florida 
Statutes (1981), • ·hich wu tnac:ted to re­
duce the dependency of Florida utilities on 
oil. Subsection (2) direc:t.a the Commiaaion 
to "adopt appropriate coala for incrnainc 
the efficiency of enerl)' c:onaumption ... 
includ.inr roala dnirotd to increue the 
conaervation of expensive resources, auch 
u petro~um fuela." To carry out thia 
leplat.ive mandate, the Commiulon 
adopted the Oii·Backout Rule, Florida Ad­
miniatrative Code Rule 25-17.16. The pur­
pose of the rule, which became effective OD 



1026 Fla. Ul SOVTHERN REPORTER. 2d SERIES 

FebruatJ 25, 1M2, Ia to encourare utiliU. 
to undertake ofl.batkout project.~. Tht Oil· 
Bac:kout Rult tDeOurarn utJIItitt to ue 
fuela other than petroleum futla by allow· 
inc uUllU.. (1) recovery of the NVtnut 

~ulrtmenta of the projt, • throup a eoet 
recovery factor, and (2) a.cc-.ltrac.d deprtei· 
ation iD the amount of tWI'-thirds of the Mt 
fuel aavinp auociac.d ~ -lth the project. 

Under the rule u adopWc. the Commis· 
aion muat farat determiM if a p. J( -t uali­
r~a for eoet recovery. Althourh the nale 
~ulret a utility to obtain Commission a~ 
proval befON the eonetnlftion of a Pf'O' 
poMd project. under Nd.lon (3)(c:) of Rult 
2$-1'7.18 the Commlaalon may waive thlt 
prior-approval r.qllirtmenl Once a project 
hu t>e.n approved and it 10ft Into opera· 
tJon, t.ht utility may btrln to recover Ita 
c:oata. R«overy is baNd on pro;.ct.td fuel 
adjustment ehara"n for all invtttor-owned 
ele<:tric utiliU.. on a aix·month buia. 
Projected fuel adjustment c:harttt are Mt 
a t a hearinr held two months prior to the 
aix·month recovery period. Arter the aix· 
month period, the actual eoeta are deter­
mined and any over-reeovery is refund.d to 
ratepayers with interest. 

In 1981, before the effective date of the 
Oil·Baekout Rule, FPL btpn an oil·baek· 
out project conaiatinr of the construction of 
two tranamiuion lines atartinr at the Flori· 
da·~rria border and runninr down the 
eut coast of florida. The purpoM of the 
project wu to allow FPL to rec:ei,·e eual· 
rind power from the Sou them Company. 
On March 30, 1982, FPL filed a petition 
w1th the c~mmiuion aeekinr qua liftc:ation 
of thia t ranamiaaion line pro;.ct under the 
Oii·Baekout Rule. Both Citiz.ena and the 
Florida Industrial Power Uura Group (Fl· 
PUG) int..erveMd. Hearinp on tht qualif t­
eation of the project. which btpn on June 
17, 1982, were suspended alter two da)'l 

pendinr the disposition of a rule-makinr 
hearinr in which amendments to the Oil· 
Backout Rule were beinr considered. On 
Auruat 3, 1982, the Commiaaion completed 
the rule-makinr hearinp and voted to 
amend that portion of the rult dealinr with 
the calculation of the amount of additional 
depreciation allowed utilitiea. The qualili-

cation proc:tedinra 'for FPL'a projt>et ~con· 

ven.d on July 30, 1982, and on Aurust 3. 
1~ the Commiuion voted to ~~t'a l\'e lhe 
prior·approval requirement and to quali fy 
FPL's project for rec:o,·ery under the Initial 
OII·Baekcxat Rule. Citixens and FIPL'G op­
poMd thia action, contendine that the "-' 1 1\' · 

er of the prior·approval requ1rement "-' U 

not supported by lhe ev1dence 1n the 
ncord. The order grantine lhe wa1,·er of 
the prior·appro,·al requ1rement for F'PL's 
projei:t ia the subject of the firs t auue on 
appnl. 

1M MCOnd wue on appul conce rns the 
computation or FPL'• COit·rt'CO\'ery factor 
Aft.tr it. project wu qualified under the 
Oii·Backout Rule. FPL filed a pt>tition for 
approval of ita computation of ita oll·back· 
out factor. The Comm1uaon appro,·ed 
FPL's computation of 1t1 o1l·backout cost 
reco\·ery factor, ftndinr that 1t ~~o·as in ac· 
cordanct with thf Oii·Backout Ru le a& 

amended on Aurust 3, 1982. Ciu u-ns ap­
pealed the Commiuion'a orde r on thas IS· 
sue, contendinr that it wu error for the 
Commwion to have UMd the amended ,·er· 
sion of the Oil-Backout Ru le in calculatang 
FPL's oil·baekout cost !'ffo,·ery factor. 

(l-3) With rep rd to ~he first cssue 
Citiz.ens contend that Rule 25-li 16. an,! 
particularly Metion t3)(cl of the ru le . •~ 

df,·oid of any lf\lldelines and . u nda rds to 

direc:t the Commission's action anol that tht' 
decision to y,·ai\·e the praor-a l r ro\'al re 
quinment in this cast was a rbct rary and 
capricious because the Commisston fa1l .. d 
to de,·elop ruidtlines and sundards an tht' 
record. We disaeree. As we have su ted 
before. '1 tJhe standa.rd on ~view is wht'th 
tr competent, substanual f\'idenct sup­
porta a Commission order." C.ti:ou r 
Public Sutin Commusroll. 425 So :!d 
534, 538 (Fla.1982) tcit inr Crtr:n11 r. Hau·· 
kirtl. 350 So.2d 254. 259 lfla 19i 8J; Dt 
Groot v. Slteffit ld. 95 So.2d 912 lf'la 195'7)1 
Further. "[o)rdera of the Commtu1on come 
before th" Court clotht'd w1th the presump­
tion of validity." Cit1ztn1. 425 So.2d a t 
538 (citinl Gtrttral Ttltpltont Co. v. Car· 
ltr, 115 So.2d 554. ~57 (F'la .1959)). W e 
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• 
fmd that tht> Oii-Backout Rule it.ael! pro- aelf~taintd and bftallH the initial cost 
,.1de~ spt>cific qualificauona requirement& rtCO\'try fact.or waa in tfftrt at the time 
pursuant to -.·h1ch tht> Commission deter· that FPL'a proj~ Ql. .,lirltd under tht rule 
mmes whether a project qualiriH under the it had to bt applied in this cue. The 
rule The waiver pro\·iaion of Hetion (31(c) Commission re~ this interpretation of 
merely allows for the approval of pro~ ita rule. lt determin -t that under the Oil· 
under the rult where such pro~ta "'ere Batkout Rule two distil ct p.r«e~HI occur. 
btogun bt'fore the rule wu adopted or t>. Fint a project qualirtn ul'ldtr tht rule 
fore the Commiuion is able to act on a and. .ond. tht cott rftO\'tr)' faeu>r ia 
petition for approval, and the utJlity muat determ!Md. Substantial time may tlapM 
beiin the pro~t t.o obtain ita full btneftta. between thae rnt and teeond at.epe, and 
~lion (31(c) has adequate ~uidelinn and tht eott rteOVery factor Ia aubject to 
standards to safe(Uard apinlt arbitrary cbanee. The Commilaion alao rejectfd Citi· 
action by the Commission. We alao rtnd una' contention that ita application of the 
that in this case the Commiulon'a d«iaion rule in thia cue constituted retroattive 
to waive the prior-approval requirement rat.emakine. COMiudinr that reuoacth·e 
was supported by competent, aub.tantial ra~makine only oceun whtn new rat.ea 
~videnl'e . The Commiuion expl't'uly are applied to prior eonaumption. Stt Gt~.l/ 
found that it was necessary for FPL to Pour fA. "· Crn~t, 410 So.2d 492 (Fla. 
bt'~in iu projK t prior to approval under l~). We &(rtt wltb tbt Commiaalon that 
tht rule to take ad\·antaae of the availabll~ Ita application of the cost NCOYH7 fact.or 
ty of coal·fired eiKtric:ity from the South- rule In thia eue oa·aa not retroattJve rat. 
ern Company. makinr. 

( ~ 1 C1trzens' second contention. that the The Comminion'a conatruetion and appli· 
Comm1ss1on departed from the Haenti&l ~ cation of tht Oii·Backout Rule in this cue 

•

qulremenu of the lkv• when it alleredly wu reaaonablt and the Commission did not 
retroacti,·ely applied the amended version depart from the euential requil't'menu of 
of Rule ~17 16(4)(al to calculate the costa tht law in ita action. Accordinrly, we af. 
to be reco,·ered by FPL from ita ratepay· firm the orders of the Public: Service Com· 
ers. is also not supported by tht record. mission. 

• 

FPL's proJeCt was qualified under the Oil· It is so ordered. 
Backout Rule when the initial coat rteO\'ery 
formula set out 1n sect1on (4)(al of Rule 
25 Ji-16 was in effect. Between the time 
that FPL's proJect ,...as qualified and FPL'a 
init1al six-month cost recovery factor wu 
dtlt-rmmed. the Commission amended sec­
tion (4)(a) Citizens cont.t>nd that the Com· 
m1ssion's use of amto nded sec:t.ion (4)(al in 
dt-termmmg FPL's cost recovery factor 
"'as. m effect. retroactive ratemakine. Ac· 
cordmg to Citizens. the Orl·Backout Rule is 

ALDERl&AN. CJ .• 
BOYD. )lcOOSALO, 
SHAW. JJ .. concvr. 

and ADKINS, 
EHRUCH and 

. • . :. ... ... . .. -.-;. c• .· 
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•-., *-Ill~ ...... ~""'" ,.., w~.w 
r:....., "',,. ~ "' ,.,.. ... ,.,.. ,._., ..,.,_.. 
l:Or• rr · . 4U .ta M liM (1-.,J. 7,.,._ ,.......,., ,.,.,_ ..,___ 
19JtrrWTt,._ ... - '"' ,.,._ , ,_ .,.,..._ 
,...,.,.,..,. ,.....,._, WM ... MIM/I ..... t ... PIM" ..-nf'• 
-- ,r¥ lf1f .. ...__ - · "..,. , ... 
fJIIn!IYW nnlMfl ,.,..,. t ,fU""'"' !Ill ~ "" ............ ,..,,-.u. 

U.14.G02 "-"" C:..,....C '-Tu. 
.~or~, JlJ.tl7. JZJ.JS. J.IO 41. J .'O 11. 144~. 

·* ''· J66.DS. JS7.tZI n w.. ,., · _ _. w.o'. 
.U.l.U. JJQ 41. JJO.IZ. Jf,f..M. ,.441 . . 166 OS . .W1 Ill 
,.'!>. m .. .,,_,.. 7-Z1-7J • ..v• , ~,_,,_,,_ ..,._ 
11·1.....0. ,__,., Z:J-11.02 

n-u.ocn c.--ponee ._ Taa t.a,.-c 
AAtjuM---.. 

( I) Ottiai&-.. Far IM ~ J dus Rule. IN 
Cnilc-inc 6tfiftitioft• lhall apply· 

(a) '"Tu S.wtnp." 'Ow Mtm :f bt-twm~th< 
~· ca~nws f.tt a "'ility cakulaatd "'~ &he 
rw-ICJIUIIy dfeL11~ liwpnnac--- &u raaa and 
~~ akwla1C'd u'*t newly dfh1iwc. mhK-ed 
c:n~pnt·a&c iftaMIW ~· ra&a. 

(b) 1'u DcfiOctq." Tlw cliR~ bnWC'C"n 
•he wa capm~alor a vtili&y cakut.lcd u~ MWiy 
clrcaiwc. ~ .,.,....., iftCDJM w naa aad 
&hc.r aladaaelll .,,.,. 1M ~tly eftea~ 
tnrpW'Itf incnftW WJI ,_& 

(c) .. A~ a....ua. • -n.-~ 
raulliftl rrom dw applicaioJIJ. utili•r'-~ 
"fM".;nn r...c- "' a w u.inp « w dd'ICXftl'Y 

(d) -p~y tlfeatw." Ref'~ 110 IN 
ourpun&f iftol:l.lft'f IU raw~ if! a ~~tmay'a ta. rate 
a .. ,,. shnw cauar pnl~Cft'diftC. ov uwd i111hc 1 .. ••• 
ta(WftW ad.ru~mrn• by IN C'•1flliiUISIO>fl . wh~ 

''""rroed ~ I"«'Cftt ,,. 
(c ) .. Tu k.w•c '·Ttw ~W.aluuorort.aa r.aoa buct> 

federal and aa&c. applicable to utiluy ·-· 
•nducbnt My IU~. """'"'""" tallft, and 
•• ~ acljvsunmu 10 the bale ~'• t&A rata. 

(() - Midpuiftl ... 1M I'DiodpaiAt fll 1hc ,..,. G1 
mvm a~ by &he ~- in l~ Y~flny'• 
laJt r-a&C" a•, adjulled Car the- rtl a11y lktM IIIUd 

~· u. &hal raw cur aNS pnat 1o lht 
~ fill a ... 8¥1"1' rdu.-cl cw ~· 
dcftt~ cnUeaionn. 
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~ ' - I ~ H il l 

In GcMnl 
Flurldot ( :.wpner lnnomt l 'n 
Cktpulftt) 
c.,.,, • .,. .. ,,. l11nomt ' ! .. a f.llJIC'ftW 

,-,c1 ru·'"~" 
t:.nC'<, n/ l'arm• J.)ri,. ... FMtr-.. 1 
( :.oriiiW.uc Jnc,llfiW' l' .. a 
E.Jfro1 un Uri~ lnnllfltt To~at" 

ul .o C:h.t"Cf "' Ftckr .ol o~nct S.• •r 
lnc,• uc: l'u IU•n. !kqc.alntl 
Mtthnd nl An.'fiUnt•"'· Colli rl 

~"""" 
In""'~"' T .:.a C rrdol f"'"1NMK 
,-,, ' "umu-,: h• I )rl,·rn'd 'L•~~~' 

lo ""' lutrn ulttl '"'"' l'r•ol u • '­
' I .. ~ " '""'""".,., .. ..,. I :. .. 'I""'N"' 

7~ 1 .. . 001 In Gn.-,..1. T hr <;,. ,.,..,,...,"' ,. 
ro·,r • oto-..l tlr lt ot tho .,. ,.,,~ t ol f'f', t VOII.fl.!t· ' ' " ' ' .u • l 

. h .tt L:' .. u l u u t uc ... ,.,., , u u lu \ nllt' I"•"M' I•• 

........ "'"'"'1.: .............. .&. •.•••• rl(t" ... ltr IWifl I" ...... 
I U ' hNt tt·r" .~ l l~· t f•Uf~UUC'""' •• .,. ( 411111tttflt, .... , 

! "''"''"'~· "'" 1•""' tlrtrr n ul\.ll14tn• ,.,.,.. •u-c .ell •I• 
liK"tlft..I UU"' ""u h ,., 1 t u ft "- f'U rl"-'fH1 ... . "J h _,, ti\; tiMM 

lt.,.. 1. , ." ,.....,., .• J .~ ''ht"tl ••• aclc"'ltl l f \ ...... ' 

••• ln nu''·' " ' '"' ,,u, ... ntt( elw r.u~ ' 1 ·•'C...,. .u wt 
L H iff ., u l _,JI IU1Hp..t1U~ , ..... ,., . \ U CMU f.11t' • .....,tii"C 

,u,,....,1,, 11 .. 11 La, ,., ,, .... P""' td n1 In l' .•n ' . ( :t.,.., • ..., 
~'·~ <~ t )u rul. • \ •lnune ... tr .._un·r ( :.de· t i ll Jtnt'\ t ..a.Mt' 

••' at .... ( ' l..•pu·· .... h . .ll .~ ... JJ•flh lt • lru• rTac·h .an\:• 

C .... u,p. •nH'"' ,., P .• \ I C"'rp hcww- ~nuC"' ( ,..,,, .... nM' 
,, . ~ .!,. \ud"'"" ' 1;,1 l _'":( _'t} Ltr~, llft(I J 1(, ' 1.'1 ,. , 

1~" J,,,.,,..,,.nut"fl \t~ ''' \1..4114. ..,,.., ' ' ' \(.,,,w 
lt..- 1"-J I \I,J,IJ( lt. • 1." 1 ,.. , /ll'.at., 1\,. • ~._ ..... '1 

J •• ,.,,., ,,, .' "' · I .J IIJ \ u w•t •H d .. ' · -'t.Jr• 

AN NOT A TlONS 

4 .. ~~ .. of P"'J''f 
J(rq,. , rr-tn(',., t lut ""'"~ ~-.,r~" "t~­

,.1 tM •r (~I ,,....,, tr~.J n<••fttr, ,_,.,..,.., ~1. t/11111 

r ... """"'""'"' dtd ,.,. rrr "' pl.ot•"t '-*'*"' - tt41rletr 
ptrwrlr ,.,.,,P-'"r u . -'-- •"'*' r-n> ,..., ~ ..,.,... 

~~ .ttt~ _.... ,... r ... to .,, -~-·· ~-.. 
~ ~ ,,... ,_,1/UtT·· fwl - ""' ..,,.,r.u,.,,, ~~.,~ ~~~ ... .~. ,.... - -• .• , "' 
wltoc#t W/U "' dtlptll~. Utftpk ~~- J ,_ lft10IIWt 
.. MJ .,.,.ntrft,,.,,.,. n..,k/ *" u 11tl1 ,....,. r-•• 
•trtptsrtl , .. " "'" • '" , ,..,. • .,"' , ... ~ ,..,.,..,.., ,.,_ 

(..,"P'""'""' . t:tn:. 4 1 I ..... ]Ill_ , (I 'IC!J 

£rod~ 
Wlw-rr /',.IJ, .,..,._r ( ;._,.._.,. lwt# f(r...,.,. 

~~~("~.,., ,,..,.J •. I f'l l f '"J~IIf:'lf FJ'~ ~ltrf"'",.,. ... ,...... J 
.... J~ '" ..,,..,,~ ,~,,~, IIW#I . ' '"·h ,, ...,..,, .. ··,_,...,,, .. 

,...,.,,,.,,r,l . ,,,. , _,,,.., w l• · ,..,,..,..,,.., l it ,.....,...,... 
P'•• 't"f"tJtnC" ~ .. ~' '"r. ' "'"' It ,,., ,., .. , "-4- f..~,,.,..,_J ,., ,.,.,... ,.,,.,..,. 
'" J)w.--,Af ,.,.., ....... IIJ•AI.d .,.,.,,..ry ,, .....,...,.ftl ba 

~od~,.r ,.-i<trtd..o J(,,,.,, f rtlcr••••. IIW , AI~., ... l lt .'lor• 

1.1 I(JI fi 97GJ 

F_I _.J-_ cJt.urn 
F w t Mlf'd'- <1ui'Jfn "" #-l."WLt ~ ( ~..r..,_ 

~M ( ," If p,~ ( ;.-flJ" 1 ,,.,,,_... ,,.,...,_ ,., /)tort~ 
N,. W I L.e l 1 ~#WI 01114-£(.1 .... 6;1 .. ~ ~ 

.n .. "'"" ... to._ ~- ttc""~ , .. rw~tl#ft ,.._,.. itt 
,.,.,..,,r H<~ ...,11 ""'' """' " l tlrl.-1- - rl....-. 

, • . 11/11} 

U.IU03 

~ ,_ __. .... -......,.., ---~. .. t',., .. ,...., ., ......... ...,.,._,.., ,_..,....., ~-.... ,.,...,.,... """ .... 
.... ....,. ..,,.,.,, ,_ ,.,..__ rwlwal "' fwl 
.~,.,._ ,..... ..,.,. ...,. _. .,.,... -.. 
,,.,., _,- _. .....,., w ••WIJh ., .,. .,..,,.. J 
,..._ IWtll w ,_.,.,._ J ,._ ,_._ J ~ ,_ 
....... _ , ... .... 'Md .. _ .. lwl .,.,__ 
,....,.., f#rwprr ,.. I~ t- (: I - 1 '" f.tiiHw lit 

fWWf 111M " *"'"" •n 11tM ~ fwl ~­
~ p.r,., .. ...,....,..n.. .,.,.,., ... ....,,. ... 
.J~ _, ..- ,.,.,.., J lfl ~llrlftrr ,., f'Witltlt,.,., 
"""-'" 1.-J .~,_,_,., ~ Ql Aur r-.. tJ1._1111. 

·~"'• ............... 
o ............ fwll "····- • ,.._,_ .,,..... "' ,. .,.,....,....... ,.,....""'_ ,_ 

H ~ I ,......., ~ - _ , _ ,..._,_ ,._,. 

~-- ..... -- ..... .-.64 ..... ,.._ ,_(. ~-~--..., . ..,,.._,_,.., .. ,.,. .. 
·- ., ~ ~ ,_.. _.,., /MJ IWW~t~ 
(:...... "' ... ~ "',.. .. ,. ,...,. ~ 
(' . . . 4U ·"- J1 IJtl (le.l}. r..,._ ,_,..., ., ,.,_. .,.._.,_ 
"'1-"P'- ., .. - ~ .. ~ ..,. ,.._ • .,.,... .. 
,.,_.,.,.., ,......., ., .. .. wf.,. .... f II 1 II ,.nr. 
_..., w ,-, lf19 IIIII ....__. ......... if_,. ,.., 
,.,,__ ~ ~ t .IU,....., • _.,.,­__ ,_,_,,..,14, 

U..J4.002 "-'* c::.r,....c t- T-. 
_..,_.._. A.....,., JZJ.D7. JZ.lJJ, J.IO 41. JJO t l JI.4.XJ. 
.164 41 • .W..OS. JS1.1ZI n. W.. I _, . •IDMI .J.Zl.O'. 
.1ZJ .. U . JJ0.4. JJO.IZ. JM.XJ. J6UI . . 166M . .167111 
1-~ ,.,.,._,.., 7.1j. 7J.A r t ~t./1.7• . ..,.._ 
11-t..-J. F~, Dolf.QZ. 

u-u.oo3 c:-,.on•e &..... Taa Ea,..­
AdjuM~ 

( I) Odiait ...... fflf' tlw purpr• rJ ltlttlulc. IM 
f.-.1&.- i nc cldiniJiana lhatl apply: 

(a) .. Taa S&Ytn(" .. The 4iffcm~f lanwttl'l the 

... nlj'ln'ltn ror • vtilily mkulalfd ""*' tht 
pt'C"otooudy dl'eu•~ ci~ ~ e..a.nt tu nna .and 
•"'- calalutC'd ""1tr _,, clftaiwc. mt~:ed 
c:urpor atc inaMne ~ ,..,a. 

(b) ..,.a• Da!Cicftq " The difTnacr brtW«n 
the WI Upalla for a uti y calada'Cd li~ newly 
elfeaiw. ....., ........ . ;-. -nc ~ ,... ud 
tJM.r c:aku1Mell .Mer 1M prMDutly eflea.iwc 
tnf'Pl"Mt i- IAJI ....... 

(c) .. A~ a.e • ..._ • n..- rna uea 
rauhi ftl (lOIII t~ applicM*t • a u&ility'a.~ 
nJYnainft (K\CW' .o a au DWi"P or ~ 4krec:JCMy 

(d) -Prmousty Elfeaiw." l.clcra .., •he 
mrpnnlt iftCIJfiiC WI raw..., ._ a utUMy'alall ,...c 
aw nr show ca~ prn&:'ft'difll . .,. V..S itt tht lall tall 

tllpmtor MJUSUMftt by ,..,. c-SSNIIfl. wh~ 

''""'f"l"ed INIII rtUtMiy. 
(c) ··Tu ka•c - TM "~'"".,.,. l<lta ,. .. ,a. bud'> 

federal alllllll JIMC, llpplicablc w u&ility • .._, 
lndudiftl .. , MtrdtMpi . ............ Wlft. ud 
••heF atljvtiiNfttl &o t~ bMIC petafttact w. rata 

(() - MiclpaiM ... The .......... el dw ,..,. fll 
I'Ct\lrft aPfi"'WC'd by lhc Ca.Mill- itt tlw utility' I 
lu& raw a• . .cljulaed r.r tlw a. 111aay *01 ...­
~ .. u. ,. - ...... prier .., 1M 
Ct~~~~MMntemall fl • t.aa _...., rdunct .,. t.a• 
Mf tric-ftcy cnllcainft. 
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( ~ ! T aa ~"'"«' Rrr vnda In IM"ordil""' wuh 
wi.KC'l·llufl ( ~) nl 1hoa n,l( tnd '""'I a calmcbr .,.ur 
•• o~M bun nl •ht alolla&Mifl 

(a ) Whtn. durans 1hf ...P""'"' rcnud dniT&hrcf 
on ~'•l"pft ~•) t.lo- . a wailuy •• fArN"tt a ne~nl 
r~""" whtch 11 •• nr •uuw 1fw lftt4t••'" u/ tt• 

.authcwtiC'Cf ''"'' nontfJ"IC'd wllho"'t mfiJadtroltloMI 
n( a I.U r .. lt ~U<ltun . lht ullllll Uulf muncf .. 11 
iiU<IlUII:-d ~un .u 6n<-rihnlon par1taJ~ \(r) 

(lJ) Whtn . durti'lj: lht rtJ•M"It"ft ptr~etdtlrM~If'Ct 

on puasrapft !>( a) Uri<•• . • uuluy •• c:arnu'C,. r;au-n/ 
rnurn whod\ 11 lei"'" oltt mtdputftl n/ 111 a.u1hotri..t 

""I' t•.mpu&td •n"-"'' """tder"'""' cal 11 uaa ralf 
rC'ducuun. aht uultty ~II muftld tlftly 1hNt 

ua<ll.,altd ~nvn whoc:tl eotult 1hc uulny 111 om 
1ft tll("fta nf thao modpnoftl , .._, n~Til.Jnl 111 JM"'tlt.lf'llo 

~c) 

O l Tu DcfH-.cnt)' C•llic'<•- In IICrnnbftn­

•tth tulllta~eon <Sl nlth11 "'" ~ UIHII a""~ 
yur u 1ht bnu u/ tht etiA,....._ 

(a) When. dwnftft • ht rqJtlt'l"'li pcr..t d"rrihnf 
'" !>(a) t.low. a utiluy •• o,..._ .. fiiCC' J """"" 
whtd\ 11 at Of I.IC'Imor the midi••"' otl tU a.vthurtlf'Cf 
,.... n:wtiP't-ltd wuho"'' nonudtnuollft otl 1 1aa nut 
•n<TUit. 1ht wulu, lh.dl mUrn all -~ 
~nwn. •• dnt-nlc'l'l '" ,..._,~raf'h ~~ ) 

(bl Wl\tfl . dur•nc•t-or "" .. .,,"1 J1C1'•td datTttcnl 
on ~a ) bclm• . • uulny 11 t..rflo"' '" rau •rl m•m 
whoch 11 ahnw 1ht modf'l""' orl ou .. uchltnaed '&til' 
awnpuord wuho.., , uonlfckrauufl ul a ••• rlllf' 

•~. ohf u11l11y lhAIIll,IC'I.1 '""'' lhoc ~ 
whom avw 11\f "''''"~ "'c .. m lido ... thai ModJ••nt . 
•• clnrnbrd on p.tritJrilf'h !>(t·) 

( 4 ) Rtpnntnl IJlcquortmtftU Otl ur Urfnrr 
March 111 nl rvcry year lnllc- •na•••• rate~. 
ad\ ualu, ~II lurnoUI a rtn.l tqaJI'\ , '"the fnrm 
prncnbrd b)- tht C•ommoUitlfl 1M f'rf'llt'l ilh.efl 
~r only tht pr10t l 411tnd.or year dvrlftll: whMiltht 

~· r••c d\ancc •.u t-fl«••vc 
(~) Pml%d .. rc 
(.a) ldunch or t1llla1oncu s.tYII l1t ~bcnf 

from •ht dTc·cuV< cbtt nl .an, .... rate ~"'c 
throu1to thf end nl tht Qlcnd.ar yc..r U 1lw ~• t'lllc 

~ u on dTta Crw only !»" ul a tu ,at. the 
rt"funcl 01 mUc-a..., ~Nail br c:akWalaf .. 
~ wtth lbc lllthtyl Qllllltl\l'l~Rl~UIIIiftl 
II'CaU,Wfll .U AUihon.-d by lht f*'al ,. IUlf 

~.a•nc .authuru' lor ~· raur d\a"Cft wt.Hil ·~r 
dvnns a taa rtllr 

(b ) A lvr1hcr t:twncc on tiM uaa nne .a..11 mel unr 

~nud u/ cnmplollncT •nd onoualt ll M'W 1~rwod hut 
Ulall nuo aCT«o •ny rtfund .,,. culk-.1oc.-1 .olrc»dy 1n 

pro'lr"' pui"\<Unl '" lhl\ rule 
(c) T o'IC1ht"f '"'"" 1~ foruol rt"pun dnrnhcd 1ft 

t-wl>w·n .. ..- • • ' .,( lhn rvk c.-'1\ uul11•· ..t\.,11 file .. 
p!C111uon ""''••non' • <41h lll..t1Mon ul .ond the ~l•!d 
~~ mundonc U# cnlk-oonc any I<U loiiWinCl tW 

4cf~ lot 1ht ou yc:J~r n1 1ht rrJ•"' llw 
C.ommus . ...,. woll """- lht pet•'""" VIC! ather 

·~ It,·~ II '"'"" lftOodUK:llliCifb. ·-- ckay " · 
an oppur1unuy r .... a lwarins- alw <:..m--·· 
ok-c ......... ,,, thtn lor ~. i l ~~-
~''"'. •ht u uluy sn.-11 n th.t-r m.U.t IM f\"fUJOCf 
IC> "' CIMI«o lht GcfK~ r..- en nllllftj{ 

v. ll.,. m 
~on M.UitUftft wilh paf111nlpftt (r) u4 (0 
el '"" Mltn.1ioft. 

t4> u..-. u. ... ., a&hcr -..... * 
~ tuy ........ 1 tb • ,.,..., ., 
n&1Mon l.ur • '*'iadar ,.., it ~ 

'**'- 111 " "'"'"" wltl IWII w lrrafM dw tapiNI fll 
INkt"' tM rriund nt .U. ai"C &tw W.aa.ty. It~ 
-+t ;an f'W:nc . "'' ref uNt w \.> .JI«\ iGfl will br m.adt 
fAW lUI J'Ciif. 

(tl Tht uailiay ~My lUIIe "-ft)' rT'IIM cw 
mUrn•on rithct •• 1 lUMp IUIII payiiWIN w bill&ac 
nr tfl lftCNIIhly lfiMa!lmnu,.. .. ~ &wcfwe ( 12) 
Mofttht. Such rcfu,_.., wfleaionl lhlllbc .... 10 

fft (,.. Ntftftl ~ lflldw "'ljqy M till lillw 

lb ""'h muM~ or nllleaiaftl .,.. .... elfated . •• 
aciwf ~. atw utility ..a1 rei• w cmUea thr 
liMtoufW Wtlh lltlt-rtti ~- aftY ~ 
balltftl~ '""" atw 4aa.t 1111 MWC~&~--. w 
"_.,_.,.._.,_ IMCra ... , w • ..,. &tw (....,.....,_ 

(0 /VI dft1rw ueilitJ ..,. ...,._ .t1 
......... •• tftal'f ol rei- fit ........ - • 

ki'-.. t ._, lMiit. A ......... ~ ..U 
llinmftfM bdl cv~·• lhatt fll ,..,..., • 
ntlln,illft bol...t "''ca .... ....,.,.-...... 1M 
l~UttM~~ "cal nate ""-._....,.. Olhcr ~­
wll ilktlftfttM _.... N~N~Mtt'• ~ «11 ,..,_, ., 
c'llllft1NIIft lantd ,. taNII.,.._ ., u-y •lilt 
I"QQnfttbk blata tpl'rir ... 111 &ew uOJtcy'a ,.,,, .. 
llM appn.....t boy IM ~. 

(6) Enm crl ~Itt C.. w ,..... C..­
~I"Ullrt'du'C A 1aa "'"'ftli muftd or WI Mftaftll 
OJIIeaMon U\111i bt wnatUtfll wiah dm Nit nap .... , 

(a) Thr tt~Uot ol a WI awi.., ,..,.,., • &aa ...taeftCY cnllmiuti..U ............ the...,.. 
,_.., cun aftd ~ a.~o~~r ~Ill' U... arr 
ptnclinc wiwfl a , .. nllt ~ ba;ama .... -
1~1 ~ ptKM' W lhc cJc.r el &lw WI ,.at "' 
whid'l a 11a rat~ duanp ~ rf'l'eai-c. 

(b) Nnthi"'•" ahis tubleaion lhall br ~ 
u limici"' ahc opt'nlt.* f11 lhr WI ~ 
adjutUMnt prua:a vftlllcr tiUa I.Yk ri&hct t. 
GIMfllalnc I \&a UYiftll ..... ., &&I dc{eciaq 
Cllllkaiaft for any wa yara prior .. t1w ,_,. ia 
wtltdt a rate cur 01 ..._ ca.. pi f.. il 
iMcia&d. It .... al111 ,_ prollibit a &aa ...... 

rdemcl or u.a dd.oa.q. c:alicliae lew .., w. ,.., 
fW pnn-lhcftnl mdinc prior ... dw r ..... .,.. a 
rate c:aa rw .... cava ~~~~-
."iprn(,. A.,.,._,.. 164 01 . ..... OS. Jl7 IZI I'S 1J1e 
1-.,WCW•IWC 1Pf 01 . . ¥6 ~ . .W1.111 13.. H~-Nnt 
•12-62 F.-rl,.. l"-1401 

2J-14.004 urea of Paftlll DdM • Fedcna.l 
Corpont~ a- Tu. It~ Comm­
pt'Un"t'dt"P , .. ~bhsh rncaw reqvtrtJM:Ma w 
Mdrat flWf'-Qrlttftp. othu !.hall ..... CMcred lfiiO 

~ kuk 2>-H.OOl. F. 1\. C.. Lhr ~ taa 
capmw nl a rqulo~U!'d awnpaay lhall be ~ 10 

rd\ra tht '"'- ••• ~ ol liw ~ .. 
that may IJr i~Wated in tlw equity ol dw ..t.i4iary 
-~. ~·-.u~ rdatinftttUp ailu­
tht p.nMS ... I he: rdatw..hip ...... in IM rm,."'. 
U>ntnhd.!&tcd cno~ u• mum. 

~----~~----~~----~----------·--·---------------------- -
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State of Florida 

Ju~lit IHrbill (omm~•ton 
111110141AUtl 

JANUAIY 17, 1911 

T1MOTHY J, 01'1\JH. QJ...., 
~ & .........., Alllty111 0Mt1011 
(ICMI ... ,., 

TO ALL UTILITIES UNDER THE JURISDl.:TICff 01 THE ".OIIDA 'UIUC SERVICE 
COI41SSION AND SUIJECT TO TMr. PROVISIONS OF SECTION ZS-14. 003. 
FLORIDA ADMINISTRATIVE CDDI 

FROM: TIH DEVLIN, DIRECTOR Of AUDITING • FINANCIAL ANALYSIS 1(1~ 

RE : REPORT REQUIRED IY SECTION 25·14.003, F .A.C. 

Enclosed art tht for.s to bt ustd to report tht tfftct of t~t changes 
t n tht ftdtral hcou tax rates on your optrat1ons for 1917. Ttlty art to bt 
compltttd and rtturntd by March 1, 1911, to tht: 

Florida Publtc Servtce CO..tsston 
Audtttng • Ftnancta1 Analysts otv,ston 
C/O Ann ClUIItaUI 
101 E. G&tnes Strttt 
Tallahassee, F1ortda JZltt-ot65 

If you "ctht a for11 and art not subject to uctton zs-a.oo3. 
F.A.C .• for 1917 because of a sttpu1at1on or other actton. pltast complttt tht 
forms and nott on th• why uctton 25-14.001 dots not apply to you. Thtst 
completed forms w111 bt used as a check of tht rtasonableness of est1matts for 
1988 and years '"thtrtafttr. Also, provtdt a stat ... nt froaa the uproprhtt 
company off1c1at that attests to tht accuracy of tht information conta1ntd '" 
tht fonns. 

If you have any qunttons. pte&st call Jant Brand. Btth Salak. Ann 

Causstaux or Susan Howard at <904> 411-1147. 

TJO/ss 
cc : Cheryl Bultcza-8anks 

8111 Lowe 
Oal t Hatthot 
John Sltllktw1cz 
Marshall H111 ts 

(6571f'ljt) 



IUU II-14.GDI CDIJICMATI 111aN 
TAIDP.aa&IIS11DYS 

11 aflll -. ••a 11, "-

• (A) Cl) (C) 

Savt:y or r:: ::.cu At ltw CDirtc tnCJ) 
'"btl (6) - (I) 

I. TAX SAVING CDUlClDICY) 

l. Tuablt' 1nc0111, OptrattOftt • • 2. Tax Rate CFtdtral • State) I I 3. Taxes Accrued ' 
4. look· Tu r. at nt Dt fttrtftcts, s s Optrattons 
5. Tax Rate <Ftdtra1 • St&tt) I - I 
6. Dtftrrtd Taxes, 

Operattons, Itt I I 

7. Dtftrrtd • Currtlt Tu r.J•••· 
Optrattons Cl.l. f 1.1. I I I 

a. Invtstlttnt Tu Crtd ts, lltt ot 
46<t>CZ> • 31 Alorttaatton I I s 

9. Total Tu lxptntt, Optrattons 
( 1.7. - 1.1. ) I I I 

10. Jurhdtct10ftl1 Tu rx,.te, 
Optrattona I I I 

• Total Flortcl& Total flortda 
Total ~adtcttonfl at Jurtsdtcttonal 

'Off!" Q14 Tax I''' a) at liM Ttx Batt 
C ) <C> 

n. NET OPWniG liCXIII 

Booked Operating ._ .... s s s 1. Strvict RtYtnutl 
2. Other Rtvtnutl (specify) 
3. Total Oper•t1ng ltvtftUtl I I I 

Operattng Exptnltl s s s 4. Operations • M&tnttnanct 
5. Dtprtc1atton • Alorttzatton 
6. Other <specify) 

Optrattng TUtl 
7. Federal lncoat Taxtt s s s 
8. State lnCOII Ta111 
9. Other Taxu 

10. ITC 
tt . ITC Amort1zatton (46(f)(%) • Jl) < ) ( l ( 

u . Total Operattnt Expense s and Tuu s ' • 13 . Ntt Operattnt 1nc011 
( u ' - u 12. ) s s I 



• 
I II. NOI ADJUSTMOTS Clott e.> 

Tot& 1 of JIOI Ad.SIIt811b 

IV. ADJUSTED 101 C IJ.IJ ~ 111. ) 

v. AVERAGE !ATE IASI 

1. P1&nt '" Strvtct z. L'''td to Otbtrt/Othtr IIY. 
3. Ktld tor 'uturt Uu 
~. OUP 

• s. Acqu,sttton Adjuatlelts 
6. ACCUIUl&ttd Dt,rtetatton 
7. Norktnt C.,ttal 
I. CIAC (Mater and Stwr> 
t. Acc.,1&tt4 Morttzatton of 

CIAC neater lftd S~Wr) 
10. Other <sptetf,r) 

11 • Total Ratt lut 

VI. RATE lASE AIWS1MEITS Clote e.) 

Total of R&tt lut Ad~ust.teb 

VII. ADJUSTED RATE lASE 
c v.n. -VI.> 

Total 
.Cj lfl" 
s 

s 

I 

s 

I 

s 

VIII. USED • USUUL AD.lUSTED RArE IAK 
CH&ttr and Sewr> I 

IX. ADJUSTED RATE OF R£1UM ( tv I Yilt tor Mater 

• and Sewer or IV I VII tor Otlatn) 
• 2-

I 

s 

' 

Total "ortda 
Jurtsdtcttonal 

at lg Tu late 
CC) 

s 

s 

' 
s 

s 

s 

I 

$ 

s 

• . 



• Cl) .. 
X. COST or CAPITAL (loti C) 

1. Long Tt,_ Dt•t 
2. Short Tt,. ~t 
3. COat 'rtt C.,1t&1 
4. CUI tOMr Dtl*t ta 
5. Un1110rti ltd lTC 

0.001 

6. ,rtferrtd Stock 
7. eo-on EQut t1 
8. n ITC 
t. Other Cspectty) 

10. Total C&ptta1 

XI. RMJIJE RIOUIIDDT IPPICI' fll TAX .... c• DIPICIIIIm 

1 • Chanft t n MOl dut to tatt Cf\afttt 
< V.CC) - IV.(I) ) 

z. Dt fftrtnct bttvttl a at •• Tu late 

• 
and MOl at tilt utllortiM or sttpuJattd 
rate of return C tv.(() - X.IO. ) 

• 

3. The lesser of xt.1. aa~ xx.z. 
4. Revenue RtQUt r~ or XJ .J. (llott G 

NOTES: 
a The tax rate tllblddtd ta carrut tartfftd ratta. 
b 

c 

d 

Includt and dtscrtbe adjuatllltl fttCtssarf to rtf1tct CNrrtnt CO..taaton poltcy, 
excluding gotng-f~rwarf aDd lftftUI1tztd ad3Uttltnts. GIYftl-forvard adjustltnts should be 
excludtd btCIUII tht purpost Of tbtl for8 11 to dtspJ., tat11ftfl for I spectf,C Pllt 
period unl 1kt a ratt cast ~cb looks to future tatatlll· 

Cost ratu and capttal structure should bt tht averap for tiM pertocl covered by thh 
r•port and refttct currtftt eo..tsaton poltCJ. Pro¥tdl "tat1 of adJastltats used to 
retonc11t rata ~••• to catttal ,tructurt. For rtturl ~ COIIOft .. uttJ utt tast 
authortztd •td-potnt or st1pu1ated ratt ptr an atrt .... t tbat addresses 11ts ruat. 

Prov1dt dttat l of expanston factor ustnt Mtw Federal lftCOit Tax rate. 

5679F 
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In re• Petition of rlocida Power • 
Utbt COIIpanJ for Apprcwal of 7•• 
1avln9a lefunG for ltt7. 

, ~ 110. 180111-111 
, o.a 110 • .., 
) JIIGIDa 1-u-tt 

----------------------------~, 
Tbe followint Ca.aiaaionera partioipat .. &• tbe diapoait&Jft 

of thia .. tters 

IAYJa •JCIOLI, cuar ... 
ftC*a' M. IIE!'D 

GUALD L. OOF"•a 
JOIIII Y. a .. OOII 

IIICIIA&L Me• • l J UOII 

Mt'ftn CIU.I»t, h •tr•, lteel, lector 1 
Da•&a, UO •· COllete ~ .. n~~e, 7alhbaa ... , n. 
JU01•140' 
on bellaU of UorAf! ''"' • lrltlat CO!I!!X· 

IOUI'f IIOUOif, ... uire, htlterleftd, Aeblll I 
lnnun, 1275 ·--:::: .. •• a .......... . 
waabingtoa, D. c. 2 
0!! bdalf oC tbe Coalition of Local 
Gcwer.,...if • 

.Jo.&n IIOOLO'riiLJI, l .. uire, Laweoe, 
Me11birter, GraiMioft, 1 .... ,.. 522 1. Park 
Awenue, 7all&baa .. e, n. J2l0l 8: bebjiC of tbe rlorida J.,•trlal rower 
..,.. _&ip. 

1T1Y1 IGIIUI, 14MJuire, Office of tbe rubUc 
couaael, o/o r1ocWa 1oo.. of, 
.. pcea .. uUYea, !'N C .. &tol, Yallabae ... , 
n. JU .... UOO Ji Mbalf of !I!• CISIU9 oC the ltate of 
r orlda. 

IIICIIA&L 1. ~, ... utre, rlor ida rllbUc 
lerwlce c~laa&oa, DiYiaion of Letal 
larwlcea, 101 ... t Ga&aea ltr .. t, 
Tallahaee .. , rlorida J2Jtt-oi6J 
oa behalf of the CoelN!• !taU. 

PMftJO riUJft, ... otre, Plorlda rllbUc 
lanlce C-iadoa, DiYhl• of Appeala, 101 
&aat ClalHa IUeet, ftllabaae .. , Plocida 
au....oeta 
CouMl to tbe Ce&aatoaen. 

OIDD (!! 1H7 !'AI 8!11101 !pV!p 

ar ftB COMMIIIJOifa 

Tbe Federal T.. aefoc• Act of 1N6 r.,tleed tlae Maia&dl 
federal COI'porate iaco. t.. rate CrOll 4, ; to J4t, ectect&Ye 
.July 1, 1H1, reaultl .. ia a.n eCCecti•e f..,ral l•co.e tall rate 
foe lt87 of Jt.tn. ldiU.e we deterained tlaat we would uUUae 
our e•latin9 rule, aul• 2t-14 . 00S, rlorlda Adaiaiatratl•e Code, 

DIJ.::t:t.::NT ll~-cATE 
OOUt .11.1:25 &a 

.:JISC~/AEPofnr«; 

' 

JMI'f. 

SHD 
TAU..AHAII& 
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riPUG vitneu Lane aollen t .. UfJed ~bat iatereat abould be 
calculated betinnint January 1, 1tl7, willa tbe UIUIIptloe ~bat 
one-tvelftJI of the taa aawlnt• dollara were earMd eacb IIOfttll, 
and with interest earned at tbe ~tility'a .,.itbted coat of 
capital. 

Public Coun1el vitneaa l~th Larkin teatlfied that tbe 
accrued refund should be included •• a ,.,IICUOft to wocUnt 
capital for 1987, which would effec~lYely prov1,. tbe raterrer• 
with an iaterest rate equhalent • o tbe utUltr•• Metal coat 
of ca.,ttal. 

we a9ree with lUff wltne.. Cauueaua tbat lnteuat 
should betln being accr\led on .Jia""'s 1, ltl?, ... UIIlnt 
(lne-twelftb of the 1tl7 tea •••lata ••• .. ,.,.. .. ell 8011th and 
with intereat paid at the lO•dar aa..eroial paper rate as 
provided by aule 2S-6.109(4)(a), rlorldl Ad8lniatratl¥e Code. 

we find t~t interest abould befla beint accrued at January 
1 • 1917, becauae it 11 obv ioua tbat tbe taa aaw int• of •Sl 
aillion were not earned between Dece8ber 11, 1tl7 and January 1, 
1988, and tbat the u.. ulue of Uaia •--t of ~~oaer 11 
aubstanUal. Abaent ewlaace frN tbe utllltr or anotber partr 
that the taa ••• lnt• vaa earn.. la apeciflo 80ft till, we find that 
it is reatoDable to aaau .. that one•tvelft~ of tile annual total 
taa ... ia91 were earned 11 eacll IIOftth of 1M?. Laatlr, va 
reaffir• our decialon la Ocder 10. ltlll that the JO•day 
co ... rcial paper rate aa r .. aired by aule 2S-6.10t(4)(a). 
rlor ida M•iniltrathe Code, aball be uaed la calculaUat the 
interest owed. The lO-day eot~Mrcial paper rate la C08110ftly 
uaed to c.lculate inter eat in fHl coat reOMery proceedlnt•. 
refunds for intaria rata award• and otber pcoceedlnt•• It 
provide• for an indhputable rate upoe wlalch to pet lnter .. t and 
aiaplifiea tbe taa •••inti refund proceaa. 

ou Adjuamutl 

The 111ue of tbe proper a.ount of operaUnt and .. &ntenance 
(06M) eapenaea to be !Deluded in rPL'I 1H7 taa aavint• h 
pr 1au Uy a function of vbetber any adjaat-.nt abould be .. de 
for a ao-c.Ued •06M bench•arll, • vtlioh would etfecUwely bold 
rPL ' I allowable 06M eapenaea to a trovtb rate approat .. tint 
!ncr••••• ia cuato.era and inflation. 

Public Couuel, PIIUG and CLG take tJie ~itioe tbat tbe 06M 
bencb .. rll c.lculation la, in effect, a cap or ceUint Oft '"·'s 
06M eapenMa. They atau that an 06M beacburk adjuat-.at vas 
•acte in ""'• lut rau ca•• aa.d, Uaerefore, artae tbat • 
aiailar edjuataent ia appcofr late bere. Ybe Jatenenora note 
that in "L'• laat rate caM, tbe eo-taaioa diHlloved eo .. *'2 
aUUon la 06M eapenMa for tbe 1984 teat reu by applyint tbe 
06M bencbaarll or approdHtely 64t of rPL'a beech .. lk •arlene• 
for that year. The:r ••r u•• of the beach .. rk vas, tbua, an 
easentlal par t of PPL'a lut rate caN. Jnter•enora aub•lt tbat 
l9nor 1n9 tJie bencbllatll and .. rely eacl\Mit.. 06M ear:n••• 
•specifically identified• in PPL'a lut rau caae r .. ulta D tile 
utility '• taaeble lnca.t •nd tbe aaaociated taa •••1nt• 
r .. ulUnt froe tJie redaction la tbe federal inCNe taa rate 
beiftt aub•tanUall:r undeuuted. ra~Uaer.ore, tiler aay auch an 
approach effeethel:r per•it• PPL to ,... tbroutb coat increaMe 
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It ahould ~ noted, bowevec, tbat our preaent refuaal to 
apply the ou ~nch .. rk in thia docket doea aot lea.. tbe 
Intervenora, or any other aubatantially affected party, without 
a nHdy with which to actdre .. tbeir perceived tr1e¥aflcea, If 
the Intervenou ~11••• tbat a coeplete eaaaiflatiOft of rfL • a 
revenuea and eapenaea would diacloae that ita rat•• are •unjuat. 
unruaur able, unjuatly diacrialflator,. or 111 vlolaUOft of law• 
they aay requeat • public hearlnt lor he purpoae of detera!nin9 
Ju•t and re•aonable ratea. 

Pension lapenae 

In rPL'a aoat recent teneral rate caae, we laclucled for 
cateaakint purpoau all of the uUUt~· · p projected penaion 
expenaea to be funoed. In ltl7, in recotnltion of tbe fact that 
tta ••~loy•• penalon fund waa aubataatlallr ~•rfueded, "L did 
not .. ke any conu ibution•. rfL b .. , however, iaple•ated the 
Financial Accounting ltandarda 80ard'a (PAI8) ltate•nt of 
Financial Accountin9 ltandarda 10. 17 ClrAI 17) l!pl~er'a 
Accountin9 for Penaiona in ltl6. Ybia atandard reoot~aea. 
aaon9 other thlnga, that tbe econoelo ooat of a penalon plan aay 
vary froa the aaount contr lbuted to tile pella lOft truet fund for 
any 9iven period. Tbat 1a tbe caae bere vbere lrAI 17 rielcla a 
ne9at1ve t22. S aUUon pen alOft ~t den no contr 1but1ona were 
aade to the fund. Tbe reault of ut111a1nt thia atandard in lt17 
without edjuataant waa a boot~ penalOft coat of a natatl.. tu .s 
a i llion, which would h .. e lncreaaad "L'a •eace11• taa aavlnt• 
and, hence, ita cuatOHr refund. lea.onint fro• ita eaperience 
in ita own laat rau caae where ita COfttr ibuUona and funded 
aaounta were equal , PPL .... a •retulatorr• adjuataent reverain9 
ita netative S22 .s aUUon peneion coat, ao tbat ita peneion 
eapenae for rateaaking purpoaea waa aero. rPL belt•••• they -.de 
thia ad)uat.aent purauant to leoUOft 210 of IPAI "'hich 
reCQ9nJ.aea penaion coat difference• •created by the actlona of 
the regulator. • 

roc the pur poaea of 

not • reflect netative 

Accele rated Aaortiaati on of Unprotected &aceaa Deferred Taaea 

FlPUG took the poaition tbat of tbe total aaount of eaceaa 
deferred taaea , BOIM Stl.l a Ulion were •unprotected•, Hanin9 
that we have the ability and tbe diacretton to require ~at th•y 
~ diapoaed of without •iolating federal taa poUciea and tbua 
jeopardhin9 PPL'a ability to utilhe accelerated depreciation 
for tax purpoaea. FIPOG atated that. aa a utter of policy. we 
should require rPL to return the unprotected eaceaa deferred 
taaea to euatoaera aa eapedltioualr aa practicable. lotin9 tbat 
a ahor tar per lad would be appropr late, PI PUG recoaaenCS.d that 
the unprotected eaceaa deferred taaea be a1t0rtiled over five 
year a to e011port vitb t be C~iaai011•a prior rue relating to 
eacea1 de ferred taaea . FIPOC aubaitted that, taking into 
account the rate baae effect of accelerated aaortiaation, 
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The rlor 1da Public service Co.aia8lon 1a requlr~ by 
Sect ion UO , S9C4l, Florida IUtutea, to notify putiea of any 
ad• i n ia tratlve heering or judicial review of Co.aiaaion ordeu 
that i a avai lable under tect tona 120.57 or 120,61, rlorida 
Statutea , a1 well aa tbe procedurea and tl.. liaita that 
apply. Th i l notice abould not be :onatrued to ... n all 
requeau for an ad•i niatraUve b•arinq or jud icial review will 
be grant•d or r esult i n the relief aou~ ht. 

Any party adveasely affected by t ie Coaala~ion•a final 
.1c t1on i n t his auur aay requeat a 1) u•,.ona lderatlon of tbe 
deciaion by f i l i n9 a aotion for reconaideration with the 
Director , oiviaion of Jecorda and Jeportln9 within fift .. n ClS) 
da)a of the 1 aau1nce of thia order in the fora preacr !beet by 
Rule 2S-2~ , 060, rlor i da Adaini etuttve Code a or 2) judicial 
review by the rlolida supre .. Court in the caae of an electric, 
gaa or telephone ut i l i ty or the Firat Diatrict Court of Appeal 
in the caae of a water or aewer utility by filin9 a notice of 
appe1l with the Di rector, Diviaion of aecorda and Jeporttn9 and 
f 1l ing a COf'Y of the notice of a~al and the Ulin9 fee with 
the appco11r iate court. thia UUnt auat be eot~pletd withi n 
thirty (lO) daya after the ia1uance of thia order , pu1auant to 
Jtule 9.110, rlor i da Julia of Appellate Procedure . The notice 
of ·"~al auat be in the fora epeclfied in Jule t.tOO(a), 
Florida Rulea of Appellate Procedure • 
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kind of laya it all out for ua . 

2 Now, why don't we take juat a minute before we 

3 start the teatimcny and aee if ve can reach sooe agree-

4 ment on juat what achadules ve ought to be looking at 

here . There are four or five eatimatea of fuel oil pric s 

8 and none of which comla to me from a reliable source. 

7 We have been uaina Cb. e and DCF, all of those other 

8 

10 

1 1 

12 

13 

15 

17 

18 

19 

20 

21 

23 

24 

folkG, in our prior cSacisions. I haven't seen any of 

thoae in anybody'• teltimony and I want to inquire •• 

to why. Whether or not we have any aareement on whose 

fuel oil forecaat we ouaht to be uaing now, whether it 

ought to be different from the fuel forecasts that we 

have been uaina in the power plant siting approvals, L~d 

just kind of get that issue honed in on first before we 

start reviewing wh.at everybody has filed. 

Now, I consider that to be a critical issue as 

to which fuel oil forecast, or coat of coal,di!ferential 

between coal and oil, we ou&ht to be looking at. Flor:~ 

Power and Light haa got one here, and I didn't know tha: ' 

they had become expert in forecasting that . FCG has 

got one in here, and I didn't know that they had becooe 

expert in doing that, either. We have been looking at 

the national economists' forecasts to guide the Commissiot 

in their deci sion-making process . It see~ to me what 

we are going to have to do, if we use the forecasts that 
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25 

uae. Our po1itioo i1 that becau1e there i1 10 much 

uncertainty in thia foreca1t, as 11 conceded by FP&L'a ; 

own witne11, and becauae we believe that the assumptions ! 

4 underlyin& the company'• mo1t recent foreca1t, which is 

s the mo1t con1ervative, are ruiiCIIWble for the purpose of 

e qualifying the proje~~ in thi1 case; that the 1982 FP&L 

7 forecast ahould be t l e one that 11 uaed to measure fuel 

1 savinaa. 

CRAIIHAI CRISS!: All riaht. Then ju1t for purpose 

10 of maybt bein& able to aet on with it, Schedule 4, Page 

11 4 of 9, ia re1idual fuel oil price projections and that 

12 ia the 1taff foraca1t, i1 that correct? 

13 MS. DAVIS: That's correct . 

14 CHAIRMAN CRESS!: And that ia different than any 

15 of the forecast• submitted by Mr. Cook, ia that correct? 

18 MS. DAVIS: Yes, air, and what the staff concluded 

17 was that the FOG forecast ia the closest to and is 

18 somewhat lower than the staff forecast. Therefore, it i 

the most, or it ia reasonable to uae that aa the most 

20 likely forecast in dete~ining whether or not the projeca 

21 qualifies. That would be the mid-band . Then the FP&.L 

22 1982 forecast, which ia the foreeaat for the least 

23 differential between coal and oil, abould be the bottom 

24 band and the DOE national projection would be the high 

25 band. 
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oil wW approach equivalence wid\ the price of crude oU u iu 

usefulness u a subltiMe for crude oU i.ncrtua. 

Crude oil price forecuu are bued on poaible OUtcomes of 

recent evenu 1n me wor'd and the oU lndul1:ry. The actions of 

non-OP!C producws, an: 'cipated dem&nd, the world economy, 

OP!C actiOns and lnterpre •lc by lnduatry experu of r~ent 

.evenu have been taken into conalderation ln OW' atlmatts of 

future crude oU prices. 

11 Q How do you take Into conllderatlon the effect of Inflation? 

12 

13 

14 

1-' 
16 

17 

u 

A Our forecasts are produced 1n both real and nominal terms, so 

_ that evaluations may be made on a consunt dollar or dollu­

of-the-year bub. The inflation rates which are appUtd to our 

forecuts are those which are predicted by our System 

Plannil_'l DtpattrMnt. 

1 9 Q Which of tt.e for~ represents your most o.rrent 

20 

21 

22 A Beeause there are so l'ftM)' faCtors which can &!feet the price 

of fuel oU, it is not reuon&b1e to m&ke a sitlal• auess u to 

what fuel oil prices are Wcely to be ln the funre. l have 

prepared my Oocument No.6, which is a araph showln& various 

-to-

48 
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forec:asu which .,... have been able to obtaln. N you can see, 

dwe is a tubltantla! ranae between the hi&f*t and the lowest 

of theM forec:asu. 

' Q Why •• JOU lhowJna • all ..-. t.ecuu? 
6 

7 A TheM foreeuu W-..trate how ~ outcome of an eYaJuation of 

a 

' 
10 

11 

12 

p 

14 

oU at any future tlme 11 extremely ~ert&ln. Any number of 

events could occur which could affect fu1ure oil prlctt, coal 

prices, and the economic ~aultl of any oU-backout project. 

Q What •• tome of tt.. evena? 

1' A The ec.onomlc: situation of the United States or the world could 

16 swin& into or out of receulon. Th1s would affect any 

17 U3umptlons made with reawd to demand levels. the rate of 

1& 

19 

20 

21 

22 

2.3 

24 

2' 

inflation could toat or fall, depend"'& on economic: situations. 

The prime source. o~ crude .supply, the Middle !&st, is 

exttemely· unstable polltic:aUy. War, clvU strl1e, or change in 

political persuasion or poUc:y, of any mqnirude, couJd reduce, 

or even cut of1, petroleum suppUes comln& from this area. 

Any of these events, individually or ln combination, c:ouJd 

significantly affect the economics of any project. 

- 11· 

49 



• 
2 

3 

' 
6 

7 

a 
9 

10 

11 

net savinp to the custom« in the flrst ten years of 

c:ommvc:iaJ operatlon of the Project. U the Commwion 

be.U .... es that the fueJ oU prlc:t forec:uu whic:h art shown 

above the brt&k .. ven line art mort reasonable, then it would 

presumably concJude, &J we do, that this Project wo~..;1d ~fit 

ow- customers by provi tna savinp 1n exc:aa of the Project 

c:ons. 11, on the other hand, the Commission feels that the 

forecuu shown below the "break-even" Une art more . 
probable, then th1s Project wouJd not quallly for coat recovery 

12 Q Have 10U pr..-td a forecut of coal prices? 

• 13 

• 

14 A Yes. It is shown ln my Doc:ument 7. 

1' 
16 Q Please desalbe this Doc:uiMnt. 

17 

U A Ooc:wnent 7 shows the Plorlda !ltcU'ic: Power Coordinatin& 

19 Ccoup ("fCG") c:oal forecut used ln this Project evaluation. 

20 

21 Q How wu the FCG forecut developed? 

22 

2.3 A FCC's c:oa1 forecut repraent:s the views of Florlda't utUltla. 

24 The foreca.su of deUv•ed c:oal pric:tl to florida's utWtles 

were examined, and arowUt rates isolated. These arowth rates 

·ll-
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11 
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13 

14 

1' 
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forecast for 1'12 11 below CWTent price leveJa. Althou&h we 

m~ c:ontea that we cannot, with any dear" of certainty, 

forecut fuel oU prlca due 10 the myriad of pcUtlcal and 

economic evenu which couJd have an lmpect on peu-olewn 

product markets, we bel eve that th1l Project wW result in a 

Cumulative Present \ ~ue o1 !xpected Net Savinp to 

C'UitOmen in the first ten r- rs of commerdal operation. 11 

you qree wlth us that f\lture prices wW molt Ulcety be above 

the "br.U..ven" 11M shown ~ Document No. 6, then this 

Project ~d quaJl1y fot coat recovery throuah the ou­

Backout Coat Recovery praaor. 

A Yes, it does. 

(Fnd of prefiled direct testim:lny. ) 
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those shown in the varioua exhibits in the back. But for 

2 purpo1e1 of coapletenesa and becauae of the great uncertainty 

3 

4 

in determining just what future oil prices are, we took a 1 

look at oil prices that had been considered by this Cocoissio~ 
in other dockets . Thete are ditplayed in my Document No. 6 

• araphically. And then ve •elected as the high band forecast 

1 the Department of Energy foreca1t which we felt was the most 

e pessimistic with respect to future oil prices. 

e We felt the .est appropriate mid-band forecast was 

10 the one prepared by the FCG which ia based on actual prices 

11 bein& paid by the utilitie1 today as a starting point. ~~en 

12 I say "today," at the time the forecast wa1 prepared. And 

13 

14 

then picks up future escalations based on the consensus among 

the utilities but alto ties very closely to the forecasts 

15 prepared by DRl, which was one of the national forecasting 

18 

17 

services . J 
The low band forecaat was one we developed ourselve 

18 because we felt that the existing published forecasts, none 

18 of them were perhaps as conservative as the scenario t.7e could 

20 envision oursel ves, which is one of great stability in the 

21 Middle East, and economic need for the producing countries to 

22 produce and sell a l ot of oil , significant reduction in 

n consumption by users with the result that on a real price 

24 basis after takinn out the effect of inflation, there could 

actually be periods of price decline. And that's the basis 
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1 there for ua to look at. 

2 Q And the '82 foreca1t then i1 premi1ed on the 

3 a11umption that the current oil market 1ituation, which you 

4 perc~ive at • slut, will continue? 

A In effect, ~ea. And a1 a practical matter, the 

I current price of oil t hat we are payin& 11 a couple of dollars 

7 a barrel above the fore~aat that wa1 developed in 1982. In 

I Other word1, the SlUt hat already eroded to a IUfficient 

' degree that price• have 1tarted to move up . In fact, they're 

10 slightly above the FCG foreca1t. 

11 Q Well, you 1aid a minute aao that you didn't think 

12 that your '82 forecaat was necessarily the moat lik~ly thing 

13 that waa going to happen; that it wa1, inatead, an attempt to 

14 forecast the loweat differential between oil and coal. is 

15 that correct? 

11 

17 

18 

20 

21 

22 

A That's correct . May we infer from the state~ent 

t hat FPL would not u.e this price forecaat , the '82 forecast, 

for planning purposes? 

A It ' s hard to aay what we would u.e for planning 

purposes because we don't, in fact, we can't base o\U- plans 

on any one forecas t becau.e the one thing we do know about th 

forecast is the f uture i a going to be different than what ~o 

~ forecast. What we would, what I would recommend to our t op 

24 management in making actual manaaement decis i ons i s that the 

earliest projecta, t he f irst few proj ect• we do be based on 
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rely on any one forecaat. 

Q And thia ta one of them? 

A 'n\at'l correct . 

Q And it would be your low band throughout this 

plannina proce11? 

A That'• corre.;t. 

Q Have you ha~ an opportunity to review the fuel 

foreca1t1 prepared by the tublic Service Commission staff? 

A Briefly. yea. 

Q Do you find it to be a reasonable forecast? 

A The coal price• ara lli&htly lover, aa I recall , 

than the FCG forecast. The oil prices are slightly higher . 

But given our ability to forecast accurately. I w~uld say 

that they're certainly e11entially the saae. They're close 

enough co not even worry about the difference. 

Q I1 it your position then that the Florida Coordi-

nating Group forecast and the 1taff forecast are essentially 

the same? 

A That's right. 

MS . DAVI S: Thank you. We have no further 

questions. 

Ct:AIRMAN CRESSE : Mr . McGlothlin? 

23 BY HR . McGLOTHLIN: 

24 Q Mr. Cook, of the several forecasts that you have 

described and used in your teltimony, the DOE forecast is by 
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it doe1n't make any difference . 

I have no further questions of Mr. Cook. 
i 

COHMISS Icm!ll MA.RlCS : I have one, and I don't know if 

it hal been a1ked or not, but it 11 mora of a qu~ation 

in the nature of underltandins, Mr. Cook, more than 

anything el1e. 

I am not even 10 aura how ju1t mechanically, the 

Qechanics, or the i~termination of the fuel forecasts 

and how it i1 actually done. Doe1 DRI do it a different 

way? I under1tand, I have aot an understanding ot how 

FCG did it. They jult sot a compo1ite of information. 

Did you all do it a different way? Exactly what are the 

mechanic• in determining or forecasting fuel oil prices 

up until 1992? 

WITNESS COOK: I au••• the best answer would be tha 

it is highly aubjective and it depends upon the forecas~ r 

as how he doea it. Most forecasts that I am aware of 

are done on the basil of to-called real dollar terms . 

In other words, the foreca1tar will by varying mechanis~ 

decide that if there were no inflation what the price 

of oil would be each year and that determination may be 

based on his anal y1i1 of aupply and demand, assumptions 

as to what i1 going to happen in the refineries, what 

is going to happen in the producing cocpanies, and so 

on. Then once that baaic price forecast is developed, 
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and again each forecaater might uae different factors 

in deciding what he think1 the future price will be in 

real term., then an inflation rate is added to that anc 

the inflation rate may be the aama among several fore-

casts or it may be again different for each forecast 

depending upon vb,., the forecaster 

CHAIRMAN MAPKS: Is any kind 

uaed, or anythin& of. that nature, 

is. I 

of sampling technique I 
to aak folk• what they ! 

think, or 1omething? 

WITNESS COOK: We do that. That is in effect what 

we have done, and that'• why we have so many forecasts 

that we look at. We tubscribe directly to a number of 

services and find out what other people are doing and 

saying and then try to go into the reasons behind that 

forecast and make our own value judgments as to how 
I 

valid their reasons are. That is in fact somet~ing t ha: 1 

we do and then our jud~nt that I have ex?ressed today I 

that the FCG forecast is a good forecast to use for this . 
I 

purpose is based on the fact that we have sampled all of J 
I 

these others and looked at the reasons and rationales . i 

I feel that it is the most appropriate middl e-of-the-

road forecast to use as the best estimate . 

COMMISSIONER MARKS: All right . 

CHAIRMAN CRESSE: Commissioner? 

COMMISSIONER NICHOLS: Could I get you to look at 
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I 
very viable and leaittmata aaaumpt1on that ahould be I 
incorporated in any projection used for the purpose of 

testing the qualifications of this project . 

I think thoae lend support to our position that t~e 1 

conservative 1982 approach is the one to use . 

CmfiiSSIO~ MARKS: I take it, Mr. McGlothlin, you 

answered my quea .ion, that it is possible if you use sooe 

reaaonable aaauapti n• to come up with a forecast. 

~m. McGLOTHLIN: I didn't say it was possible to 

do it with preciaion and ten years later find out that 

you hit it right on tha n.aU. but 1 think it is possible 1 
I 

to adopt an appropriate approach and frame your 

assumptions accordinaly. 

CO~tHISSIONER MARKS: Hr. Childs, I will give you 

opportunity to respond to that, too, if you want to . 

I 
an ! 

I 

I 
I take it from what you have presented that you think it I 

I 

can be done to a certain extent . 

MR. CHILDS: Well, I will ask the witness to go 

back on that point. I think this Commission certainly 

has familiarity ~th the forecasts that are made fer 

much shorter periods of time on oil and the accuracy 

of those forecasts. Although the forecasts here, I 

started to say, are not only in dollars and cents per 

barrel, I believe our evidence shows, and the reason we 

presented four forecasts , is to show you the general 
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trend of \that prices vue coin& to be in the future . 1 ' 

don't think that the purpose of the forecast is to show 

you or to predict that in 1987 a barrel will cost you 

$45.22. So with the underatandin& that the precision 

that you are a1kin1 for it really related more to the 

trend than the re~tonablenett of the projection, that 

it the purpote of ?Ur ute of more than one forecast . 

WITNESS COOl: If I mi&ht tummarize . 

COMMISS lONER MARXS : Sure . 

WITNESS COO~: The purpoae of these forecasts, as 

I tee them, it to dete~ne if it it likely that the 

project will produce a net aavin&• to the customers . 

Our view, aa evidenced by al~ of the things that w~ have 

presented here, it that it is very likely that that will 

15 happen, extremely likely. As I underatand the rule, 

11 

11 

11 

11 

20 

21 

22 

23 

24 

25 

it does provide that the actual costa in the future wil~ , 

determine the preciae ratemaking treatment and so there 

is a self-correcting f•ctor, as there is in the fuel 

adjuscment, that compensates for the inaccuracies in 

the forecast. So it is from that standpoint a self-
1 

adjusting forecaat and we just want to make sure that we 

are in the right ball park. 

CHAI~l CRESSE: I think that latter statecent 

Mr . Cook made is very important; that the fact is 

basically the forecasts that are used here are not 
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Do you knov whether lt 11 po11ible to obtain 1 

2 certainty or an extremely hiah dear•• of precision in making I 
3 

I 

• 
7 

• 
• 

10 

oil price foreca1t1 over the long term? 

A I know it ia imp011ible to obtain certainty or 

precision . 

Q Should that then in your vi.w. baeed upon your 

familiarity with the ~lannina proce11, indicate to a utility 

that it 1hould not make A ~iaione or plan because it did not 

have that precieion o; certainty? 

A Well, one must make decitions based on the best 

11 available information. What one then need• to do is cake the 

12 

13 

14 

15 

11 

17 

11 

20 

21 

decisions hopefully in such a way that one can over time 

accommodate change• in the fact• as they arise irrespect ive 

of the future founding accuracy of prior predictions . 7his 

is the most difficult task of management, to do that . 

MR. CHILDS : Hr. Chairman, that concludes my 

redirect of Mr. Cook. I would suggest that we will 

attempt to develop for you a comparable calculation of 

the coal prices used in developing the energy costs of 

the Southern purchases . 

CHAlRMAL~ CRESS£ : 'nlank you, s i r . Hr . Cook is 

~ t emporarily excu.ed. 

~ (Witness Cook t emporarily excused.) 

24 MR. CHILDS : And I would move into evidence Exhibi t 

25 tto. 1. 
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• A As required by the Rule, me present vaJue dlsc:ount rate 1s based 

' 
' 
7 

I 

on the Company's pro~ Incremental after-tax cost of capital 

for U\1s ProjeCt. A detaileC derivation of the dlsc:ount rate used 

11 provld~ ln Document No. '· 

9 Q What oil price forecu~ did the Compuy \M to perform lts 

10 

11 

ec:onomlc analysis of the~ kV Trarwmlulon Project? 

12 A VI have used each of the four oU prlce forec&au presented by 

16 

17 

u 

19 

20 

21 

22 

u 

Mr. Cook. The FPL 1911 oll price forecut wu the "base" 

forecast ori&inally used by FPL tO evaluate the second block of 

Coal-By-Wire pur chua. This for east wu presented by the 

Company in Oodcet No. llO)IJ~EU resardine the Commission 

investigation into addltlon&J -'00 kV interconnections with the 

Southern Companies. The other fotecasu are the FCC oll price 

forecast (a mid-ranee fotecast), the DOE oil price fore<:a.st (a 

high-ranee fotea.st), and the FPL 1912 oU price forecast (a low­

range forecast). 

!u Mt. Cock expl&lned in geater detail in his testimony, the 

furure of oU prices is hl&hly uncertain. As the results of our 

analY$4!$ wUJ show, the economic benefits of the Transmi..~ion 

132 
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• Project wW vvy si&Nficandy under differ ina oU price scenarios; 

2 the geater the lncreue 1n oU prices, the areater the benefits of 

) th& Project. Howev•, under Ill oU price scenarios which were 

' analyzed, our customen were provided witt\ a clear and 

' substantial economic benefit. 

' 
7 Q What Ia the Cumulative Pr.-nt Value of the l!xpected Net 

I Savlnp \R:Ser each of the four oU price forec:uu c:onslderlnc 

9 total system savlnp? 

10 

11 A The Cumulative Praent Value of the Expected Net S.vin&s in 

12 the first ten years of commerc:ial operation of the Project under 

• 1) each o!l price forecut are u follows (ln $ milllonah 

14 

1' FCG DO! FPL 1'12 FPL 1911 
16 Oil Price OU Price OU Price OU Price 
17 Forecast Forecast Forecut Forecut 
u 
i.9 $1,201 $2,1'' .$1'2 $1,"0 

20 

21 The c:&lculations of savlnp usumin& the FCG, DOE, 1932 FPL 
I 

22 and 1911 FPL oU price forecaau ue detalled ln Document No. 7 

n on pages 1, 2, l, and 4, respectively • 

• 
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' 

The table shows that the net savinp ve Mnlltive to oil price 

usumptions. The net savinp difference between the hi&h-rance 

and low-range oil price scenarios is over $1.3 bWlon. That L5 

aJmost three times areaw than the total ccst of the Project. tn 

,pite of the senaltlvlty of t ,. savlnp to chan&a 1n oU prices, 

even when the low-ranae f". ecut is UHd there ve savlnp for 

the system throuah 1 "2 of ov• !00 mUUon due to construction 

of the TranJmisslon Project. 

10 Q What are the prindp&l preMnt value net savLnp components of 

11 the prevlcu calc:Wat1on? 

A The two components area l) the differential in fuel con between 

total system fuel cost in the Base Case and the CO&l-&y-Wire 

Cue, and 2) the dlfferentl&l in capital carryin& costs between 

the two Case$. These are detailed in Doc:ument No. a for each 

oU price forecast. 

ThJ.s Document shows that the major portion of the net savings is 

produced by the fuel savlnp which ranges from about $660 

million under the low~ange forecast to about $2.0 billion under 

the h.igh-range forecast. The savlnp in capital carryin& charges 

are, of coUt'se, un&tfected by changes in oil prices; therefore, the 

present value of net savlnp in c:arryin& charges is approximately 

SUO million for all fuel price forecasts. 
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7~ 

cost recovery. So I think underlyinq in thi• whole 

scenario is very stron9 incentive for off-balance sheet 

financin9, creative .. ana of reducin9 the cost to the 

consumer. 

Bu~ the bottOr.l line of all c~ this is J'..:St 3:-. 

1nc~n~ 1ve for the -~mpany ~c !~ ee Uf resc~rces so t~a t 

they can better prnvide service to the consumers at the 

COMMISSIONER MARXS: Is it your understandinq that 

there is a difference between this terminoloqy, that is, 

the conservation of oil and the economic displacement 

of oil? Can you define me th•·difference i n that 

terminoloqy? 

WITNESS TRAPP: Yes. I find a very distinct 

difference between that. Conservation of oil implies 

that it's done economically, but not necessarily so. 

Conservation for the purpose of conservation, in my 

opinion, from an enqineerin~ standpoint, does not make 

sense . 

Conservation from an economic standpoint does make 

sense. And to the extent that all the definable costs 

and benefits show that it is economical to displace oil , 

then oil should be displaced. 

I would also ar~e that any resource that is the 

cheapest resource should be used. If coal is more 
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expenaive than oil, then we ahould have a coal-backout 

clauae. But the realitiea of the aituation are that 

that doean't appear to be the caae in this decade and 

probably a large part of the next decade unless ~e ! 1~d 

a l: t : ! d~ad dinoaaurs t:me~~ere. And the real1t1 e s 

of today are that 01 . it what we need to back out. 

COMMISSIONIR MhftKSs All right. With that in mi nd, 

what ia the intent of tui~ rule? Conaervation or dis-

placement? 

WITNESS TRAPP: Economic diaplacement of higher 

coat reaourcea. 

COMMISSIONER MARKS: Okay. lt'a the economi c 

displacement concept that 

WITNESS TRAPP: That'a correct. 

COMMISSIONER MARKS: we're dealing with here 

rather than the conaervation of oil concept . 

WITNESS TRAPP: Just conaervation for conservation· 

sake, that'a correct. 

COMMISSIONER MARXS: I asked that question because 

in response to some other questions you tended to indi-

cate that what we were concerned about here is t he 

conservation of oil. But I think you probably clarified 

it with that statement. 

WITNESS TRAPP: Yes, sir. We're concerned with 

economic conservation. 
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WITNESS TRAPPz I think 80 • 

CHAIRMAN CRESSEs All ri9ht, air. Now, do you viev 

thia oil-backout rule, which ia the economic diaplaceme~~ 

of oil, any different than you do the conservation goals 

and programs? Should they be econ~~1cally based? Has 

the aake of conaerva ~ ion alone? 

. -. . ~ . 

WITNESS TRAPPa Ev~..r~·thing that a utility doea and 

the Co.aiaaion approvea ahould be baaed on economics. 

CHAIRMAN CRESS£: And hat that been true aa far as 

you knowledge of our conaervation programs, that they 

have to be coat-effective? 

WITNESS TRAPP: That'a correct. 

CHAIRMAN CRESSE: So, eaaentially, do you see any 

difference then between the economic displacement of oil 

through this rule as opposed to the conservation progr~~ 

that we have approved? If it's not coat-effective, it 

wouldn't be approved; is th~t correct? 

WITNESS TRAPP: That'a correct. 

CHAIRMAN CRESSE: All right, sir. Based upon your 

how long have you worked for the Public Service 

Commission? 

WITNESS TRAPP: January 6, 1975. 

CHAIRMAN CRESSE: 1975. Do you know of any ten-

year period, or have you had an opportunity to review 
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any ten-year period of forecasts for the prices ~f coal 

or the prices of oil that those forecasts have ever c~~e 

out to be reasonably accurate? 

WITNESS TRAPP: Boy, that's a tough one. There 

have a l ~ays been inacc~ra~ ies associated w1th !uel 

fo recasts, to rny kno . l ~:;e. 

CHAIRMAN CRESS! AI a matter of fact, if we had 

been forecastin9 ten-yea r prices in 1982, and we had been 

doing that in 1970 or 1972, we would not have had any 

oil-fired plant• built in the State of Florida, would we? 

WITNESS TRAPP1 Not in this decade of forecasting, 

no. .. 
CHAIRMAN CRESSE: If we had just forecast what the 

price was going to be in 1982, we would have probably 

built coal, wouldn't we? 

WITNESS TRAPP: Most likely. 

CHAIRMAN CRESS£: 11 there anything essentially 

wrong then with recovering an ecnomic displacement of 

o i l project over its forecast useful life econ~~ically ? 

WITNESS TRAPP: Not in my opinion. 

CHAIRMAN CRESSE: Do you think that anybody can 

r easonably forecast fuel prices for ten years or in 

excess o f ten years? 

WI TNESS TRAPP: I thi nk you can reasonably dis-

tinguish trends i n f uel prices, but I don't think that 
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it's realistic to think that you can forecast exact fu~: 

prices. 

CHAIRMAN CRESSE: All right, sir. What do you thi~k 

would have happened if in 1970 somebody had dec1ded to 

i~port coal ~rom Georgia a~d b~::d a tra~s~i~s: or : : ~ e 

be economic? 

WITNESS TRAPP: Pro~ ~ly not, under those circum­

stances, not --

CHAIRMAN CR!SSE:' I a there any reason then -- we've 

been talking about an incentive. 00 you aee any justi­

fication for recovering the coats of these type projects 

during a reasonable forecast period so that you don't 

burden future ratepayers with our poor estimates that ··•e 

make in 1982? 

WITNESS TRAPP: I believe that decisions based on 

forecasts are more accurately made when you're dealing 

with shorter term forecasts tl.an longer term forecasts. 

CHAIRMAN CRESS£: Am I correct in understanding t ha 

th is rule provides that there has to be a net benefit 

forecast over a ten-year period, or else the project wil 

not be approved? 

WITNESS TRAPP: That's correct. And that ten-year 

period, by the way, is within our nominal planni ng 

horizon in the State. We currently do planning on a 
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WITNESS IIOWAI.D: 10, 1ir, it would not, not baaed 

on the' what wu called the rcc forecut that val Uled 

in the qualitifcation baarin&•· 

COHHISSIOND. GUNT!Jl: Bub: 

MR. McGLOTHLII: You have anticipated the petition 

I for recon1idaration. 

1 COHMISSIOlf!ll CUtTEJl: Nov thickan1 the plot. I 

I under1tand vby the puddinll waa be&iDDinl to thicken. I 

e didD ' t undaratecl the heat wa• on the • tudy. 

10 WI'l'NESS HOWAI.D: I would think we 1hould point out 

t1 it may, that va1 ju.t on one foreca1t. Once it'• 

12 qualified and you ao to comparina actually, what actually 

13 happened aa oppo1ed to what ia forecaat to happen it 

'" very well may pay out in ten yeara. I think you can come 

11 up and envi1ion a 1cenario, even if the deferred capacity 

1e benefita flowed throuah, a1 the rule aaya, you can come 

17 

18 

18 

20 

21 

22 

up with acenarioa where it would not pay off in ten years . 

The belt belief i1 that it will. 

COMMISSIONER GURT!ll: All right. Go ahead, counselo 

MS. DAVIS: Co1111D11aioner Gunter, if I could just 

follow up on your comment•. 

As we under•tand' tbe rule, the rule require• that 

~ for quali fication purpose• that within the first ten 

24 years of commercial op.ration, the project result in a 

ne~ cumulative preaent value benefit to the customers, 
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are, UDJ pocl ruaona vbJ the linea abould be con· 

atructed but there la onl1 one juatlfication under t~e 

3 rule which will per.it ita qualification for the rapid 

' recovery of capital coata throuch the oil backout 

e recovery mechani.ma. 

e In ona aanaa Clb. of our poaitiona atema from the 

1 company, becauaa it is in tha teatimony of Florida 

a Power and Li&ht co.pany th t deacribea the vaaariea and 

e uncertaintiaa aaaociatad with projactiDa oil costa. We 

10 believe that in an exceptional mechanism like thia that 

1 

11 it it only reasonable to require that the more conserva-

12 tive of thoae projections be used in determining the 

13 fuel aavina• associated with the project. 

14 W. have aakad that the company ba required to adher 

15 to tha vary apecific atandarda and criterion adopted by 

1e the Commiasion in the oil backout rule which would 

17 

18 

18 

20 

21 

22 

require, amana other thin&•· that it taka into account 

all of the costa a11ociated with aecurina coal by wire 

in its analy1i1 of any net 1avinga. We believe that 

when you take into account only those benefits which 

are permitted by the rule, and when you recognize all 

of the coati associated with it, that when you look at 

~ those numbers the project does not meet the test of the 

24 rule , which ia positive present net value within ten 

years of construction. 
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ia that I think we have four forecaata, ia that ri:ht, 

Mr. Cook, that we have four forecaat1 that give differenJ 
I 

3 acenarioa? 

WITNESS COO!t: Four that were quantatively analyzed 

a and otbera which were ahown to be within the range. 

e CHAIRMAN CRESS! · I am ju.t trying to, if we could, 

1 and I don't know if ~t ia po11ible, reach some agreement 

1 on what forecaat ouaht to be uaed for thi1 evaluation. 

e Then the queation COIDII up that aince forecaata change 

10 from ttm. to ttma, and it will be different next year 

11 than it i1 now, how that playa a role in thi1, or doe• 

12 it play a role? 

13 For example, if we looked at the foreca1t for l9i9 

14 and 1980 when thi1 project wa1 atarted there would be a 

15 much wider diaparity beeween the price of oil and the 

18 price of coal than it preaently forecast. That seems to 

17 

18 

19 

20 

21 

22 

23 

24 

me to put a quettion that, all right, you go ahead and 

start something and than there are points in time when 

projects can be terminated, deviated or continued based 

upon the late1t economic analysi1. That doesn't cake 

the firtt deciaion wrona or right because the prices 

have changed to be prudent when you atarted out . 

MS. DAVIS: Kr. Chairman, I don' t lcnov if this 

completely addreaae1 your concerns, but the ataff took 

the position that the rule requires the analysis of 
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projectiona, but it ae ... to • that with all the data 

2 that we submit, and we have a tendency to overcomplicate . 

3 these thin&•· The point it that I am convinced, and 

maybe we could get a atipulation to thi1 effect, that 

15 the economic benefits of this oil backout proposition 

e it fairly dependent ~pon the difference• between the 

7 price of coal and th~ price of oil, aa forecatt over the 

8 ten-year period. It th~ r~ ny ditaareement with that? 

10 

,, 

Mr. Cook, do you diaaaree with that? 

WITNESS COOK: No, I don't ditagree. 

CRAIL~ Cl!SSE: All riaht. So it seem• to me 

t2 then that one of the thina• you do 11 you 1tart with the 

13 fuel pricel, if you aenerate yourtelf, and fuel prices 

14 of which that replacement power will in fact coat. 

15 There has to be forecast• of thoae. in terms of dollars 

16 per ton, which is then converted, you know. to kilowatt 

17 

18 

1i 

20 

21 

22 

hours and you can look at it in dollars per ton and the~ 

you could convert it to kilowatt hours. 

Then you have aot the other revenue requirements, 

which is over time &I this plant is constructed, and 

you have already buil~ aome of it and some of it is 

all ready producing power and bringing about great 

~ savi ngs. That ia if I can believe what JEA is saying, 

24 

25 

and I believe what they are aa~ng. They are already 

producing great saving• and over t:i.D you are going to 

• 

I 
I 
I 
I 
I 
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than the FCG foreca1t, which doe• not 1how that kind of 

2 thina? 

3 WITNESS COOK: Well, it i1 ju1t reflective of an 

4 explicit scenario which may or may not happen. 

5 Cert ainly the circuautancea that are taking place right 

e now in the Uiddle Ea~t could cauae a price run-up today 

7 or tomorrow. We hav already 1een a price run-up of 

I about 5~ in the laet f ve weeki, which ia not forecasted 

i in our acenario. llight today the FCG forecaat is core 

10 accurate than the FPL low band forecaat and even the 

11 FCG forecaat ia a little low. So it ia a forecast,which 

12 

13 

14 

I don't think one 1hould have very high reliance on 

any ~ne forecaat . Whereas the FCG ia more representativ~ 
of a trend line which over a period of t~e yo~ would 

15 anticipate would ever age out . 

COMMISSIO!~R NICSOLS: Thank you. 

17 COMMISSIONER MARKS: Let me ask a question, and 

18 just a general question not necessarily of Hr . Cook bet 

19 

20 

of counsel for FIPUG and Public Counsel. J 

I am looking at all of these scenarios and forecast 
I 

21 on prices of oil, and I asked Mr. Cook earlier how it ! 

22 was done and apparently there are various techniques 

23 on how to determine what oil is going to cost up into 

24 t he futur e, such as aampling, and they may do a lot of 

things, as a matter of fact. 
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Nov, ia tbare my aare~t to the extent that a 

reaaonable forecaat can be fOUDd •• to the price of oil 

to the future; whether you believe wh•t we have hare is 

4 correct or incorrect? Do you believe that it can be 

a done? 

• Anyone, either one, don • t everybody ru1h to 

7 answer . 

• MI. FOGEL: My une'eratandin& ia that it can't be 

t done. 

10 CCifotiSSIOll!a MAliS: Tb&t it what? 

11 MR. FOGEL: That it can't be done . 

12 COMMISSIONER HAllS: Can't be dona? 

13 MR. FOGEL: Correct, that you can go to ten 

14 different experts and you can &at ten different pro-

15 jectiona because they use vidaly different asaumptions . 

18 Baaically, I would base .y underatanding on what I have 

17 

18 

20 

21 

23 

24 

read from Wall Street analyata and market analysts about 

the future of fuel pricea. 

MR. McGLOTHLIN : Mr. Marks, I would aay this : 

Having in mind the uncartaintiaa aaaociated with the 

supply factors, and alao the time frame that is involved 

in this kind of projection, tan years and more, of 

course it cannot be dona with precision by anybody. 

COMMISSIONER MARKS: I understand. 

Mil. McGLOTHLIN: I think what you have to do ia 
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adopt an approach that it deaianed to be compatible ~ith 

2 your purpoae in the proceedina. 
I 

Where the purpo•• of the 

3 proceedina it to determine whether the project qualifies · 

4 for a novel and exceptional kind of rate treatment, and ~ 

5 where you are confronted with the uncertainties associated 

e with the projection•, w~ take the poaition that your 

7 approach to enaure tha it doe1 qualify and that the 

e ratepayer• ahould be requ~r a to accept thi• divertion 

e of fuel aavinga to recover capital co1t1, you thould 

10 take the conaervative approach. 

11 When you take any approach you basin with some 

12 

13 

14 

assumption• and we would like to point out that t~e 1982 
1 

' Florida Power and Light forecaat doe1 more in the way of 

making asaumptiona about aupply and demand arrangements 

15 than the other• that have been presented in the case . 

16 One of the assumption• underlying the 1982 FP&L forecast 

17 

18 

18 

20 

21 

22 

23 

24 

25 

is the assumption that there will be continued user 

conservation of oil product~. We think that should be 

incorporated in any projection that is used for that 

purpose in this case. 

Another assumption underlying the 1982 Florida 

Power and Light forecast ia the assumption that produci~ 

nations in the Hid East will be motivated to ~intain 

high production levels for the purpose of funding their 

own economic expansion needa. Again, that see~ like a 
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! 

very viable and legittm&te easumption that should be 

incorporated in any projection used for the purpose of 

testing the qualification• of thia project. 
I 

I think thoae lend aupport to our poaition that the , 

conservative 1982 approach is the one to use. 

COt-1MISSIONEil MA1UC£: I take it, Mr. McGlothlin. you 

answered my queation, t at it it possible if you use some 

reaaonable aaauaptiona to coma up with a forecast. 

~m. McGLOTHLIN: I didn't say it waa possible to 

do it with preciaion and ten yeara later find out that 

you hit it right on tha nail, but I thir..k it is possible I 
to adopt an appropriate approach and frame your 

assumpt ions accordingly. 

COMMISSIONER MARKS: Hr. Childs, I will give you an 

opportunity to respond to that, too, if you want to. 

I take it from what you have presented that you think it ' 

can be done to a certain extent . 

MR. CHILDS: Well, I will ask the witness to go 

back on that point. I think this Commission certainly 

has familiarity with the forecasts that are macie for 

much shorter periods of time on oil and the accuracy 

of those forecasts. Although the forecaats here, 1 

started to say, are not only in dollars and cents pe~ 

barrel, I bel i eve our evidence showa, and the reason we 

presented four forecasts, is to show you the general 
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trend of what pricea were goina to be in the future . I 

don't think that the purpose of the forecast h to sho~ 

3 you or to predict that in 1987 a barrel will cost you 

4 $45.22. So with the understanding that the precision 

5 that you are aakina for is really related more to the 

e trend than the reaaon bleness of the projection, that 

7 is the purpose of oux uae of more than one forecast. 

8 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

21 

23 

24 

25 

WITNESS COOK: If I ~&ht summarize . 

COHHISSIONER MAliS: Sure. 

WITNESS COOX: The purpoae ot theae forecaats, as 

I tee them, ia to deteraine if it it likely that the 

project will produce a net tavings to the customers. 
I 
I Our view, at evidenced by all of the things that we have , 

presented here, it that it i~ very likely that that will I 
happen, extremely likely. As I underttand the rule, ! 

I 
it does provide that the actual costs in the future wil~ ; 

determine the preciae ratamaking treatment and so there 

is a self-correcting factor, as there it in the fuel 

adjustment, that compensates for the inaccuracies in 

the forecast. So it is from that st~~dpoint a self-

adjusting forecast and we just want to make sure that •• 
i 

are i n the right ball park. 

CHAIRMAN CRESSE: I think that latter atate~ent 

Mr . Cook made ia very important; that the fact is 

bas i cally the forecasts that are uaed here are not 
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detemdnlte of the repetity with which thia project may be 

paid for becauae if 1D fact, aa I underatand the rule, 

3 that you would look at it and make the forecast and say 

4 yea, that qualifiea. Aa the coats are incurred it is a 

5 question of how much would 10 into regular rates and he• 

e much would be accela~ated back, that would be done a 

7 aix montha forecaat ~a1i1 in the true-up. So the real 

1 banefita would be detet i n d on avery aix-month period, 

1 if it actually coat the ratepayer• mora or if it cost 

10 them le11. The maximum amount it would coat, assuming 

11 

12 

13 

14 

15 

Ul 

17 

18 

1i 

20 

21 

22 

23 

24 

25 

that aometbin& happened next week and coal got higher 

than oil, would be then the regular traa~nt of those 

KV linea ovar their aatimatad uaaful life for purposes 

of 1trengthening the grid aystcm and the network. 

The ratepayer• would still pay for it but there 

would be no accelerated pay for it, and I think that's 

one of the things that we tend to forget. My frustratic. 1 

is not with whether or not the project ought to go for-

ward and how it ought to be treated, but just be able to 

get your banda on aome information that is consistent 

from one page to the next. 

We will make it, though. We have scheduled two 

days for this hearing, and we could probably get through 

in one if we hurry on. But, as I view it, if this 

project was approved, and let me just be sure that I 
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underatand that correctly. If thia project vat 

2 approved and in fact there waa no difference in the 
' 

3 
I 
I 

price of the contract and we are charging a eoat that is 1 

4 

I 

e 

7 

8 

aa mueh •• if they were aanarating it thea1elves, tlw 

added coat of the project would be incorporated into the 

bate rataa and then the queation of whether it wa1 

prudent to have buil '" it at all could become an issue in 

rate caae. But if no aavin&• are demonatrated on a alx-

e month-by-aix-montb baaia nothing would be paased through 

10 in the oil conaarvation backout, 11 that ri&ht? 

11 HS. DAVIS: I think there are two queationa. The 

12 second one it if eve~ 1ix months the fuel savings were 

I 

' 

13 less than the revenue requirements you would recovery on y 

14 the revenue requirements through the clause. Now, if 

15 you hAd no clau.e then the revenue require:Dents of plant 

te would either be dealt with in base ratea through CW1P 

17 or AFUDC, but there it some difference. The clause woul 

18 eliminate any regulatory lag, as far as the cost of the 

19 project waa concerned. 

Nov, if your other queation was assuming that you 

21 approved the uae of the clause today and on a six-cont~ 

22 basis it was demonatrated that no savinga were realized 

and then whether you would later want to bring up in a 

24 rate ease whether it waa prudent for tb.m to have 

25 entered into the project at all, I think the answer to 
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2 

that ia probably no. I think a ~ today that the 

primary purpoaa of the project ia to diaplaca oil, that 

3 it will be cott affective to do ao in ten yeara, and 

• allowina the company to uae the c:lauae would preclude 
I 

5 you from in a later rate c:aae determinina that in fact it I 
e waa not prudent at al~ . 

7 CHAim~~ CRZSSE : Well, I think it it prudent but 

a my problem it that I don't know that that it an iaaue . 

US. DAVIS: I didn't think it waa. At I un<!erstoo 

10 the question •• 

11 CHAIRMAM ctu:SSE: But I don't think it would pre-

12 elude anybody from brinatna th&t up aa an isaue after-

13 

14 

15 

the-fact. 

MS. DAVIS: Brinains what up as an iaaue? 

CHAimf.A.'; Cll!SSE: Wba ther they ahould have built 

1e the line or not if coal auddenly gets twice the price of 

17 

18 

19 

20 

21 

22 

oil . As beat I have been able to tell anybody can bring 

up an issue anytime they want to. 

MS. DAVIS: Well, that would alway• be an issue but 

I think the staff would take the position, and hope that 

the Commission would, too, that you judge the prudency 

at the time that the decision to ~,ter the project was 

23 made and at that time 

24 CHAI~'fAN CRESSE: Don't miaunderstand me. 1 think 

25 that once we have said that thia would be incorporated 
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into tba oil backout clause that'• tblt cleci1ion, 

I 

just li.j(. 

2 vbeneve~ ve •• , you ouaht to build • plant, but if we 

aay it should not be incorporated in the backout clause 

4 doea not preclude aomabocly later on from railing it as 

an iaaua aa to whether it va1 prudent to build it at 

e or not. 

7 MS. DAVIS: That' 1 true . 

~ . a •• 

! 
' 

1 CHAIIHAN CRESS£: Tho only dacioion wa are going I 
e to make today i1 vhe':her to include it in the oil backo·.;: 

10 clause. 

11 MS. DAVIS : And if you concluded that it should no: 

12 be included in the oil backout clause I thi~k it leaves 

13 the i1sue open as to whether or not it was prudent to 

, .. 
15 

18 

17 

18 

18 

20 

21 

22 

23 

24 

25 

have entered into the project at all. 

CHAIJU-1A.'{ CRESSE: Okay. Are there any further 

questions of Mr. Cook? Any redirect? 

MR. CHILDS: Yea, 1ir. 

REDIRECT EXAMI!~TION 

BY MR. CHILDS : 

Q Mr. Cook, you were asked a question about the 1981 

forecast of Floriea Power and L~ght Company and you said tha: 

arbitrary adders were used to develop that. Would you tell me 

what you ceant by the term "arbitrary"? 

A Maybe that was the wrong tam. Judgmental and 

subjective, like any other forecasts the numbers were made up 

in somebody' s head and applied. It was our judgment that that 

was the appropriate adder at the time to reflect the premium 



if you got rid of the oil, fuel 

2 easy as adding another oil-bacY.out project. 

3 CHid R.'1AN CRBSSE: Is that your reco:n:nr~:·da t :.en ? 

4 \HT:'IIf:SS OI'r'n-1F:R: ~o, sir. 

s CHAI R!lAN CRESSE: z: ut the math wi 11 wc. rk o~.:t that 

6 way, wouldn't it? 

7 WIT~;r:ss DIT'ft·IER: The r"'S ultl would be --

8 BY MR. BuTLER: 

9 Q Looking at Page& 7 and 8 of your testimony •~ere 

10 you fi rst discussthe primary purpose test , is it your 

11 posit ion tha t the primary purpose o: a p roj~ct shoclc be 

12 determine d by looking at the utility's justificat ion !or 

• 13 t~e ~rojec t at the time it det~rmined to undertake t~e 

14 ;:·rojec t , as opposed to at the present t ime ? 

15 At the time they are Act~ally ~aking the de:~s \ on 

16 to go f o f'oo.'ard. As things chanqe, you know, w~.ate\'er you're 

11 at at that point in time, you're qoing to look at it. 

18 Q So, you want to look at it at both points i r. ti me? 

19 lt would be your testimc-ny that it has to be their i=-.r:.~a r y 

20 ~u rpose , both at the t ime they undertook it and then at 

21 t~e time that a qualification h<!aring would be held with 

22 res?ect to this? 

23 .r.. T~e corn~any is ahiays going to be evaluating the 

24 eco"lomi cs of a project. You see utili ties across the nat ion 

• 25 enter into ne~ generating units at one point in time and 
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3ay they were justified, and then later say they will dcf~r 

them, and then sometimes star t on them a~d cancel them. 

You are always going to !:>e looking at it and trying to 

4 c~tcr~ine whethe r to go forward with it at that point in t~~e~ 

5 You are saying a t this point in time the project 

6 can't be justified. T..ookins- at the econo:nics of displaci ng 

7 oil, it has to be justified on a 1aplacing or deferring 

8 capacity. 

9 Q Well, at the time that fP'L in i tially made its 

10 d~cision to undertake the project, are you aware that the 

11 oil pri ce forecasts at the time indicated that the p roject 

12 would ~e j ustif ied solely oh the basis of the oil dis?l3c~ -

13 ment that i t would generate? 

14 A I heard that testimony, yes. 

15 Q In your ~ind would that indicate that the pr1~a ~y 

16 purpose of the project at the time that f?'L was de ter~1n i ng 

17 to undertake it -.1as oi 1 di a placement? 

18 A That's a judgment~ Yo~ know, it's hard to go 

19 through and say ~hat wen t through management's mind at that 

20 time. Certainly t hat would appe ar to make the project look 

21 nore lucrative than say it does today. But, you know, they 

22 could have applied the probability analysis and said that 

23 even if the price of oil doesn't go up to this level , we 

24 are not going to miss on a net present value savings when 

25 we consider the capacity savings -- the capacity -- savinqs 
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from deferring capacity. 

2 0 1-Je 11, do you havo any knowled9e that the decision 

3 \vas made on the basis of the time that the project was 

4 undertaken, the decision was ~ade on the basis of deferring 

5 capacity rather than lookinc at the projected economics 

6 of oil displacencnt for the Droject? 

7 A The only thin9 I've ~ ~rd it the testimony that 

e said tho pioject was initially justified from an oil 

9 displacement standpoint. I don't know if that was the only 

10 thing that entered into their minds or not. 

11 0 You have indicated that to really "-ake th1s 

12 analy~is would require lookin9 into their ~inds or making 

13 a subjective analysis. : sn't that essentially the test 

14 t hat ~ublic Counsel has prO?OSed for the primary purpose 

15 analysis under this rule? That you look at the com?any's 

16 1 n tent at the time it undertook the project? 

17 A Would you repeat that . I'm not sure I understand 

18 that . 

19 0 You are · indicatin9 that to determine whether 

20 FP&L actually intended to undertake its project for oil 

21 d i spl acement or oi 1-backout would require lookin9 at the 

22 com?any's subjective intent. I'm asking you, if that i sn't 

n in fac t, the test for the pri:nary purpose analysis? 

24 A You sai d that. I don't know that f said that was 

:75 necessarily t he tes t • 
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Q I'm askin9 you ~hether that is the test, whether 

2 you understand the Office of Public Counsel to be taking 

3 that position in this proco•ding as to the primary purpose 

4 test. 

5 

& 

7 

8 

9 

10 

1, 
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A I ~ould say at thi~ point the determination of 

wh~ther t o continue the proj• -t is going to be either based 
I 

on the contract obligations or the total economic feasibility ! 

ot continuin9 the project at this point in time. , 
I 

0 ~r. Dittmer, are you familiar with Order No. 110 3~ . · 

the prehearing order for this procoedin9? 

A I have read it. 

0 ~ould you turn to Page 2 of that order. Under 

Issue 1-A, is it correct that Public Cou!lse l • s position as 

statcc here is that : "~s to the issue of if the gross fuel 

savings are greater than other savings, docs that establish 

conclusi vely that the primary purpose of the project is 

oil d1splacement? Public Counsel's position is no . The 

rule calls for a diff~rent approach. Whether the primary 

pur?ose of the project is oil displacement should be 

determined from a revie w of the reasons for undertaking 

the project.• 

Do you bgree with that position? 

A I would say I agree, but I would modify it to say 

unc~rtaking and continuing with the project . 

Q But that's not the position that Public Counsel 
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took at tho time of tho prohoaring conference and reflected 

in this prehoaring or~er; is it? 

A so. 

0 You have indicated that fPL probably considered, 

5 in addition to oil displa~ 'm.nt, other benefits associated 

6 ~ith the project at the t : me it made its d~cision to 

7 und~rtake it; is that corr•~ t? 

8 A It very well may have, yes. I would say it should 

9 have. 

10 0 Would you agr•• that when a utility analyzes a 

11 project, it would be imprudent i f it did not look at all 

12 t~e potential benttfits which it might be able to g.1in as 

13 a result of whatever project it was co~sidering undertaking? 

14 A It ~ould certainly do a good j ob to look at all 

15 the costs and all the benefits. 

16 Q Would you agree that the fact that studies might 

11 indicate that there were reliability benefits to a project 

18 or capacity deferral benefits to a project would not 

19 necessarily indicate that those oth•r benefits were primary 

20 i n the utility's mind, but instead simply indicated that 

21 t hey hao cove red a 11 the bases? 

22 A I would agree with that. \lho knc...s ·..vhat all the 

23 thoughts were at the time the decision was made • 

24 0 Turning to Pages 10 and 11 of your testimony, I 

25 want to ask you specifically about your analysis o f the 
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or of deferred capacity? 

\'HTNESS DlTT:-1ER: The company isn• t claiming any 

capacity savings in those years. T~ey weren't planning 

any. I'm saying all thos~ costa would be allocated to 

the oil savings. 

C!iAIJt'-'AN CRF.SSE: Nnw, if you 1re 90i ng to allocate ' 

them all to the oil aavin91 in those years, what would 

you do in the year that they start saving capacity? 

Where will you allocate them? 

WITNESS OlTTM£Rs Nell, one methodology I've used 

in this 14-A was to look at how much of those coal-by-

wire purchases ~ere displacing oil and how much was 

being used in lieu of the 700 mega~ltts that ~as 

planned for 1987. And I just got a factor to alloc ate 

that. There rr.ay be other ways to do it. You might 

want to do it on de~and. I haven't thought about it, 

but the numbers come out overwhelmingly showing that 

t~ere is a loss from fuel oil displacement. 

CHAIRMAN CRESS£: Well, let me ask you this. Do 

you think this project as proposed is a better deal 

for the ratepayers than going ahead and building those 

units? If you were faced with this alternati ve , wh ich 

\IOuld you recommend that the company do? 

WITNESS DITT:-1ER: The nwnbers that I have s -:e n so 

far -- loo~s like the best economic alternative is to 
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proceed with the project. 

2 CHAIR:\AN CRESS£: All ri9ht, air. 

3 WITNESS DITTMER: The one adjustment, as we just 

4 discussed, I don't think we got a real base case 

5 scenario versus the c val-by-wire case b~cause we 

e haven't done that di play, displacing other oil sav1ngs. ; 
I 

7 CHAI~~AN CR!SSE& ~ell, bated on this, don't you 

a think that it would be better !or them to go ahead and 

e enter into that contract with Georgia than to go ahead 

10 and start constructing those units? 

1 1 

12 
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WITNESS DITTMER: Eve r ything that I have seen so 

far indicates that, yes. 

CH~lR~~ CR~SSE: Now, that being a prudent thing, 

shouldn't we then somehow assure that the capacity 

charges w~ich they incur, which are beneficial to the 

ratepayers, actually will be reflected in the rates 

they are charging the customers? 

WITN~SS DITTMER: If we determined that the proj~c~ 

is prudent, then I think they ought to collect their 

costs. The question today is just when. 

CHAIR:\A!~ CRESS£: All right. So, if we took the 

capacity thing a nd said yeah, this project '-'i ll sta..;d on 

its ~Nn bottom for capacity, obviously they save about ' 

2 billion, 3 just for going the capacity route, don't 

t hey? J us t by going to Georgia rather than building 
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the alternative that results in the least total cost 

of the two proj~cts over the lite of the -­

CHAI~\AN CRESS£: You would latch on to it; 

711 

4 wouldn't you? 

5 

6 

7 

WITNESS 01TT:-l£R: Yes. 

CHAlR:'V\N C~ESSE: AI a matter of fact, if one 

looks at your 14-B, ftn said that their construction 

a is based upon summer peak, and they need between 20 

e and 25,, they really don't need any capacity prior to 

10 19 -- tomewhere between '15 and '86? 

11 
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WITNESS OlTT~!R: That's ri9ht. 

CHAIR!~N CRESS£: You took 20 on the low end. But 

they actually are 9oin9 to 9et some capacity prior to 

1986 from the Southern Company as a result of the 

information on Oocurr,ent No. l7 il that correct? 

\H'!'N!:SS DIT"'~ lE:~: That's correct. 

CHAl ~\AN CRESS£: Now, do you think that's prudent 

for them to go ahead and do that? 

\'HTSJ:SS DITT!4ER: lt ap(>earl the project is 

prudent to be entered into. tt would appe•r that it 

would be prudent not to buy the capacity until 1986, 

if it could be purchBsed in that manner, because it's 

not 

CHAI~lAN CRESS!:: Are you familiar with the terms 

and conditions of the arrangeMent that Florida Power 
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I would assume that you can't sell it but to one 
I 

2 utility and ~•t the rules of the road of the ~tilitics. l 

3 WITNESS DlTT:tER: No, my question is can they get 

4 it back at some point in time? In other words, can 

5 they refuse it in 19R4 and then it back? 
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CH.~J~1AN CPCSS£ : And say, "Well, I don't want it 

in '84; you can setl ~ t for a year; but you're going to 

have to hold it for me in •as•? No, thoy can't do that. 1 

Assume for a moment that you get the right of first : 

refusal, on taking it, and once you exercise that 

right, that'• it. That'• utually what the right of 

first refusals are. 

WITNESS DIT~1ER: Then you would have to look at 

the big picture again, the total economics of buying 

now, buying a little bit more than you n~e~ to enjoy 

some sa,·ings later on. 

CHAIW1AN CRESS£: ~ave you seen the company's 

12-A? 

WITNESS Dl'M'HER: I believe so. That's the one 

where --

CHAJR!\.\N l:RESSE: Now, let's look at Line U on 

12-A. Then look right below that to Line 8, which is 

the one I wanted you to look at all the time, ~ut I 

was on the wrong line. 

The defe rred capacity carrying charges are the 
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anticip~ted construction. Now regardless of whether 

2 they go to the ratepayers or they are capitalized, 

J would you agree that those are real costa that are 

4 either capitalized or included in CWIP? 

5 WIT~ESS Ol 'rT~tER : They are costs that are going 

6 to be incurred by so~ebody some~here along the line. 

7 CHAIR~N CRESSt: Under the nor~al accounting 

a procedures of utilities, given the CWIP, the ratc?ayers 

e would pay for them in '84 or whatever year it listed 

10 there. Or if it's capitalized, it then would vnly be 

11 r e cover<:d when the unit would come on line in 1987; 

12 is that correct? 

13 ~oJIT~n::ss DlT'!'!',ER: That's correct. 

14 CHAIR~~N CRESS£: In an econo~ic analysis on 

15 deferred capacity, would you agree that in 1984 the 

•s deferred capacity carrying charges exceed the capacity 

17 costs and the wheeling costs on the Southern contract? 

18 \'llT~ESS DlTTNER: The deferred capacity cha :- gcs 

19 would be -- looks like sli9htly less than the capacity 

20 of wheeling charges, assu~ing a hundred percent CWIP 

21 and rate base. 

22 CHAI~V\N CRESSE: Well, now are we looking at 

23 208, 019 ? Is that the figure you have reference to? 

24 \VI T.-! ESS 01 TTHER: Yes • 

25 CHAIR.'1A~ CRESS£: In H84, what is the ar:~ountthey 
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would ?rJY · Geor9ia for the 6SO meCJawatts that '• 

2 cominq down? 

3 

4 

s 

Wl~~ESS DITTMER: To Georgia, it would be, I guess, 

109,278,000 p~us the 8,970,000. 

CHAI~IAN CR~SSE: So, we are looking at lli colt 

6 to the ratcpay~r• or 208 million co1t; is that correct? 

7 

8 

\'HTNESS OJ TTHCR: ~ rounded it up to 217. 

CHAIR~AN CRESSEs Yos. Would you aay that that's 

9 the deal they ought to take? That's a pretty good 

10 figure for boardin9 capacity costs? 

11 w17NESS OITT~~ER: Well , now we arC! getting into 

12 ~tJhether a !'lundred percent of C\oJIP should be --

13 CHA I R:·lAN CRESS£: lJo, 1 i r, I • m not even in to that 

14 issue because I think those costs are real, whether 

15 they are capitalized to the project or ~h~ther they are I 

16 recovered currently. And I think you agree with that, 

17 don't you? 

18 WITNESS OITT~r.R: Yes. 

19 Ct!AJ R."·t~N CRESS£: You don • t have to get into the 

20 question of when you are going to recover those costs 

21 

23 

24 

25 

to recognize that the carrying costs on a construction 

project are real , and that the issue of CWIP is 

primar i ly when are those costs and who is going to pay 

those costs, when they are goinq to be recovered, and 

uho i s going to pay them. 
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ha3r t~eir recommendation and then --

C0:\'1ISSTOSER NICHOLS: You •re the Chairman, you 

t!~cida. 

CHAJ1.:·!AN C)H;!>SF:s \·:h.Jt.over you all would like t:o 

do. Jf you want to di~es t, give us the writt on 

re~omm"!ntiations, that s fin@. If yo•J ·.o~.1nt to give 

it t o us h~re, that i s fine. 

Any obj~ction to th ~ ~ oceedinq with oral 

r~comm~ndat i ons at th~ pro1ont ti~o? There's al~ays 

the option. O~ ay. Go ahoad. 

:-ts . DAVIS: The staff recor..f.l<!n~s that you grant 

florida ?o~er and Light's petition ~~cause we feel 

t~at the prepc~derance of the evide~ce in the project 

has been shown to be qualified under the rule. 

Turning f i rst to the primary purpose test, we 

feel t hat by a preponderance of the evidence the 

company has s~own the pri~ary pur?Ose of the project 

i s oi 1 di spl accMent ! ~·om both an C>:31ni nation of the 

historical re~sons for entering into the project and 

on a c urrent b~sis . 

The staff relies on Exhibit 15-I and J, and on 

~ r. Scalf's ryocuments 1 and 2 as evidence of the fac t 

that on a curr~nt b~sis the primary purpose of the 

project is nisRlacement of oil. 

I 

~s to t~e present net value of the ex?ec ted savjngs 
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7_7, 0_ -

I thin~ t~at tho ~th~~ology thG Co~migsi on h~s 

~hos~n d~Sures that thore will bo no ~istakc ~ade on 

c:.;;:.octcrl useful e:conomi c 1 i v~s h·.:Clusc ~h·:: t h.:: r or no t 

ta;~cn on the project will, in hct, r.kpcnd u!:.•>n the 

~nd if there's onG t hin9 wo have learned , it's 

t hat the if thor~'• tn}~~y that's over testified 

befo re the Co~ission, that's makin9 his living on 

foroc~st n9 fuel pr ices, they ore in sori ou~, serious 

troub l~. As an expert, they would not be able to make 

b~s ~ nc s s o! doin9 that. And their r~cord is one of 

bei~~<~ ~nong, and in some cases, ho:-ribly \v:·ong. 7hat 

r~y ha??P.n in the future. 

The .:nti ci;>ater. S3 \'ings, \o~h]ch are C3lr.- •.: !.H ·~d 1n 

thi s doc~~ent, nay not take place. Unfortunately, 

1 f t~ey don't take place, this will be trcat~d as an 

ord ina ry construction project with a life of 3S y~3rs. 

:-1 r. :~c<:lothl i n addresses t :1e ,1u~st ) on of how to 

recove r it . . ~nd I believe that obviously it ought to 

be recovered on a cents per ki lo-..·atthour basis be cause 

th~ ?r i nacy purpose is reduction in energy costs. And 

1f you are going to start spendin9 money to reduce 

~nergy costs , then you are goi ng to take those dollars 
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jeopardize the qualification of that project, that 

may ultimately reduce the customer's billa would be 

a ser ious error on the part of the Commission . 

c:;;..: R~V. :~ CRESS£: We 11, l et 's not ge t t cr 

c or. ~ u sc- .: about what the pn ;;ar y t-J rpos~ o f t h is 

thing was all about and so fortn. It seems to me 

14 

that the primary purpo c, as I recall when I suggested 

that we adopt this rule , was to provide an incentive 

to the electric power companies that we regulat~ to 

provide more economic electricity to their ratepayers 

than would business as usual provide their ratepayers. 

And one outstanding way in which that can be done 

in the state of Florida is to provide mechanisms where 

within a reasonable projection of cost differential 

between oil and coal that we have a mechanism whereby 

we could replace some of our ·present oil-fired 

electricity with coal-fired electricity. 

Now, that was the broad objective that I think 

e verybody was talking about, at least I was talking 

about whe n 1 proposed the rul e. 

We said, I think, first, that we want to provide 

t hat incentive for the uti lities to get involved in 

it wi th today's type of financial diff i culties and 

probl ems . And second, since we're not very good at 

projecting what the prices a r e of these differentials--
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because, you know, less than fifteen years ago if you 

had projected what would be the cheapest today, every­

body would have come down on the side of oil. 

4 ' \.:e wan~ a reasonable tl me frame whenevc :- t !':•· s~"-

5 projects will pay out, very sinply pay out. n :. ; 1n 

8 

9 

10 

11 

12 

13 
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15 

the event we are wron9, we won't be placing the 

burden on the ratepaytrs in the future. And we chose 

ten years. Why ten? Ten is better than 12? We have 

a ten-year forecaat. Twelve might not be a bad idea; 

eight might not be a bad idea, but we chose ten, and 

that was somewhat arbitrarily chosen to show that the 

project would be coat beneficial to the ratepayers 

over a ten-year period. Am I right? 

MR. TRAPP: Yes. 

CHAIR.'!AN CRESS£: Now, we said, so that we 

16 won't ' be adding ~at burden to the -- if it will be 

17 

18 

19 

20 

21 

22 

23 

24 

25 

cost beneficial, and you can pay for that project 

in ten years, what we do is split the savings, pay 

for the project, use the decelerated depreciation, 

get it off the books. Then if your forecast is wronq 

on prices, and ten yeara from now it turns out to be a 

bad deal, we will at least in the next four or five 

years have recovered some of the costs of that 

investment, and not be burdened on future ratepaye rs. 

That was the concept. I t was very simple. It's 
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accelerated depreciation. I don't think that's 3. good 

amendment. 

CCY.-tMI SSIONER LEISNER: No. What we are saying is 

you could always recover you costs. And then the 1dea 

of t h i E r ule was you recover your costs always, th en 1~ 

there is a fuel differential that benefits the rate-

payers, benefits ever~~dy, you split the savings. 

CHAIRMAN CRESSE: I understand that. Commissioner , 

I think there -- don't r.ave any miaunderstanding. If 

we approve one of theae projecta, the utility will 

recover the costs anyway, prudently incurred. 

COMMISSIONER LEISN!Rs Yes. That's always been. 

CHAI~~ CR&SSE: Now, if those costs equal 75 

proposed amendments, and the fuel savings is 100, then 

what is the impact? How is that $25 split under the 

proposed amendment? 

C~~ISSIONER LEISNER: Two-thirds to the utility, 

one-third to the ratepayer. 

CHAIR1·~ CRESSE: Two-thirds of what? 

COMMISSIONER LEISNER: $25. 

MS. DAVIS: I think the problem would arise in 

how you arrived at the $25. For example, in the FP'L 

case , if you limited it to net fuel savings, then you 

would have t o decide whether or not you were going to 

help capac i ty charges against net fuel savings; whether 

" 
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MR. McGEEa I p l an to avoi~ much controveray on 

2 that by passin9 on crott examination. 

3 CHAIRMAN CkESSE a Don't worry about that. 

Mr. Butler? 

' s 
!i 

CR. SS EXk~I~AriO~ 

6 I BY MR. B!.::::.:: r..: 

7 0 Mr. Trapp, just for clarificatio~, you were talking 

8 about your understanding of how the calculation of recovery 

8 under the factor would wor: .. ancS whether cuatomert would 

10 receive any fuel benefits aasociated with it. 

11 It it your underatandin9 that when the recovery 

·• 12 mechanism was in place and whatever estimate you miqht have 

13 had as to qenerating capacity deferral cost and schedule has 

14 been determined, that otherwiae the actual fuel cost and 

15 actual whatever other costa and benefits involved in the 

16 pro ject that would result would be used on the calculation 

17 of the factor from one period to the next? 

18 A Yea. Once recovery starts, actual numbers wi ll be 

19 used t o t he extent possi ble. 

20 0 Could you expl ain briefly then what you meant in 

21 respondinq to Ms. Davis's questions that a customer may or 

22 may not receive the one-third fuel savings benefit under the 

23 recovery on the clause? 

24 A Well, basically, qualification is done prior t o any 

25 of those actual numbers being known, so qualification is done 
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2 The forecaated differential may not materialize, ) 
&!'I .. I 

3 hence -- let's take an extreme caae and aay that oil when 

• recovery starts i s cheaper than coal. In that inst~nce, ~~e : e 

s ~o~ld t c ~= ~ue ! savings ass: ::a~:=~ ~1:t a~ O ll-backo~ t 

6 :- ~ ~< ~· : t c:-.:c- l t c ~me on ll~e. At tt.at t1me, the n:l~ e: c ~· · ·-

7 tially assures that p~udent capital expenditures will be 

a recovered. But essentiall J , they may not result in any savir.; 

t to the customer• if that ~trame example were to hold true. 

10 Q And alto would not result in any accelerated 

11 recovery by the utility. 

12 A The accelerated recovery would not take place: only 

13 the recovery of prudently incurr ed capital expenditures . 

14 MR. BUTLER: That's all I have. 

15 CHAIRMAN CRESSE: Mr. Willis? 

16 CROSS EXAMINATION 

17 BY MR. WILLIS: 

18 0 Mr. Trapp, I take it that the purpose of your 

19 testimony is to support the chanqes that are proposed by the 

20 s t aff in Rule 25-17 . 16: is that correct? 

21 A That ' s correct. 

22 0 I s it also the purpose of your testimony to support 

23 the bas i c concept upon which the oil-backout rule was adopted 

24 i n t he firs t place? 

25 A Yes, it is. 
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yes. 

2 Q Mr. Trapp, I want to aak you a couple of question• 

3 about the qualification procedure• and the batic phiiosphy of 

4 thole qual1fic1tion procedurea. 

II 
In cr~~ r !or a pro:ect tc t e quali!i~d, is it tr u~ 

I ' 

6 . tr.at t he utill:.y IT:.at firlt show tt.a: t~.f: ~r• ~a ry ~.: :j:).: se c : 

7 the proposed project ia the economic displacement of oil-f ired 

8 g~neration in the State o ' Florida? 

A Yea. 

10 0 And muat the util1cy next ahow that there will be 

11 a cumulative present value of expected net savings to retail 

12 customers in Florida within the first ten years of commercial 

13 operation of the proposed project? 

14 A Yes, that's correct. 

15 0 And 1 take it your testimony is that that det~rmi -

16 nation is based on the facts and circumstances that are 

17 existing at the time the Commission makes the determination ; 

18 is that correct? 

19 A Yes. 

20 0 And then, finally , a u~ility must show that the 

21 proposed project is the most economical alternative availabl e, 

22 is t ha t true? 

23 A Yes , they must. 

24 0 And so at the time of the qualification of a projec , 

25 based on the best information available to the Commission and 
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based on th~ record o! the ~roceedings, the Commission would 

2 determine that there ia a aubatantial probability that there 

3 will be a net benefit to the ratepayers within the first ten 

4 years of commercial operation of the project: ia that correct ? 

A Yes. 

0 

7 the Oil-Bacxout Coat Recovery Factor, there has to be a pro-

1 jected savings to be paaae4 on to the customers, does there 

e not? 

10 A There haa to be a believable projected savings 

11 passed on to the consumera, that'• correct. 

12 0 And in the coat recovery aspect of the rule, there 

13 is a sharing concept of the net benefits of that project; is 

14 that not true? 

15 A During the period of capital cost recovery, there 

16 i s a sharing concept, yea. After costs have been recovered, 

17 then the consumers would benefit for the remaining life of 

18 the project on a 100 percent basis. 

19 0 Mr. Trapp, if the oil-backout cost recovery pro-

~ cedures were not used , what would be the alternative procedur s 

21 for cost recovery? 

22 A Well, absent any other form of incentive ratemaking 

23 the normal recovery procedures would be that fuel costs would 

24 be recovered through the Fuel Adjustment Clause on an esti-

25 mated six-months basis, trued up at the end; and all other 
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guestions, 1 believe you stated that the pu~po1e of the oil-

backout rule is the lowe1t cost to the consunera, or aomething 

to that effect. But the primary purpose of the rule, never-

theleas, remains the backout of oil-fired 9eneration plants : 

1s that correct? 

A T~a: is t~~ ~ri~ary purpose of the ru le . 

Q So if, hypothet~cally, a company tried to qualify 

under this rule under a ~,..oposed scenario by which they would 

be able to avoid constructio n f a coal-fired plant, is it 

your opinion that thia rule would be inapplicable? 

A Not necesaarily. It's my opinion that the qualifi-

cation criteria are quite clear. First you must determine 

that the pri mary purpose of the project is economic oil 

displacement. Once that has been determined, then you are 

allowed to include and all benefits associated with the proje 

in order to qualify the project for cost recovery under this 

factor. 

So as long as you prove that the primary purpose of 

the project is economic oil dis~lacement, then you are 

afforded the opportunity to treat all other costs and benefit 

in a true economic picture . 

Q Okay. So i f the primary purpose of a project 

hypothetically were coal displacement or coal deferral, that 

company wouldn't qualify under this rule if that were the 

primary purpose. 
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~ritt~n off. I'm not 10 sur• l s~•r• that view, becaust 

l think it'a that very view that keepa people sometimes 

from doing the moat coat-effective thing -- that was one 

o! the reason• beh ind this rule and writing therr o!! 

lines aren't hauling anything; therefore you ought to 

take them out of the r ate base. They've got $200 mllll on 

invested in them, and t ey•re not haulin9 anything , " yo~ 

know, 25 yeara from now. 

WITNESS COOX: Well, 1 think you have to consider 

that you may not look at all the c~sta if this is going 

to happen . 

CHAIRMAN CRESSE: Well, the trouble is that we're 

looking at -- all deciaions are based on projections, 

are they not? Is there any law you know of that 

requires estimators or projectors to be right? 

WITNESS COOK: No. 

CHAIRMAN CRESSE: There's no law that even requ ires 

consultants to be right, is there, or lawyers or 

Commissioners? We juat use the best judgment we can. 

And yet if that turns out to be wrong because of esti-

mates beyond really the foreseeable future , there's 

always somebody saying, you know, that today it 's not 

used and useful. Now, no matter how prudent that decisio 
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~bs at th& tim& you ~ade it, it's not •~rv1~; ::~~; . 

Tak& it out of the rate basa. 

Now, that doesn't seem to me to be abundantl~· fair. 1 

Does that see~ t o yo~ t: ~e at~~dantly !a1r ? 

t...· · -,·:-cc ... , • . , . 
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return that we're paying, then we may build two plants 

and have them sit aid~ by aide . 

CHAIRMA~ CRESSEs All ri9ht, sir. That's what I'm 

trying to get to. And if that's true, then what ia wrong 

in considering capacity payments in order to avoid the 

building.of a new plant, as an offset for 
I 

the construct 1or. 
I 
I 

I 
of a ne• plant, as long as the purpose of it is for the 

displacement of oil, not the purpose to meet increased 

demand ? 

You see, I think throuqhout this whole hear1ng there 

has been a thread running that said that somehow we'll 

· · 1 ... h d · d · .I get proJects 1nvo veu tat are es1gne to meet 1ncreasec . 

demand and pass them through the oil-backout recovery 

clause, when in fact I don't know of a project that was 

designed -- if its primary purpose •as to meet increased 

demand, it would not qualify, would it? 

WITNESS COOK: Well, I assume if the primary purpose 

of a pro ject is to increase demand, it would nc ~ qualif y 

under tn is procedure, unaer this oil-backout rule. 
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excess of over the "used and useful" time period if the fuel 

2 savinaa were lara• enouah to warrant that accelerated 

3 depreciation. 

Q If. for instance, durin& a particut.r six-month 

~ p~riod for some reason the project was not expectec to 

t ge~erate positive futl savinsa, that wo~ld mean that you 

, would g~ to the ttrai&ht line depreciation over the useful 

a life of the project for ~hat period; is that correct? 

A (By Hr . Trapp) ~t'a correct. 

10 Q And tince the pr oject •• a whole vaa qualified 

11 for recovery under the oil backout clauae on the showina by 

12 substantial and competent evidence that it would generate 

13 positive fuel savina• over a ten-year period, 1 vas interested 
' 

in knowin& why that period •iaht not be used as a proxy for 

15 the overall useful life, since that's a lonaer period of 

16 time, which from a financina standpoint may cause problema? 

A (By Hr. Trapp) We're not totally convinced that 

11 ut ilities' projections are 100 percent accurate. In the 

19 qua l i f i cation process, what we want to do is be relatively 

20 assur ed t hat there is a hi ab probability that true net 

]1 savings will be accomplished within a relatively narrow time 

22 frame, t en years. I n the cos t recovery a spect of the factor , 

23 we do not want to rel y on est imat e a t all. We want to use 

2« actual da ta. And if in fact t he company has been accurate 

in the long t erm forecast when they come before the Commission 
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' ~ soae two, maybe eix year• in advance of a project comina on 

2 line, then you will be able to recover two-thirdt of the 

l actual fuel savina• at an accelerated depreciation m~thod 

during the recovery of or for the recovery of the project 

~ • cost. 

6 So there are two aeparat• diltinct concepts, one 

7 based on projection• over a very narrow t~e frame, and one 

8 based on actual data. 

Mil. McGEE: ;, underataad. '~bank you. 

10 HEARING OFFICD; f there are no other utility 

11 

I 

company quettiona. Mt. Shreve, I believe it's your turn. j 

12 If you would come up to a microphone, 1 would 1urely j 
I 

13 appreciate it • 

14 CROSS EXAMINATION 

15 BY Mil. SHREVE: 

18 

17 

18 

20 

21 

22 

23 

25 

Q 1 believe you said that you wanted the coat 

recovery to be bated on actual data rather than estimated 

A (By Mr. Trapp) Yet, tir. 

Q After you get into the colt recovery, and initially 

it appears that there will be tbe required tavinga to justify 

the coat recovery under the clause, and that goe1 on for 

some period of time, and then there were to be a thift, 

would you change back to the normal straight line deprecia­

tion, or what would be the situation there? 
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Ia be aavin&, or ia he 

2 loaina, or ia it aoiaa to stay the same? 

J We're talkina about aavin& on fuel, and ~e're 

: talkin& about reimbursin& a certain amount of capital invest· 

~ cent . How does thia rule shov that tht U\'in& is in~eec a 

6 savinl to the consumer? Or is it a savin& that doesn't get 

1 pa11ed on to the consumer? 

8 A (By Hr. Trap~) Firat of all, by definition, in 
I 

e order for a project to ualify for inclusion 1n thia recovery I 
10 factor, there baa to be a aavinas that ia palled on to the I 
11 contumer. In the cost recovery aspect of the rule, there is 

12 a abarin& of the fuel lavina• between the company and the 

13 customer on a one-thir4 to the customer, two-thirds to the 

company to recover costs basis. Once the plant is paid for, 
I 

tS then 100 percent of fue 1 savinas is paaaed on to the consumer .. 

16 So there are mechani1m1 throuah thia, both through 

17 our current fuel adjustment clause where fuel savings are 

18 passed through, and throuab the coat recovery factor where 

19 the costs are passed throuah, to ~ke sure that there is a 

20 net savings to the consumer • 

21 Q But you do actually envision a situation where at 

least in that initial phase until the plant ia paid for that 

13 the cost on the power bill to the consumer could be higher? 

A (By Mr. Trapp) If in fact the projections of 

2S oil and coal prices -- excuse me, the oil/non-oil prices that I 



• 

• 
: . 

: . . . 

so 
• lead to a deciaion to ao into the project upon which the 

2 CoDDiaaion baaea a deciaioa to qualify a project for coat 

J recovery, if thole .. terialize and the differences b~tween 

• fue l costs are areat enouah, then we envision that happening. 

Now, cert1inly circuettlncet could pro\'• t~at in 

E spit• of the bes t deciaion makin& made at the time, basec o~ 

7 the beat estimate• of fuel coata, that thia project would 

I produce rata aavinaa to ~he conaumera once it came on line, 

t tha oil pricaa may ha~ draatically reduced or held their 

10 own through aome political • t rventiaa over which we have 

11 no power, tha bottom line of which il that uyba thoae 

12 savings don't materialize. !he poature taken in this rul 

13 essentially to aay that wa made tha decision to qualify 

1• based on our beat inforution at the tiM, 10 

15 we're aoina to allow tboae prudently incurred costa associated 
I 

11 with the project that would normally be included in rates 

17 

18 

1i 

20 

21 

22 

23 

2S 

under the policies of this Coami1aioo to be included in this 

factor so tha t the company would recover the coat of the 

project. If the fuel laVina• did not materialize, then 

perhapl ther e would be no true ~ quote, unquote, net savings 

to t he customer should those circumstances occur. 

But we have a ttempted in the qua l ification process . 

to very strictly confine those projects which would most 

likely produce a savings to the customer before they even 

get to the cost recovery part of the factor. So we've tried 
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., 
1 I our best to make sure that there will be a savinaa passed 

2 

3 

f 

7 

• 

on to the customer • 

Because projections are necesaarily involved in 

the qualifica tion proce11 and in the deciaions to convert or 

build transmission lines, or some other oil backout project, 

b~;ause of the lead time essociated ~etveen when th~ ciecis i or. 

is made and when that facility actually comes into service, 

that may result in ua not achievin& our ao.l • 

Q 1 can well •Pr•reciate, of course, the projection 

to and the time involved. 

11 However • 1a not this rule r•ally driven as much 

12 by conservation methods, conservation of fossil fuel, as it 

13 is the economics to be aained by it? You made the statement 

in your openin& statement to t he effect that you wanted to 

15 realize a savin&• of 58-plus million barrels. Reaardless of 

11 the cost of the oil, are you not really drivin& for that as 

i 1 well? 

11 In other worda, aaain by the procesa of conser-

11 vat ion, are we not &•ttin& to a point where maybe we can't 

20 afford tbe conservation? 

21 A (By Mr. Trapp) Well , 1 think all of the goals 

22 t ha t thi s Commission has established with re&ard to conser-

n vat i on had the very key word i n thm, "cost effective" or 

2• "economical," "most economica l. " So surely this Conxnission, 

1 don't believe , would adopt prosrama, approve supply-side 

• 
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A (By Mr. Trapp) Yea. 

2 Q So if you projected that a unit would not so into 

3 operation, aay, for four year• due to lead time and w~•t have 

• you, you would have a projection in effect that really covtrs 

a 14-year period; is that right? 

A (By Mr. Trapp) 

7 .Q In your teat~y today you referred to -- 1 think I 
a it's on page 5 that you aey, '~ce qualified, the prudently 

e incurred coat aaaociated ·~ttb the conttruction and operation 

10 of tha oil backout project ._, ke recovered through the 

11 c lauae." Do you mean to say, or are you inferring that there 

12 is a cost different than the coat which you uae in the cost-

13 benefit analysia? Would they not be one and the same? 

A (By Mr . Trapp) They would be to the extent that 

1s one i s a projection and one would be an actual number . The 

16 i ntent here is to provide the same type of procedure that 

11 t he Commi ssion currently uses in power plant certifications, 

18 wher e bef or e a power plant in pow~r plant certifications is 

19 built , t he Commiss ion must dete~ine the need for that power 

20 plant . Once that need ia detereined, then that power plant 

21 is necessarily inc luded in base ra t es once it eomes into 

Z2 service. 

23 However, t he Commi ssion' s determina tion of need 

24 for a power plant does not necessar i ly guarantee to a company 

2S that the tota l cost associated with cons t ruction of that power 
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plant will be included in the base rates. It only more or 

lest assures th .. that your deci1ion to build thil power 

3 plant waa a correct decision. That'• what we're sayifi& here, 

• that your decision to build thil oil backout project is a 

: prop~r d~cision. 

E Now, when it comes time for coat recovery, the 

1 Commiasicn then aoea in and looka at the prudency of expen-

1 ditures. If, for instance . an oil backout project incurr~d 

e a 50 percent coat' overrun than that that waa projected and 

10 the Commiasion found that th t cost overrun wa1 due in total 

,, or in part to nealiaence Oft the part of manaaement, then 

12 that cost would not be included for coat recovery, either 

13 in the Oil Backout Coat aecovery Factor or io base ratea • 

1• It's the same type of decision makin& and fact findin& that 

15 the Commission currently aoea throuah, the same type of 

16 procesa that the Commiaaioo goes throuah in power plant 

11 certification and evaluation of power plant costs once they 

18 hit rate base. 

19 Q Okay. If it was determined that a cost ov~rrun, 

~ using your example of SO percent, waa not due to negligence 

21 or improper management on the part of the utility, would this 

22 clause still operate on that additional expense, even though 

23 applyin.g the actual cost you would not have met the coat-

2• benefit criteria? 

25 A (By Hr. Trapp) That'• correct. It would operate 
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1 i! of the cost of derated capacity. 11 the deratin& of capacity 

2 the fact that you would limply lola lome capacity by conversion? 

l A 'nlat' 1 what we had in mind. 'n\.at' 1 kind of an 

4 indirect form of retirement. 

Q ~ouldn't the coat of the loss of that capacity bt 

one of the !act~r• that wei&htd in the decision as to whethe~ 

7 you're go in& to utiU.&e the clau1e at all, or even make a 
I 

8 conversion? I 
A 1 think it lhou. d be. I 

I 

10 

" 
ruh I Q On pa&e 9, (d), ~'OU 've &Ot an addition to the 

bert which would preclude the Commission from alterin&, 

12 amending or terminatin&, or in any way modifyin&, 1 suppose, 

13 the fac t or aa applied to a particular project. WhAt's the 

intent behind this? la thil 10 the lenders are assured of 

15 that stream of revenua1? 

16 

17 

18 

19 

20 

11 

22 

A Yea. 

Q Can you envision •• vall, I auppoae if your 

projections were wron& aa to whether the project was goin& 

to be cost beneficial or not, that would give the Commission 

some cause to perhaps desire to chance the clause, would it 

not? 

A I would hope not. I think your question strikes 

23 at the heart of this rule. Tbat rule ia that if a project 

24 is proposed and reviewed by the Commission and approved as 

25 bein& prudent at a point in time, it's done on projections, 

I 
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and no one will knov until it's history aa to whether or not 

2 thoae projections vert correct. The heart of thia rule ia 

3 that if you embark on an oil backout project, even if it 

• doesn't result in aavinaa. you're entitled to recover your 

s investment. That's basic ratemakin& philoaophy that's bein£ 

t •?Plied here. 

7 So I don't ••• that that flow of dollar• should 

a change. It juat wouldn't be an accelerated recovery of the 

e dollars if the aavinJI didn~t materiali&e. 

10 Q Well, it baalcal ae•• to M that moat of the 

1, factor• and thl1 il a co.ment, but I'll put a question 

12 mark on it and let you reapond. ~t lt ae•• to me that many I 
I 

13 
I 

of the provis.tona you added f.n here pretty much inaulate the 1 

14 company from risk, or else pa11 thoae riaks on to the rate-

15 payers. 11 it your philosophy that the ratepayer• should 

16 completely be burdened vitb the risk of ahiftin& to non-oil 

17 sourcea of aeneration? 

18 A If the ratepayer• want the benefit of project 

t9 financing, 100 percent debt financina, with no one else 

21 

22 

taking the riak in the for. of equity, then they have to take 

it. If they don't want to have the benefit of the lower 

cost project financlna, then they're aoin& to have to pay a 

23 fair return for someone to put tome equity in there to absorb 

2• the risk. You can't have it both ways • 

2S Wbat we're sayin& ia, let's write the rule broad 

• 

i 
I 
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2 For example, an A utility may need a lot of 

3 economic incentive, and therefore you would want to allow 

4 accelerated depreciation. A AAA utility, however, would 

~ I'm not saying there are any AAA's in Florida, b~ t as an 

6 example, a AAA wouldn't really need an incentive, in my 

7 estimation. 

8 Q Did I underatan you correctly that the fixed 

e coats, depreciatioa, and c Jpital costa would be a11igned on 

1o the ba1ia of peak re1poalibi l ity? Ia that what you --

1 1 A Well, that would be my preference, becau1e in molt 

12 instancel the utilitiel iD Florida the proper production 

13 demand allocator would be the coincident peak. However, I 

stated that to be con1i1teot with ratemaking, it should be 

15 the demand allocator u1ed iD the coat of service study that 

16 the Commission has approved in the most recent rate case. 

17 

18 

19 

20 

21 

I think that would be very ooa•istent. That number would be I 

known, and you would not have to attempt to try to calculate 

demands by class or estimate thoae demands • 

Q I also believe you stated that it is your reccom-

mendation that if the cost differential ceased, that the 

22 factor would also cease. 

A That the operation of the factor would cease, but 

those costs, since they bad been prudently incurred by the 

25 utility, would be recovered through the normal mechanism of 
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base rates. So any unrecovered remainina investment would 

2 be included in the rate bate and recovered under the rem.ining 

J life principle. You simply would not aet the advantage of 

' the cut·down in rerulatory laa if the project is cle•:ly not 

cost-e!!ective. 

6 Q You woul~ put it in s~spenae for a period of time: 

7 Is that what your aucaeatioa it? 

I A Well, I think 1~ would ettentiallJ cease the 

e collection of revenue in t oil backout factor. At thAt 

10 

11 

12 

13 

15 

point you will know how much you have recovered throuah the 

operation of the ~· .1 backout factor, and then whatever invest-: 
I 
I 

ment it left, you would immediatel1 put that into the rate 1 

bate and esaentiallJ deter.ine a depreciation chars• that 

could be collected by the utility. 

Q Would you perceive any difficulty with that 

I 
I 

16 recommendation, aay, for example, Where it waa projected 

17 that the cost differential mi&ht -- based on projections of 

18 fuel costa, that there would be a saving• in yeara 1 and 2 

19 and 3, and maybe a negative factor for two or three years, 

20 and then a positive factor after that, but overall it was 

21 positive, but there was a period of tfme where it was negative? 

22 A 1 think 1 would be willing to modify my proposal 

23 by saying it should b~ a determination by the Commission 

that it's a good probability that the oil/non-oil differential 

25 has closed to the point that i t's clear the project is not 
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1 !' going to be viable and actually reduce total costs • 

Q Then if your recommendation it accepted, it would 

be baaed on not just a short-term view of ~hether there'• a 

' cost differential, but based upon an estim.te o! what over 

t~e lift of the project would occur1 

A Well, 1 think •• yea, that's cC'rrec:t. But I tr.:~ ;-

7 as the cost recovery factor operatet, you would know what 

a the oil/non-oil differential would be. And if you get into 

i a period where t~t gap it ~loted, and all proper e1timate1 

10 are that that differential ~· aoina to r.main there for an 

11 extended period, then if the CoaDittion thinks there' 1 enough I 
12 evidence to determine that it's sure that that project ia 

13 not going to work out at originally projected, then I think 

14 they should take the step to cease the operation and simply 

15 put those unrecovered costs into the rate base. 

16 Q Right at that time? 

17 A At that time, once they feel they can make a 

18 determination. 

19 Q Well, would you be agreeab1e that there could be 

20 if we accepted your recommendation, that it would be not 

2 1 necessary to initiate another rate filing in order to pick 

up that cost change, but that there simply could be under 

2~ your proposal some sort of an automatic change to reflect 

24 that difference in the cost recovery methods? 

25 A Well, I think if the Coamission did make a 
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1 
I determination that thil Wal &Oini tO happen, it probably 

2 would be at the point in time the backout recovery is being 

' ! reviewed every 1ix monthl. So at that point it could be 

• rtl ftcted in an c~der . 

7 CROSS EXAMINATION 

• BY MR. WILLIS: 

Q Mr. Cook, I take it from your testimony that you 

10 don ' t oppose an oil backout ~It recovery procedure; is that 

, 
correct? 

12 A No. If converaion to coal or coal-oil mixture is 

13 a cost-effective method, then we do not oppose that • 

Q So your concern, then, is that how the costa 

15 involved in that converaion from oil to coal or tome other 

16 combination of fuel• it borne by particular classes of 

17 customers ; is tha t correct? 

18 A Yes, I think that'• the pr~ry concern. Also I 

feel a major concern it that the rule not contain this 

arbitrary concept of allowin& a portion of the savings, 

21 because there's no use to disguise it. The rule is in effect 

trying to be an accelerated depreciation mechanism, so 1 

23 think the Commission should make a determination at the time 

the project is approved as to what that acceleration level 

25 should be for the utility, and then the cost would be known 
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the recovery of the other demmd and ener11 chars•• in that 

2 rate achedule • 

3 HR. BUTL£1: That' • all I have. 

COMHISSION!l GUN'l'll: Mr. Foael? 

a BY HR. FOGEL: 

• Q You explained that you thoucht thia 500 KV line waa 

1 a proxy for Florida Power and Lisht buildina ita own coal­

• fired senaration? 

A Eaeentially the eharacteriatica of the coat that 

10 FPL is incurrins aa a reault ~ f tbia project and the 

11 aaaociated coal-by-wire purcl&lel it a proxy for FPL ownins 

12 temporarily up to 2000 meacvattl of seneratins capactiy and 

13 the associated trantmitaion network to deliver that capacity 

14 to the FPL ays tem and the uaociatad energy. 

15 Q Are you aware that the Public Counael raiaed that 

18 argument in the qualification proceedina•. and that 

17 Co~saioner Nichola aaid aha didn't buy it. and that implicit 

18 in the Commisaion deciaion wu a rejection of that argument? 

18 

21 

A I have no knowleds• of that. 

Q Are you aware that the rule aaya that once a, the 

oil backout rule aaya that once a project has been qualified 

by the Commission. that the oil baekout recovery factor ahall 

23 be calculated and applied in conjunction with the fuel and 

24 purchased power recover, clauaa? 

A Yes, I am aware of that. 
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32 

all of the forecaata. 

Ce»oMISSiotlEit HIJUCS: That ia all the forecaats that 

1 were submitted with the teatiQony? 

MS. DAVIS: Ye1. 

CHAIRMAN CRESS! : All riaht. 

MR. McGLOTHLIN: Ju1t 10 you're clear on the point, 

FIPUG agree• with Public Coun1el that there are two 

acenarioa under which the project would not qualify . 

CHAIRMAN CRESSE: rkay . 

MR. CHILDS: Hr . Cha rman, if it would help, on the 

documents that ahov the analyaia. Hr. Howard'• Documents 

7 and 9 are the preaent value calculation• of the 

company, and they are baaed upon Mr . Scalf'• Documents 

12 and 13 as to the fuel savinas. And then 'WMt the 

cal culation does is to run it throuah under each of the 

oil forecasts to sbov the present value calculation . 

QLUltMAB CllESSE : tAt .. get those figures down 

again. Which of Mr . Bovard • • relates to which of Mr. 

Scalf 's and whi~~ of Hr. Scalf's relates to which of Mr . 

Howard's? 

MR. CHILDS: Document No . 7 of Mr. Howard 11 based 

upon Mr. Scal f's Docum.nt 12, fuel savings . Document 

No. 9 oft~ . Howard is based upon Mr. Scalf 's Document 1 . 

CHAIRMAn CRESSE : Which of Mr . Scalf 's docW!Ients 

are baaed upon which of Mr . Cook's document• ? 
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There are other curvet that one could develop that would 

result in a break-even. 

3 Q Did the information which you used to plot the 

4 break-even point come from Mr . Howard'• analyses? 

I A The analyait wat dona by individual• in the Finance 

• Department . I'm not aura which individuals. 

7 Q Specifically it it baaed on what hat been described 

I aa the bate cate coal-by-wire caae in which Hr. Howard t akaa 

t into account not only fuel 11vinga but alto aavinga gained 

10 from deferred conatruction? 

11 A That'• my underatanding. 

12 MR. McCLOTHLl!l: Coaaittionera, at thia point I 

13 want to object to the adaaiasion of Document 6, and let 

14 me simply summarize our position because this ties in 

15 more directly with Mr. Howard's testimony and perhaps 

11 you'll want to hold thit in abeyance until we reach that 

17 point . But it's our position that the standard to be 

18 used in qualifying projects for the oil backout recnvery 

1i factor has been defined by the Cocoission in its rule-

20 t:1aking docket. 

21 It's our position further that the rule clearly 

22 contains precise and also an exclusive definition of the 

23 cost or, rather, the savi~g• that may be considered in 

24 qualifying a project and that they are defined within 

the definition of present value of net cumulative 

I 
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benefits to be limited to fuel s&vinas. M Mr. Cook huj 

I &nswered in response to my questions, Document 6 shows a . 
! 

break-even point which includes not only fuel savin~s 

but also benefits which may be a gooc reason to build a 

plant which are irrelevant under the exclusive criterio~ I 
of the rule . 

And that summarizes our position, and we'll address 

that in greater detail if you wiah during Mr . Howar~'s 

testimony. 

CHAIRMAl~ CRESSE: .'.11 right, air. 

MR. McGLOTHLIN: I have more questions . 

CHAIR.'1AN CRESSE: Mr. Cook just went to get a 

little help. 

\HTNESS COOK : I was just checking on the status 

15 of the escalation rate calculations . Those have been 

16 completed, and we're making copies now. 

17 CHAI~l CRESSE: Mr. Cook, just as a matter of 

18 curiosity, couldn't one take a chart like you have on 

19 your Schedule No. 6 juat referred to by Hr. HcGlothlin, 

20 and take each of the years and just as you have across 

21 the bottom of the line, instea~ of putting 20, ~o. 60 , 

22 80. 100, and so forth, change that line going up and 

23 call it cents per kilowatt hour? 

24 WITNESS COOK: I don't believe so. I don't believe 

25 that could be done. 
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fluctuate• baaed on the price they have to pay for coal? 

2 WITNESS COOK: Yea, it doea, but I could not give 

3 you the explicit manner in which it does that. 

CHAIRMAN CRESS!: Okay. 

5 Q (By Mr. McGlothlin.) Mr. Cook, a couple of 

8 questions about the relationship of the project break-even 

7 point shown on your Document No. 6 to the shown oil forecasts. 

e Holdin1 all other thin11 equal, if it were ascertained that 

8 the information used to plot the break-even point included 

10 benefit• not allowed by the oroviaiona of the rule and the 

11 information were corrected for 1. t reaaon, the break-even 

12 point would then be plotted higher on the acale, would it not? 

13 A Yea. 

14 Q And, similarly, holding all other things equal, if 

15 it were ascertained that the information used to plot the 

16 break-even point failed to recognize certain costs incurred 

17 by the company to secure coal-by-wire and the information were 

orrected for that reason, the line also would be plotted higher 18 

19 on the scale, would it not? 

A Yea. 

21 
MR. McGLOTHLIN: No further questions . 

22 
CHAIRMAN CRESSE: Mr . Wilson, do you have any 

questions? 

24 MR . FOGEL : I have aome. 

CHAIRMAN CRESS!: All right, sir. 
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A Yea. Thia 11 an approximation of thoae aavinga . 

Q Now, if it were determined by the Commission in the 

course of this application that 1avings associated with the 

deferral of unita on your own 1yatem cannot be included in 

the calculation of net benefita for purpose• of qualifying 

the project under the backout recovery mechaniam, we could 

subtract the impact of the deferred units by taking the 

value shown in B·Prime, your calculation of net benefits, 

and subtracting from that t~ e value for Column Z, is that 

10 right, which conatitutea th •avinaa a1sociated with the 

11 deferral of unit1? 

12 A Yea. If you were making that calculation that woul~ 
I 

13 have the effect of removing the deferral of capacity. 
I 

14 Q And because no such savings occurred until 1987, 

15 it would be necessary only to do some subtractions of those 

18 values for the years 1987 through 1992 to get that result, 

17 is that right? 

18 A Using this achedule, yes. AJ I said earlier, we 

19 were very conservative in this and I think there is a good 

20 probability had we built those units there would be some 

21 a~IP in the earlier years that would have been involved. Tr.e: 

22 are not shown here. 

23 Q Do you have a calculator before you? I would like 

24 for you to check my arithmetic and let's do that exercise . 

COMMISSIONER MARKS : Mr. McGlothlin, where are you 

I 
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to do that, Mr . McGlothlin? 

HR. MCGLOTHLIN : Yea, air, and I will be pleased to 

give thoae to you now. 

CHAIRMAN CRESSE : All riaht, air. 

MR. McGLOTHLIN: With regard to I1sue No. 1, is 

the primary purpo1e of the project oil dilpl&cement, we 

believe that it i1 clear that the primary purpoae of 

acceleratina the conetruction echedule i1 diaplacement 

of oil but from an ~verall viev FIPUG believes reliabil-

lty may be aa impot t ant a1 any other coneideration. I 

do point out that the eompany hal deecribed but has not 

mea1ured for purpo1e1 of compariaon the benef!ta of 

reliability. 

With regard to Issue 1 A, whether the gross savings 

measurement prove• that the primary purpose is oil dis-

placement, we believe th•t i1 not conclusive and g=oss 

saving• is only one mea1urement and may not be the most 

relevant in this case. The only comparison presented 

is between fuel and deferred capacity, again no 

comparison with benefit s of increased reliability . 

Issue No . 2, whether the cumulative present value 

of expec ted net s aving• has been demonstrated, our 

position i s t hat unde r the current rule under which we 

believe you mu.t exclude the deferr ed capacity f rom 

consideration, that expected ·net savings is not demon-
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(Haarina reconvened &!te: 
lunch rece11 at 1: 10 p . ci. ) 

CHAIL~ CRESSE: I apoloaiza to everybody for being l 
late, but the meetin& I had at 12:00 waa auppoa•d to have l 
been over at 12:30. It wa1 not, and I apologize very 

deeply to you for beina late. Please proceed. 

MS. DAVIS~ we bad ju1t coopleted our cross 

examination of Hr. Scalf . 

CHAtR!·rAN CRESS!> tir. McGlothlin? 

liP.. McGLOTHLIN Ye 1, • ir. 

BY MR. McGLOTHLIN: 

Q Mr. Scalf, I underltand there have probably been 

some changes in your prefiled testimony from that originally 

filed for our first hearing . Do you recall making the 

statement in that testtmony that the 500 KV line was conside~e 

by the company as early as 1973? 

A I probably made that statement. The 500 ~v project 

or future project had been contemplated in that time frame. 

yes. 

Q As a matter of fact, the Florida Power and Light 

Company had a problem with the stability of its systeo in 

that time frame, didn't it? 

A The Florida Power and Light system at that time, 

particularly the southeast portion of the system, was not 

connected solidly with the rest of the state from a stability 

standpoint . 
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Q Waa that becauaa loacS arowth, rapicS load growth 

had outttrippad the company'• ability to kaap up in terms of 

a ltable transmission ayat.m? 

A Rapid load growth wa1 ona factor. Another was the 

coat affectiveneaa of apandin& the dollars that would be 

required to aolva that problao. In other worda, to try to 

solve the problema that you aaw in the 1y1tam at that time 

would require a vary, vary aignificant 500 KV expansion, which 

would have been of questionable justification in terms of 

completion. 

Q As a conaaquence, avery time a nuclear unit went 

out, you had stability problem• on the system, is that right? 

A By ''stability problems," I'm not sure what you oean . 

Q Well, didn't you have a number of blackouts in that 

time frame ? 

A Usually the blackouts were associated with multiple 

contingencies, not just one contingency loss . But there were 

a number of blackouts during that time period, yes. 

Q And I believe the testimony has described the manne~ 

from Georgia during such a contingency. Has that also hap -

pened from time to time? 

A The transmission tystem was not adequate to allow 

Florida to remain interconnected with Georgia for the loss of 

the largest unit, that's correct. 
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Q So there have been tuch aeparations from Georgia? 

2 A Yea. 

3 Q You described bow the buildin& of the tra~s~issior. 

4 line will enable your company and others to reduce sp i nning 

a reserve requirementa. When were apinnin& reserve requirements 

1 firat eatablilhed in Florida? 

7 A I'm not ture I can &ive you an exact da te. I think 

8 it would have been durin& the tUDe frame when the utilities 

e in Florida were forming t he operatin& committee that was sec 

10 up in the ttate and adop ~ina cooperative measures to try to 

11 share in that type of ayatem . At I recall, that would have 

12 probably been in the • 60s . 

13 Q And weren't tpinnina reserve requirements estab-

14 lished I ~tarted to say ~posed, but let's say established 

16 -- for the utilities because the transmission network was not 

16 sufficient ti:> provide stable transmission to handle the load 

17 of the Florida consumer•? 

18 A Spinning re&~l.Ve is required on any electrical 

systeo to some dearee. Even South,rn and the util i ties to the 

20 north of us require some spinning reserve. 

21 Q Aren't spinning reserv1 requirements in lieu of , 

to some extent. the ability of the syst&m to provide a stable 

n transmission network to handle the load? 

24 A Not necessarily. The spinning reserve allows the 

~ utility from an operating standpoint to make up a deficit in 
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generation load balance which re1ult1 when a particular 

generating unit tripl off liM. 

Q I think you 1aid in your antwer "not necessarily. " 

It it tha caae in Plorida? 

A Even with the 500 XV ayttem aa we are now building 

it, there will atill be a requirement for 1pinning re1erve. 

It will be a different form of a requirement and not as much 

need for ~ediacy a1 far •• the ~innina reaerve ia required . 

Q Spinnina rete e requir.menta are higher now than 

they would be with the co~•tr~ction of the project because 

that amount of apinnin& reaerve ia nece11ary to provide for 

contingencies, correct? 

A Ye1. 

Q And t~ more atable, reliable transmiaaion network 

15 will enable reduction of tho•• •pinning reaerve1, correct? 

A Let me see if I can clarify that point. Prior to 

17 the 500 KV project, the ltate carried apinning reserves in an 

18 amount equal to the largest generating unit in the atate- . 

19 We're required to back up that largest generating unit either 

20 with what we refer to as shaft spinning reserve or with some 

21 amount of underfrequency l oad s~edding, which we refer to as 

22 Step Zero. 

23 In other worda, the objective ia upon loss of a un~t 

24 you want to bring the generation and the load back into 

25 balance. So we ' re now carrying either on Step Zero or 



4-13 

•• 

• 
! 

-. . . 
~ 
~ 

: . 
: 
~ 

•• 

417 

apinnin& abaft apinnia& reaerve the equivalent of the 

2 large1t unit. 

3 

e 

7 
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10 

11 

12 
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After the 500 KV linet ao into aervice, all of that 

requirement will no lonaer be required . In fact, at last 

w.ek'• meeting of the technical adviaory aroup of the Florida 

Electric Power Coordinatina Group. we decided to change the 

official •pinning reaerve r equirement to 25% of the value it 

had been otherwite. 

Q And that reaul • from the increated reliability and 

the ttrenghtenin& of the tranamiaeion network with the 

addition of the 500 KV lin ? 

A Yet, it doea. 

Q Since you have teatified that utilities will be 

able to reduce apinntng reserve• as a consequence of t he 

15 construction of the project, why would it be necessary to 

1e implement the reduction of spinning reserve• wi th an increase 

17 in Step Zero load ahedding? 

18 A I'm not .ure what you mean by an increase in Ste~ 

1a Zero load shedding. 

20 Q Don't you state in your prefiled testimony that the 

21 amount of Step Zero load shedding will be increased at the 

22 same time spinning reserves are decreased? 

23 A Yes . My test~ony was prepared prior to last week's 

24 decision t o officially change the spinning reserve requi.rement 

And Florida Power and Light was able to make that decision 
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baaed on the fact that with the 500 KV line installed, we do 

not expect frequent 1eparation1, and we will elect to a~ 

Step Zero load lheddin& becau1e we do not expect to trip that 

load on aa frequent a baa1• a• we had before. 

So under the old aare.ment, you could carry a 

percentage of your 1pinnina re1erve requir.ment on Step Zero . 

The installation of the 500 KV line allowed us to do that, 

reducing the amount of 1baft lpiMiD& from 320 megawatts to 

120 megawatt•. The requ1: emeut for the increased Step'Zero 

a1 of l ast week'• deci1i ft i1 no longer required . There 

will be no more Step Zero lt'\8d • bedding. 

Q ~o make aura I understood your earlier response 

correctly, the apinning re1erve requirements are as high as 

they are now in part becau .. of the inability of the existing 

system to handle the load on it? 

A No, I would not make that statement. 

Q What's wrong with the atatement? 

A well, it insinuate• that spinning reserve is 

directly associated with the reliability of the system. And 

spinning reserve. as I pointed out earlier, in some amounts 

are required in any electric system. Southern , for instance , 

which, to my knowledge, baa never been in an underfrequency 

situation, still carriea spinning reserve. 

Q Yea, air , and I attempted to modify my statement 

to confo~ to your earlier teattmony. And I said, they are 
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under I 
2 

3 

any situation. but they are at hi&h as they are in part 

becauae of the inability of the exiatin& transmission system 

to handle the load adequately? 

I 

I 
I 

I A They're &I h1ah aa they are because of the inabilicy I 
e of the exiatin& tranamiaaion ayat• before the 500 KV to be 

7 able to handle the reaponae that you see from the 

• reat of the interconnectec! aoutheaatern utilitiea. 

Q All ri&ht, air . I don't know if you used it in 

10 the testimony that' 1 be•~ prefilec! today, but in an earlier 

11 statement, you c!eacribed t~ ~ • nomenon of the availability 

12 of coal-by-wire in li&nificant quantities between '85 and '92 

13 as the coal bubble, is that correct? 

14 A Yes, that'a correct. 

15 Q The construction of this transmiasion line project 

16 will increase the transfer capability between Southern and 

17 Florida Power and Light Company, won't it? 

18 A Yea, it will. 

19 Q And it will do that for the li.fe of the project ? 

20 A Yes, it will. 

21 Q Some 30 to 35 years, would that be a fair guess 

22 as to the est~ated life of the project? 

23 A Yes. The actual tran.fer interconnection, I mean . 

24 the interchange capability may change in later years, but it 

will repr esent an increase over the life of the project. 
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Q And I believe JOU make the ttatement in your pre­

tiled teattmony that the project will aubatantially improve 

electric systam reliability? 

A Yet. 

Q And it will do that for the life of the project, 

30 to 35 yeart? 

A Yel. 

The project will elao have the effect of aerving 

aa a aource of firm aen~ratina capacity tor Florida, won't it? 

A Yet, it will . 

Q And I believe yon • te in your teatimony that the 

project will deliver, is cxpecte~ to deliver the output of 

new generating 1tation1 in the northeast part of your system? 

A Yes. 

Q At Page l5 of your prefiled testimony, you make 

reference to $122 million in additional capital charges which 

you discovered after you prefiled your testimony for the first 

hearing . Does that amount operate to offset the additional 

benefits which you associate with suppl~ental energy and 

alterna te energy for purposea of the analysis of the rule, 

required by the rule? 

A Thia repreaenta the net savings being approxiQately 

$122 million less. As I recall, the supplemental and alter­

nate represented approxtmately $240 million more. So it does 

not totally offset, no. 
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Q I didn't mean to ~ly it wa1 a total of!set, but 

it counter• tba effect of the additional oenefits you 

deacribed? 

A It would partially off .. t, yea. 

Q Yes . One reiUlt of building thil transmission 

line would be •• we have atated, to increaae reliability that 

will result in a lower loaa of load probability for the 

ayatem, won't it? 

A Yea, it will. 

Q I• it fair to aay that increaaed reliability and 

lower LLOP have economic a i ~ficance to the ratepayers and to 

the state? 

A I think you would havr to qualify that. The 

significance would be in t~e probability of losing or in 

interrupted service to the customer. The probability of 

interruption would be less with the lower LLOP, so that is 

some benefit, yes . 

Q You have not attempted to quantify or measure the 

benefits associated with increased reliability so that you 

could compare those with the benefits of oil savings in this 

case, have you.? 

A Only the savings that I included which was the 

spinning r eserva. !be others I have not tried to q~antify . 

It would be very difficult to do that . 

Q The only attempt at a comparison which you made was 
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between the fuel aavina• and the advantaa•• of deferring 

capacity? 

A Yea. 

Q If you would, look at your exhibit to your depo-

422 

. 
tit ion and m&y I a1k vhat number hat been ataigne1 to that, · 

please? 

Q 

CHAI&'W~ CRESSE: 'n\e exhibit to hit deposition? 

MR. . t.fcGLOTHLIH: Yea. air. 

CHAIRMAN CllE E~ The laat one we numbered was 15 . 

~ . DAVIS: ~t 11 the depoaition exhibit . 

CHA IIU1.AN CRES SE : 1 ~ . 

(By Mr . McGlothlin) Looking at Exhibit 15, Hr . 

Scalf, as I underatand it, and I'll have to go slowly because 

I'm likely to get lost, aa 1 underatand it, in arriving at 

the analysis of the t=pact of deferring the construction of 

units, it it necesaary to take into account the effect of 

inflation and resulting higher construction costs resulting 

from the delay in attempting to measure any benefits, is that 

correct? 

A Yes . 

Q And you have attempted to do t hat in this exhibit? 

A Yes . 

Q And that's necessary because if units are b~ilt 

five years later, inflation and higher construction costs 

would mean that the plant balancea are higher, that means t~at 
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1 goina with or without it? 

2 WITNESS SCALF: It it atrictly a timing analysis 

3 and what the economic• would look like of the units on 

4 early timing ver•u• late timing, and then the fuel 

1 aavin&• that you would aet by puttina them in early off-

e setting tho•• co1t1 10 that you would coma down with the 

7 total revenue requirements with and without that project 

a on an annual baais, one achedule versus the other. 

10 

11 

12 

13 

14 

CHAI RMAN CRtJSI: All right, air, go ahead . 

Mr. McGloth. i n, did you have any further questions? 

MR. McGLOTHLIN : "c , sir. 

CHAIR.."Wf CRESS£: Mr. Fogel 1 

BY MR.. FOGEL : 

Q Mr . Scalf, do you have a copy of the rule, the 

15 backout rule, with you? 

16 A No, I do not. 

17 Q Let me get you one. Would you please refer to 

18 Section 2B? 

19 A All r ight. 

20 Q And I believe it's on Page 3 of the attachment. 

21 A Okay, I have it. 

22 Q Okay. Would you say that a fair paraphrase of that 

23 section would be that the recovery factor is not to be used 

24 to recover the cost of a project that has a primary purpose 

to serve increased megawatt demand, or that is a new generati 
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2 A That'• about what it aay1. I would not try to 

3 interpret it but thatta what it aay1. 
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Q Al l right. If aomeone were to tell you that new 

pole generating capacity can be an oil backout project, wou~c . 

you agree that that peraon'a 1tatement conflicts with 

Section 2B of the rule? 

Hl . CHILDS: Mr. Chairman, with all due respect, 

I object. I don't think it i1 the function of this 

witne11 to inter pret the rule for Public Counsel. I 

think it atatea w:~t it atatea but this really is not 

cross examination of his testimony . 

CHAIRMAN CRESS! : Do you want to respond? 

MR. FOGEL : Yea, 1ir. Mr . Scalf in his testimony 

at various places offered the opinion that this project 

is an oil backout project. I am just trying to determi~ 1 

his understanding of the rule to see whether it would go 

towards hia opinion. 

CHAt~; CRESSE : Well. sir, without him trying to 

interpret the rule, because I know that you would not 

want to have to report him to the Florida Bar for 

practicing law, why don't you go ahead and just ask him 

the question based on his understanding of the rule? 

I think that would be a perfectly proper question. 

Do you agree with that, counsel? He doe s claim 



, ... 
\ : 

• 

• 
! 
• . : 

! . 
; . 
.; 
: 
~ 
~ 

: . 
: 

• 

2 

I 

e 

7 

• 

10 

11 

12 

13 

14 

15 

us 

17 

18 

19 

20 

21 

22 

23 

24 

knovleda• of Uftdaratandina the rule. It juot take• oc=~l 
ali&htly different vordina, Mr. Foael, and it will all 

I work out. Go ahead and repbraee the queetion . If he 

underetanda it, fine. 

MI. FOGEL: I underetand this on-the-job training 

hare . 

CHAIRMAN CRESS!: All ri&ht, eir. 

Q (ly Mr. roaal.) Ia it your underetanding · hat new 

coal a•neratin& capacity can be an oil backout project? 

A Here aaain I would not interpret the rule but it is 

my understanding that i t would not be. 

Q Would you turn now to Page 22 of your testi~ny, 

please? On Line 11 you are asked the question : "Has FPL 

considered any alternative• to the 500 KV project and the 

coal-by-wire purchases?" You vera asked that question? 

A Yea. 

Q Okay, and then in your answer don't you say, and I 

am somewhat paraphrasing, that new coal generating capacity 

would normally be considered viable oil backout alternacives ? 

A A new coal unit is certainly an oil backout 

alternative , but whether or not --

Q Well, how would an oil backout alternative -­

CHAI~~ CRESSE: Just a minute, counsel. and let 

him answer t he question. Don't interrupt htm in the 

process of his answer . 



,t~ 

• 

• 
! 

' ' . . • • ! 
~ 

' ~ 
: • . • . 

• 

1 

2 

I 

• 
7 

• 

10 

11 

12 

13 

14 

15 

18 

17 

11 

20 

2t 

22 

23 

24 

442 

MI. roG!L: lxcuae •. I 
I system. 

1 being an . 

A Any nev coal unit vill di1place oil on our 

Whether or not that coal unit would be recognized a1 

oil backout project under the rule, that i1 not my inter­

pretation. 

Q Now, I believe you ju1t told .. that Section 2B telj• 

you that new coal aenerattna capacity cannot be recovered j 

through the recovery factor, yet in your te1ttmony here you 

1ay that new coal aen.=ating capacity can be a viable oil 

backout alternative. 

A I 1ee no confU toto in that. 

Q If the rule say1 that new generating capacity 

cannot be recovered through the clause and you tay it can be 

recovered through the clause, bow is that not a conflict? 

A Whether or not the Commission would recognize it fo 

cost recovery through the clauae does not really say that it 

does or doe• not displace oil. A new coal unit will displace 

oil. 

Q In order to displace oil wouldn't it have to 

displace generation that otherwise would have come from oil ? 

,A Ye1. 

Q So you can't necessarily make that blanket state-

cent. You would have · to know where you would have gotten the 

energy from otherwise, isn't that true? 

A A new coal plant would displace oil on our system. 
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It may not dieplace all oil, it .. , dieplace aome other fuela 

2 which were more coatly, but it certainly would ditplace a 

3 tignificant amount of oil. 

Q On your ay1tem? 

I A Yea. 

• Q Well, what do you make of the vorde ·~uld normally 

7 be conaidered"? What do you mean by that on Linea 14 and 15 

• on Pqe 22? 

• A If I wa1 doinJ an economic analyai1 to try to 

to determine what alterna, \ vee vere available to me for oil 

11 backout, a new coal plant 1- certainly one of the alternatives 

12 that ia available. Conver1ion of an oil plant it another 

13 alternative. Purchatet are another alternative. I would not 

14 bias my analysis of that bated on whether or not any one woul 

15 or would not be considered by the Commistion for coat recover 

1e under the elaute. 

17 

11 

18 

20 

21 

22 

CHAIRMAN CRESS!: Excuae me, let me just ask you, 

and I am trying to find what you ju1t asked him to 

read. What page it that? I probably have a different 

page here . 

MIL FOGEL: Tha rule or hil testimony? 

CHAIRMAN CRESSE : The rule. 

~ MR. FOGEL: · It'a Page 3 of the attachment to the 

24 amendment• t o the rule . 

COMMISSIONER. NICHOLS: Could you give us a section? 
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MR. FOGEL: tt'a Section 21 . 

2 CRAIR.'fAN CRESS!: All ri&ht, and in my own mind. 

3 and I am trying to get aquare in my own mind, if one 

4 built a coal plant for the purpo1e1 of meeting increased 

1 megawatt demand that would not be a oil backout propo-

s aition, right? 
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Mil. FOGEL: Under the rule , right . 

CHAIRMAN Cll!SS!: However, if one could a how 

economically that the conatruction of the plant was nut 

needed for capacit y, an oil-fired plant waa not needed 

to meet capacity bu: on ita own bottom waa cheaper than 

to continue to bum oil, would it not come within the 

rule? 

MR. FOGEL: I don't think ao. I think that even 

if it would be cheaper that the rule doea aay that if 

the kilowatta are neceaaary, if generation output is 

neceasary to serve increaaed megawatt demand --

CHAIRMAN CRESSE : What I am aaying ia assume you 

don't have any increaaed megawatt demand but you have go 

a 500 megawatt unit that i1 burning oil and, rather than 

continue to burn oil for the next 25 years in a brand 

new unit, if you can say, "Look, that thing is going to 

-- we can build a new plant to burn coal, pay for it in 

10 years and let that sucker ait idle," wouldn't that 

qualify? You ara not conatructing it for the purpose of 
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1 .. etina increaaed meaawatt demand but you are con-

2 structin& it for the purpose of just shutting down an 

3 oil plant. Economics won't permit you to do that but 

4 I am juat tryina to find out if I am mi1under•t~nding 

1 what that saya. 

• MR. FOGEL: I think the difference there would be 

1 that you have to account for the retirement of that 

a plant. But as8UDlina that accountina for the retirement 

e of the plant would atill make the project economical, 

10 then I would tay Y• . 

11 CHAIIHAN CRESS~ ~ All right, sir, go ahead. 

12 Q (By Mr. Fogel.) Mr . Scalf, in your testimony you 

13 

14 

state that you had previously mistakenly understated the 

Southern Company capacity ~· and that this mistake would 

15 be $122 million in present value term., is that right? 

18 

17 
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A That's correct. 

Q And this underestima·te in cost resulted in an 

overestimate in savings, is that true? 

A Yes. 

Q Would you consider this amount a fairly significant 

error? 

A I would not classify it as ~error . I would 

classi fy it as miscommunications between Southern and Florida 

Power a?d Light on whether or not those transmission costs 

were already included in the numbers they quoted us, or not 
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testimony? 

2 What ia your queation on Document 17 

3 Q In the yeara prior to 1987, 'S2 to '86, if we ~ere 

4 to allocate all the cotta of the unit power purchases and t~e 

a transmission project againat the fuel aavinga, that would 

1 lower the avoided coat of diaplaced oil, ia that true? 

7 A I think that Document No . 3 addresses that, and it 

1 does charge the capacity of the Southern and alao transmissio 

e revenue requirementa, and it'a offaet only by the benefits of 

10 oil displacement durinf thoae yeara. 

11 Q At the time F' orida Power and Light committed itsel 

12 to constructing thoae trar.amiaaion project•, the company 

13 expected it would be recovering ita revenue requirement of 

14 the project through the normal rate making proceaa, is this 

15 so? 

16 A That' a correct . 

17 Q And the oil bacltout rule played no part in Florida 

18 Power and Ught'a decision making process to approve the con- I 

19 

20 

21 

22 

23 

25 

struction of this transmission line project? 

A That's correct . 

Q And Florida Power and Light's decision to build 

this project in no way is dependent on the outcome of this 

p~~; in other words, Florida Power and Light is com­

mit t ed to this project r egardless of the decision in this 

proceeding? 

I 
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2 Q WOuld you plea1e turn to pas• 20 of your testi-

3 mony? On page 20. you lilt three type• of reliability bene-

4 fita . The firat ia preventina electrical aeparations for 

a generation contingenciea, for providing an additionAl sou4ce 

e of external power durin& condition• of abort emergencies, and 

7 by establiahing additional independent tranamiaaion corri-

1 dora. Will not each of the•• above mentioned reliability 

8 benefita exiat beyond the year 1992 and 1995? 

10 A Yet. 

11 Q Right . And a you. I believe, told Mr . McGlothlin, 

12 they will exiat over the life of the tranamiaaion project? 

13 A Yet . 

14 Q And did you alto tell Hr . McGlothlin that the spin-

15 ning reserve benefits cited on thia page will accrue over the 

18 
lifetime of the aaset? 

17 A Yes. 

18 Q I asaume it'a your opinion that the economic bene-

19 fita of oil ditplacement accrue to the ratepayers? 

20 
A I'm not sure I underatand your question. 

21 
Q I would believe that your opinion would be that the 

22 
economic benefits from oil ditplacement are benefits to the 

23 
ratepayers? 

24 A Yes. 

Q You would alao be of the opinion, I assume, that 
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the oil aavtna• are a direct reault of Florida Power and 

Li&ht'a involvement in the tranamiaaion line project? 

A Yea. 

Q Would you aaree that under the recovery clauae , t~e 

fuel oil aavina• would be applied toward the revenue require ­

ment? 

A I don't underatand that queation. 

Q Would you aaree that under the revenue clause, the 

e . fuel oil saving• --

10 

11 
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13 
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18 

17 

18 

U1 
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A Revenue clauae ? 

Q -- would be ap~tied to accelerated coat recovery? 

A I etlll didn't undaratand the queation . 

Q Okay. Let me aee if I can set it right this t i~. 

Would you agree that under the recovery clause, the fuel oil 

saving• would be applied toward• the tranamiaaion line reven~ 

requirements? 

A I think Mr. Howard will teatify to the recovery 

aspectl of the project. 

Q Don't you know that under your own -- don't you 

know through your own knowled&e that the oil displacement 

benefits would result in accelerated cost recovery :hrough 

the clause? 

A The oil dis?lacement benefits, as I understand it, 

will only result in accelerated depreciation if, in fact, 

they do materialize . 
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A OkaJ. 

HR. FOC!L: I would lib to have thia marked for 

identification, please. 

Q 

CHAIIMAN CIESSI: All riaht, air, Exhibit lS-0. 

(Exhibit No. 15-D marked for 
identification.) 

I.a't it true that in Auauat . 1977 Florida Power 

and Light aaw the need to complete the Lake Poinaett-Putnam 

segment of the 500 IV line to coincide with the completion of 

the J!A/FPL joint povu ,' l.antf 

A Thia letter f t aa the Trantmiaaion Design Section 

addreaaes only the timina of 1-tt)tl the project muat be con­

atructed in order to meet an in-aervice date, and I believe 

it • a stated in here January 1987. Here again, thia does not 

constitute a commitment to build the facility and it also 

contemplate• the fact that the 500 IV would be needed to 

bring those facilities on line. We have aince made some 

240 KV tran.miaaion improv ... nta which would not require 

the construction of the 500 IV line just to bring the JEA 

units on line . 

Q So your answer to my question it no? 

A Would you pleaae repeat your queation? 

Q Isn't true that . in Ausu-t of 1977 Florida Power and 

Light saw t he need to complete the Lake Poinaett-Putnam 

segment of the SOO KV line to coincide with the completion 

468 
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of the J!A/FPL joint power plant? 

2 A In 1977 -- the an1wer to your que1tion 11 "not 

3 necessarily" and I would like to qualify that . 

4 Q Fine. 

A In 1977 when we were developing the needs statement 

e for licensing on that line we were lookin& ten years out in 

7 time on what the propoaed need would be in that time frame. 

I At that time it wa1 anticipated that it would be built in 

t 1987 but wa ahould not 1~1e aiaht of the fact that our load 

10 forecaat ha1 changed co~aiderably Iince 1977 and the pro-

11 jectiona that we 1aw for l c ~ growth in 1977 would not be 

12 applicable today . 

13 Q My que1tion wae that in 1977, though, Florida Power 

469 

14 and Light saw the need to complete the project.transmission 1 ne 

15 project,to coincide with the completion of the JEA/FPL joint 

1e power plant? 

17 A In 1977 FPL was projecting a need. It had not made 

18 a commicment to those project1 . 

18 Q Thi1 document that I have just handed you, would 

20 you l ook at the thi rd paragraph, the second sentence of that 

21 paragr aph, which reads, or would you agree that it reads : 

22 "The first section, Lake Poinsett-Putnam, 1hould be completed 

~ by January 1987 to coi ncide with the completion of the j oint 

24 power plant in Nort h Fl orida" ? I1 that what it says there ? 

A That'• what it says, yea . 
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HI. FOOIL s Coul4 1 lit thie identified •• an 

exhibit, pleaae? 

Q 

A 

CHAIRMAN CR!SS!: Yea, eir. Do you have only one? 

MR . FOGEL : No, I have mora. 

CHAIRMAN CRESS!: All ri&ht, lS-E. 

(Exhibit No. lS-E marked for 
identification.) 

Mr. Scalf, would you plaaaa identify Exhibit lS-E? 

Thia ~· to be a tranaaiaaion atudy of the 

10 Brevard-Midway area compla~ed in Auguat of 1977. 

11 Q \lould you take ~, minute and look at thia for ua. 

12 please? 

13 A Yea, okay. 

14 Q Mr. Scalf, the firat aantence on Page "i" says, 

15 and correct me if I am vrona, "Tbia study ia to determine 

18 the need and timing of additional transmission capacity in 

17 the Brevard-Midway area in order to maintain adequate and 

18 reliable transfer of power through the area." Is that what 

19 that sentence says? 

20 A Yes, it is. 

21 Q Now, turning to the conclusion on Page "iv," do 

22 you have that? 

23 A Yes . 

470 

24 Q Correct ce if I am wrong but doe3n't the conclusion 

say : "The addition of a 500 KV line by 1983 between Midway 
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and the Brevard area, Lake Poin1ett,would practically 

2 eliminate the 1eriou1 expo1ure durin& heavy importa to South 

3 Florida resulting from lo11 of a large unit . This exposure 

4 will become more prevalent with the addition of more large 

5 units in the South Florida area. Al1o, the addition of a 

e Midway-Lake Poin1ett 500 KV line will facilitate the 

7 following : (a) aeneration and tranlmisliOn maintenance 

e programs; (b) 1chedulina of aeneration and 1pinning re serve ; 

g (c) the purcha1e of Iteam power from neighboring systems for 

10 both economy and emergency reason1; (d) retirement and/or 

11 mothballing of oldlr unitl 1~ South Florida ; (e) meeting 

12 variations in the load forecast; (f) reacting to delays in 

future generation/transmis1ion projects; (g) reduce system 13 

losses and (h) provide a lone-term solution to power transfer 

15 through the Brevard-Midway area consistent with the long-

18 range strategy of extending 500 KV to Georgia . " Would you 

17 agree t hat that ia what this aaya in this document? 

18 A Yea , that is the concl·laiona of the study . 
• 

19 Q Thank you , Hr . Scalf . 

Now , Hr . Scalf, do you know Hr . E. A. Adomat? 

21 A Yes. 

Q Is he Flori da Power and Light's Executive Vi ce-

President? 

A Yes. 

MR. FOGEL : Could we have this marked for 
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19701 for the con•truction of that ae..-nt? 

2 A No, 1 t waa not 1n the '701 . 

3 Q Hal it been budseted? 

4 A Ye1. 

5 Q When waa that? 

• A In November of 1980 for the fir1t line. March of 

1 1981 for the 1econd line. 

a Q And when wa1 the con1truction of that 1egment under 

t that budaet contemplated t c comm.nce? 

10 A When waa the con truction contemplated to co~nct 

11 or be in aervice? 

12 Q Coumence. 

13 A As aoon aa the project could be licensed and the 

14 right of way acquired . I think that would have been in the 

15 '83 time frame . 

HS Q Do you know whether the decision or consideration 

17 of that line segment was associated with the intention to 

18 purchase coal-by-wire from the Southern Company? 

19 A Yes, it was. 

20 Q Now as to the · Poinaett-Midway segment, you were 

21 asked a number of questiona relating to the company's consid-

eration of that segment for reli ability purposes. Did the 

23 company , i n fact , commence conatruction of that segment, Po in-: 

24 sett to Midway , for reliability purposes? 

A No , i t did not . 
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5 • I .. 
Q Did it eomm.nce eonatruction at all? 

2 A No, it did not. 

3 Q You were atkad a quettion a1 to whether you recal: 

• making these ltatementl that the 500 KV line was considered 

s as early as 1973. And your anawer waa, yea, you recalled 

8 making that state~nt. Would you clarify for me which line, 

1 or did you mean the entire line? 

8 A I was talking about the Midway to Poinsett segmer.: 

Q All riaht. You were aaked a que1tion about spinn:~ 

1o reserves and whether it wae at high aa it ia due to inade-

11 quaciet of the tranaad1aion 1y1tem. Do you know what portic~ 

12 of the project which outlined on your page A-1 would be 

13 required to correct that inadequacy if any? 

14 A To correct only that inadequacy associated with 

15 spinning reserve, only the Duva Hatch 500 KV line would be 

16 

17 

18 

19 

20 

21 

22 

24 

25 

required . 

Q To your knowledge, is there any standard method 

accepted method of measuring benefits of reliability? 

A There are none to my knowledge . 

MR. CHILDS : Mr . Chairman, I'm not sure whether t~ ~ 

document that Public Counsel offered , which is entitlec , l 

"FPL Gene r a t ion Expansion P1.an" was identified separcte + . 

CHAIRMAll CRESSE : The one with Mr . E. A. Adoma t , I 
Document No . 6? Tha t was i dentified as Exhibit 15-H. 

Q (By Mr . Childs ) Mr . Scalf, do you have that ~n 
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6 S4 

PLEASE f:X PJ.A l S. 

There is very little doubt that as the t:- 11::smhsion proj<' ct i s 

r o~?leted and FP&L begins to purchase coal-fired gen~ration fr cm t~e 

So:.;:~.e:-n Cc-?any, such coAl ·Cind generation 10ill initially ~ : ~ ?Llcc 

~n~r&'J that othtrwise 10ould have b~~n ~rcv!ded !ro~ oil-fi red 

gc ~eration. However, undor current price proJ•~~ions supplied by FP~L 

a11d the Florida Electric Coordinatin& Group (FCG), the co:r.plet fon of 

the tr~nsmi ssion project and the consummation c! the Southern Company 

c.J;;acit)· purchase ~.!!'M~ be justHi•d by lookin& at the economics of 

displacin& oil-fired &enerat . on. If one 10e re t o com?ar~ the fuel 

sav ings b~ : ~& derived from tht purchase to all t~t costs incurred to 

ob:!in su :h fuel savings one \o'OU .& ' :.-e to c.c:1c: .-!t tt-.at it is c . r J r ·~ r 

to s irnr~Y burn oil. nt.st is tO sty , if one ~oHt to 1.:-ok at t he 

t:o~smission l~ne proj~ct f rom an oil displac~~e~t standpo int only, it 

sho~ld not be co~ple:ed. 

\iP..t.T COSTS ~t;ST FP!.L I~CI.."R IN ORDER TO OETAIS THE ~ :,L Tii i:. i\S 

co~:?A.\'Y OUTPuT? 

ln ltddit)on to the nor~• l rev~nue requirements of the 

L:a~s~!~sion l ine proj~ct , FP&L mcs t pay a ca;!city charte to t he 

This capacity charge coa?ensates the Sou:hern 

Coor.pany for its investr.:en t in coal !ired ge:1ere:ir.g unit:. , pl us the 

no: : al operating expenses such as depreciation, property taxes, and 

non-fuel operation and ~aintenance expcr.ses. In effect, FP&L is 

paying for a coal·fired ~eneration unit off its own system . Instead 

of see ing additional depreciation exp•nse, 0&~ expenses , and property 

t~e• sppearin& on FP&L'a books , one will see one charge to the 

11 
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Purd·.a!-'!d Po1 ... er Account. FP&L IIIUit pay this capacity d-.1:•• c\'ery 

n • .;.nth in ordor to obtain the lOio'tr cost cnor&Y &cr.orJa! ty r.o.J 1. 

Arlditionally, FP&L must pay I transmission -h~elin& r.ha r&e :~ ect the 

p ">•tr ct:..•n to its OI•IO transmission systom. 

!-:A\£ YOU PREPARED AS EXHIBIT THAT CO:O:?:\HS THE E>. : ::•; ~£.0 fi,EL 

SAVISGS TO THE COST OF OBTAINING T;\AT FUEL SAVl~GS? 

Yu. On Exhibit _(JD· 3), paae 1 of 4, I ha,·e shc· . .-n the 

es tir.:ated f'uol uvinas usina tht f'CG't !utl price project io;,s . ht~ \· e 

compa:ed the fuel aavin&l t r all the costa of' obt~ inin& tha t f uel 

SH' iniS for the first ten yea n O( the proj•ct . Thou COStS inclu<:!e 

:he : c\ t nue req~ircm~ntl of th~ ~ · oject, t he capacit~ c~~rto f or 

L~ ~er . : ! ~g the enargy, and the charge for •heeling that t ~ ~ =&Y · As 

can be seen in Column C, except lor the year 1982, it is e~;~cted t hat 

there -ill be no net savin&a •hen looking at the ec:~o~ics of 

cisplacin& oil for the f i rst ten years . Like•ise, on ? 4&e 2 of 

Exhibit (JD-3), it can be ~ ~en that under FP&L's 1982 !~el pr i ~ e 

projections , there are no savin&s past 1982 when l oo~ ! :-:g at t he 

Hc:.or::ics of dhplacin& oil . On pa,e 3 of Exhibit (JD-~). o::e c;n 

see t hat under FP&L'a 1981 fuel price projections, the r ~ojec t i s 

jus t i f i ~d from an oil displacement standpoint . On P•&• 4 c ~ Exh ibit 

____ (J~-3), it is sho~n that the Project ~ould economical]~ d i ~pla c e 

oi l i f one •ere to assume ~he much hi&her projected price of oil taken 

f ro~ the 1982 Department of Energy study. It should be kept in mind, 

ho~o· ever, that, at the June 17th hearin&, FP&L's fuel forecast 10itness, 

!1r . Michael C. Cook, stated that "I'm not a~o·are of anyone ~o;ho uses 

t he i r (DOE' s) fo recasts as a basis of corporate pla.nnin& .. . " and "I'm 

12 
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!.,R. 1-'0GEL: :;ot yet . 

CH.~IR:\AN CRt:SSF.: r~ot yet. 

9Y ~1R. FOGEL: 

_6_1 

I 
I 

I 
I 

Q And then also , Mr. Ditt~or, have you caused to be 

s d1st r i but~d at the beqinninq ot this proceedinq a four- page 

6 riocume nt, the first pa9e of which is the FPL oil-bac~ou t 

qua l ifi cation hearing, calculation of savi ngs and d~ fe rring 7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

r. apacity? 

1\ Yes, a hancwri tten df)Curnent. 

:·lR. 1-· 0GEL: Mr. Cha .. ,..rnan , I rnove that this be--

CHAIR.'•:.l\N CRESS£: Tdenti f i d as 13-A? 

M~. FOGfL : I th i nk it would be 14 . 

CHAI~'·~N CRESS£: Is . this 14? 14 -A. That's a 

docu~nt handwritten that says FP'L oil-backou t 

cualification hearing, Page l . of 4. 

:·li!. FOGEL: Yes, 

CHAlRHAN C~ESSE: 

S ~· ~-~ R. f'OGEL : 

sir . 1 

All right. All numbered. Good . I 
(Exhibit ~o. 14-A 1dentified 

Q By \o'ay of su:otf"a ry, ~ir. Jittmer, on what d1d you 

c:se your conclusion that the soor.v line i s not qualifled 

as an oil - backout project? 

A I folla~ed the criteria set forth i n the current 

rule , first relying on Section 3 (a)l of the rule. I 

Lwos t i gated whether the project would result in the 
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~cunvmi c dis~lac~~ant of oil-fired y~neration. In that 

rcs~rd, I was able to see that o ver tha ten-year n~asurcm~nt 

~e r1od, no displacemGnt of ci l was act~a lly occurr i ng. 

T~is can be s e en by referring to my f.xh i b it 14-J0-2 in 

F·H<::n t hese'S, wherein is shown the anticipated oi 1 consump­

tlon for the ten-year period. 
. 

As can be saen on the docu~nt, barrels of o1l 

consunP.d goC'I from 35,530,000 i n 1982 t o 61,914,000 in 

199 2. 

ln my opinion, the ~a3sOn oil consumption ~s 

inc r e asi ng over the period is be -~·· :e grcwt h i n mag.:n•att 

h~ Jr sale's is ~rowing faster than FP~L is adding on oi l-

f i red qC" neratjon. 

Al so , with regard to the fi rst test of economic 

d! s?lacc men t of oil, if one' were to assume that the project 

~ s dlS?l acing oil, 1t w~ul d not be econo~i c d i spl ace~ent 

of oil. Thi s can ea sily be SC'en by referr ing to ~y 

~~~1b1 t 14-JD- 3 , 1n paren~hcscs, Pages l through 4. 

On those pages I have compared the oil sdvin~s t o 

al l the costs of obtaining such sav i ngs. On thuse pages 

o~e can see that unde r the most current FCG in 1982, FP' L 

price project i ons, tha ~ except for the year 1982, the c ost 

o! obta1ni ng ~uch savings will exceed the fuel savings . 

~:1'..lS , 1f there is displacement of oil in given years, it 

!S not economic dis placement of o i l. 
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In the evant recovery la provided, we believe that I 
I 

the myriad of advantage• and benefit• aaaoclated with I 
I 

the project that ware deacribed in full in the testioony I 
I 

of the wltnesaea, au&aeat that the centa per kilowatt 

hour baals advocated by the company 11 not t~A most 

equitable way to allocate revenue• to be recovered 

through the recovery mechanism. 

I might aum up thia way: This 11 the firat 

appearance that I have made alnce I began working for 

Hr. McWhirter'• law firm and he haa choaen for me a case 

in which the merit are heavily weighted in our favor . 

CHAIRMAN CRESS£ : I didn't hear much explanation 

about the cents per kilowatt hour. Do you intend to put 

some witness on? I know the fellow that you work with 

and the client& that he baa previously represented have 

been kind of negative on the deal of cents per kilowatt 

hour because .they don't pay much sense to this cents 

per kilowatt hour and they are more interested in high 

demand charges and zero energy charges. But are you 

going to put a witness on as to why there are any 

benefi ts that reduce energy costs that should be passed 

i n cents per kilowatt hour? 

MR. McGLOTHLIN : We have no witness on that subje~~ 

but I t hink we can demonatrate that . 

CHAIRMAN CRESS! : You are going to handle that 

I 
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proof prcsent~d by the Florida Powor and Light Company 

cc-mc.mstrates in accordanco ·-ri th th~ rl!qui rements of 

t h i s t:o:-~mission ' s rule on oi 1-hi\r:;:.,•Jt that th~ trans-

1'1i ssion line at proj~cts iHOF,os e l! t.y Flonda Power and 

Li (Jh t CO'Ti?.Jny wi 11 rcsul t in ~conomic displacement of 

oil , .lnu that i t shows a pr,sent value of <H t:-~ctcd 

net savings within the the-year period establ i shed by 

that rule to q ua lify as an oil-backout proj~ct, whi ch 

would ~c an tha t it i s sutject to GUantification of an 

01 1-ba ckout cos t rocove r : !actor. 

t h.lt 

t hat 

\\e !urthP.r submit tha t thfl' proof e stablished is ! 
although construction has cor:~ nc~d on one s~ g~~nt,

1 
a \Jai vc r should be grante d fro!:'! the rule to permit 1 

th1 s Co"'~ission to c onsider ~hether i t meets the othe r 
I 

t~o tasts, which we submit it has met. 

CH.:u ?.~·.A~ CRESSE: g r. '1cGlothlin? 

fi R. ~-icGLOTHJ..lN : Col'\.-nissioners, with regard to t he 

i ssue of the pri ~ary purpose and a:so -- and I mention 

this without knowing whether you intend to take act ion 

on it now or l at~r -- but I believe the prehear ing 

issue din menti on the question of how any approved 

recove r y should be collected , whether it should be on 

a ct-nt s per kilowatt hour basis or \<lhether, as we 

sugg~st, through the use of demand allocators from 

the last case • 
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I thi nr. that the r.111thotjo logy the Co:;:mi •; o; i on h :. s 

chosen assures that there will ho no ~istako made on 

ex?~ctcrl usefu l c:conot11ic live s because •..-hr.:thc r or n•) t 

taV.e n on the project will, in f ·lCt , ch:pend U!.>•)n the 

r ·~ sults that a re obtain1; d, rat~v: r than forc•:..,sts. 

~nd if there ' s ono thi nq w~ have learne d, it 's 

t hat the if t here 's anybody lhat ' s e ver tcstifi P. d 

before the Commission , t r.at's making his liv ing on 

for~c ~ sting fuel pri ces , they &re in seri o us , serious 

troublP. . As a n expert, th y would not be abl~ to ma~c 

!:...:s i r.c ss o: do in g that . hnd thei r r •:>cord is one of 

~~i ng ~rong , a nd in s ome cas e s, horr i bly wrong . ~hat 

r~y hap?en i n the futcre. 

The antici ;:. ateC: S3Vings , • . .Jhich .lre cJ'i (; t:LH·:d :. n 

thi s docu~ent, ~ay not take place. Unfor~ unately , 

:f t hey don ' t ta~e place , this will be trea ted as on 

01dinary c onst ruction ?roject with a life o f 35 ¥ 0 3JS . 

Jccove r it . And I bel i eve t hat obvious ly 1t cu~ ht to 

~e r·.:cove n : rl on a cents pe r k ito· . .~ at t hour basis because 

~:1.:: ;::· tl.a:· y pu q:>ose is reduction in ener gy costs. .~· nd 

f yo u are goi ng to star~ spending mone y t o reduce 

c osts, then you are gojng to take t :1ose dollars I 

l __ -------- -- ___________ j 
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il nd so:·:·how all .-:•..:.1te thr.>m on a r!~~H.d b.J~)s. 

to me th.lt t~ .. ~ benefits .ue :nisl!:.propriated. 

.;nd u:l~ c: :-st ·lndinCJ , :·tr. ~tcGl o~hlin , that th.:: y -H: 

-isa::-:~ropria t e:d to t he high-load flctor c •.;s t. c, · .: s , 

J nd I just ha~e never bought that ra t ionale, ~nd I 

.~on' t ,,;ant t ~"~ start buying it now, yet I un t1 c>r st and 

' \ r. ·-,cGlothlin'a position on it. 

I bellc\'e, Cor.vnissioncr, I would movl! th-'lt ;n v: _· •. : 

of that, t!"la t the r.•otion i s I balicve tho · . .~aiv c> r '"' "'~ul d 

~e gra ;') tccar.c we · .• muld fl - d the ? ro)C"ct C!u alif ~-.:- 1'1 . Ts 

that t.:)e pr 0;:-.· r I ·Otion, C .:•u ·. -~ 1 -· r ? 

·-:s. ().'-.\ ! s: Ye s. 

.:r-c c.:cici~g as part o! that the i:r-::-le,..~ntc1 t i or. ~ hat 

::•ou ~ ·..: st Louc-h.:!d on, nr. Crel:ise . 

c:~.rdR:-:.;'\ c~::s s::: ~o, s i r. 

~·l R. :-\.;~L'Y:"HLl~: Thl'nk you. 

CHAi i\..,~~~ CR!:SST:: I'm not d ·:·c i cing t h at. r -nay 

not avcn sit o~ that panel. 3ut J :h · n~ it's ~!~ays 

fair to let ev~rybody know that they've got a ve ry 

large bu rde n 1n the event I am sitting on t hat ~3nel . 

Yo•J '<:1cw , you and I have discussed it from time to 

t1:ne back -,..hen you we re l e ad cour.sel for electric 

a nri ga~, and we ~ill d iscuss i t from t i me to time in 

the : 'Jt ure • 
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to the point that the project will not reduce overall costs, 

then the operation of the Oil Backout Cost Recovery Factor 

should cease, and the remainin& unrecovered investment included 

in the rate base and the costs recovered through bast rates, 

an~ specifically through the ~ charges for the dernanc ~ete:~: 

Q Under the proposed rule how would the revenues be 

a collected from the ratepayera? 

10 

11 

12 

13 

1C 
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24 
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A 

Q 

On a per kilowatt hour basil. 

11 thil appropria t e? 

A No. '11U1 il a maj t. r departure from the fixed coat/1 

variable cost distinction of coat baaed rates, and completely 

contrary to the coat of aervice principles which dictate that 
I 

fixed capital costa should be recovered through demand charges:, 

not kilowatt hour chargea. 

Recovery of all converaion costs on a kilowatt hour 

basis cannot be considered ~oat baaed. Depreciation expenses 

and capital carrying charges are fixed capital costs, and must. 
I 

be recovered by the utility, irregardleaa of the number of 

kilowatt hours aold. These cotta should be recovered in 

proportion t o the peak demands customers place on the utility's 

system. O&M costs ate properly recovered through kilowatt 

hour charges. 

The reason an oil-fired plant is converted to burn 

coal is that the conversion reflects the lowest tptal cost 



• 

• 

. 
! -· . 
! 
: . . . 

• 

li 
1 .. 

2 ! J 

~ 
: 

. 

t 

7 

a 

e 

10 

11 

12 

13 

,. 

15 

16 

17 

18 

19 

20 

11 

22 

n 

24 

25 

187 

option to the utility. It does not make the fixed costs of 

conversion variable. 

Q 11 the recovery of the coat of converaion on a 

kilowatt hour basil equitable? 

A ~o. 'nlil method of :-ecovery will shift t~~ '::> .. - .;,. _ 

of costs to off-peak uaers and away frOCD on-peak usen . H~g~ 

load factor customer who are eneray intenaive will pay a 

disproportionate hi&her abare of the colt. 

Q How will cu1tomer1 likely react to increaaed kilo· 

watt hour cbaraea de•ianed to r ecover the fixed coata of 

converaion? 

A When faced with increa»eJ KWH charaea, econoMic 

rationality dictate• that cu1tomers will 1earch for waya to 

reduce energy conaumption at the expen1e of a deteriorating 

load factor. In the 1hort run, production proces1e1 will 

probably be reoptimized and production rescheduled. Over 

the long run, industrial customers will probably adjust their 

capital mix, employment, and technoloay in an effort to 

reduce energy consumption, to the detriment of load factor . 

Residential customers will modify their usage patterns io 

response to higher ~ates, alto to the detriment of load 

factor. 

Q What would be the likely effect on the utility 

when the customers react to the higher kilowatt hour charges? . 

A Over times, energy usage during on-peak periods 
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1 
I determination that thil Val &Oiftl tO happen, it probably 

2 would be at the point in time the backout recovery is being 

3 I reviewed every aix montha. So at that point it could be 

4 

MF.. cr.:~: : 7 :-.a t • s a : l ! have . 

H::.ARl~G C·fFlC::F.. : !-!r. :,;1 llis 7 

7 CROSS EXAHtNAnC* 

I BY MR. WILLIS: 

Q Mr. Cook, I tak.e it froca your teatimony that you 

10 don't oppoae an oil backout oat recovery procedure; ia that 

11 correct? 

12 A No. If converaioa to coal or coal•oil mixture is 

13 a cost-effective method, then we do not oppoae that • 

14 Q So your concern, thea, it that how the coats 

15 involved in that coaveraioa from oil to coal or some other 

16 combination of fuela il borne by particular clasaes of 

17 customers; is that correct? 

18 A Yea, I think that's the primary concern. Also 1 

19 feel a major concern ia that the rule not contain this 

w arbitrary concept of allovina a portion of the savings, 

21 because there's no use to diaguise it. The rule is in effect 

22 trying to be an accelerated deprec1ation mechanism, so 1 

23 think the Commission should make a determination at the time 

24 the project is approved •• to whAt that acceleration level 

25 should be for the utility, and then the coat would be known 
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to the eo .. teaton that the propoeal by the coapany to 

alloca te thete revenue• on the batlt of conau.ptlon la not 

the ll111ph and equitable reettdy or aolutlon that lr 

appear• to be on the aurface . 

Thank you for your attention . 

CCHtlSSlO:t!l MAW: Let • uke aure l undenund 

your roattlon and vhat we voted on at that aaenda 

conferen~e aa a part of thi1 oil backout coat recovery 

cl~u•• and whar. hov we art procetdlna . 

And •~ I undcr•tand 1 • the to..lealon by a three to 

cwo~ ""~~ on that cS.v voted to M udt capacity charae• . 

capaci t :"' ?aymenu, however you want to characterize lt , 

in determininG whether a facUlty quallfltd . 

Do you have aa.. .teunderntandina of that? 

MP . . HcCLOTKLt:t : No, no. air . l don't think there 

la any misunderstandlna on that . t believe tha .odifitd 

rule enable• the co-rany to uae the approach of total 

savinga . rath~r than fuel eavln&• alon' for ~urpoat of 

qualifica t ! ~n . or c~urat, 1 don ' t •• 1 realattd that . 

but l don't dis~ute that took place. 

lt r~rai n~ for the cospany to dtaonatratt and to 

carry lta burden of proof in thowin& that theat truly 

art tavinA• vhlch vill benefit cu0toa.r1 . And our 

content i on here la not that it l a not included by the 
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Group (FIPUG) who are cutt~rt of 'lorida Po.er I Ll9ht Company 

2 (FP&L). These companies are large, hlfh load factor electrical 

3 con,..,.,. and take servlu prl•rl ly under "ate Schedules GSL0·2, 

CS-2, GSLD-3 and CS·) • 

5 Q What It the subject of your tettiiiOn'ff 

6 A My tettl110ny addre11es the allocation of the costs which F'PIL Is 

7 proposing to recover through an Oll•lackout Colt "-covery Factor 

8 to the various custa.er clattel. 

9 Q ~ve you prepared any exhlbfts fo~ su~lsslonf 

10 A Yes. I have prepared lxhlblt JP•1 ( ) contlttlng of one sched• 

11 ule . 

12 Q What ts the nature of the costs which "'L It proposing to recover 

13 through the Lavellzed 011-llekout Colt "-coverv Factor? 

llt A FP&L Is proposing to recover the cost of the Florida portion of 

15 the Hatch•Ouval SOO kV Trant•lsslon Lines which ~rise Phase I 

16 of FP&L's 500 kV ·Transmission Project. According to Mr. Scalf's 

17 testimony tn Ooeket 820155-EU, the first segment was eoapleted and 

18 energized last April, white the second te,.ant Is scheduled to be 

19 completed In SepteMber. 

20 Q How should the costs associated with the Project be recovered from 

21 the various customer classes? 

22 A The costs of the Project should be treated In the same way as the 

23 costs of FP&L's other tranimisslon t ines for rate-making purposes. 

2lt That Is, the costs should be considered deMand-related and thus, 

25 allocated (and recovered) relative to the deeand responsibility of 

DMUH · I'-UIAUk t AUOC1AT1l. INC. 
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each 'usta.er class. The ..ount allocated to the ~d-.. tered 

2 rates shou I d be recovered throuth the r r respect r w deund charges. 

3 Q How should the ct.end responslblll cy of the custc.er classes be 

~ deten.lnedl 

5 A In general, the deNnd responsibility should be Nled on the s-

6 

7 

8 

deund =- t a11ocat I on Mthod approve4 by the ec-hsl on In the 

utility's 1101t recently COIIPleted rate case proceedlnt. If at all 

possible, the clan alloc.tlon factors thould be based on current 

9 date to provide • 1110re accurate recowry of these costs. (My rec· 

10 ~nd•tlon Is not en Mdors_,.t o the eo-Jttlon·•pprowd allo· 

11 cation Nthocts per se but Ia Intended to provlda consistency In 

12 the cost-recovery process. ) 

13 Since FP'L Is s .. klng recowry of tren .. lulon·rel•t•d costs 

14 throl.lih the Of l•leckout Cost ltecovery 'actor, then these costs 

15 should be recovered relative to • ~lve coincident peak end •ver· 

16 age demand allocation fector, n 1~ In bhlbl t JP-1 ( 

17 Schedule 1. This Is the Nthod .ttlch the eo..lsslon adopted In 

18 FP&L's last rate ease (Docket 810002-fG). The data In Schedule 

19 Is based on current lnfonutlon provided In FP&L's pending rate 

20 e.se application, with Wllch I • f•lllar given ffrf lnvoh·-nt In 

21 that Docket. 

22 Q 

23 

24 A 

What Is the justification for classifying •nd •11ocatlng the costs 

of the SOO kV Trans•lsslon Project rel•tlve to ~nd1 

The Project will better enable FP&L to stand ready to meet cus-

25 tomer demands when they occur over the 11 fe of the Project • 
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According to Hr. Scalf, of FP&L : 

Page 5 
Jeffry Pol lock 

'rrhe pr l•ry pumse of t he Prot;ct Is to In­
crease the tran~r eapebTTity~n the 
Southem Electr ic syst• and the FPU syst• 
and thus enable the IIIIPOrtatlon and del Ivery 
of up to 2,000 ,., of c:oal·by-wl re ft011 the 
Southern COIIII*'Y through the FPU syst•. 

The Project will alto contribute In de­
li vering the output of new generatlft9 stations 
planned for Northeast "orfda and will subu· 

.. quently approve electric syst• rellabl ll ty 
for all Peninsular Florida utilities •• • 
by (1) preventf"9 electrical ••~ration fr011 
the Southem Electric syst .. for single gen· 
eratlon contingencies, (2) providing an addi­
tional sourc:a of extermt l power during condl­
tlons of short-ten. ... r ncles, such as ex­
tr- ._.ather condl tlons , or tong·teMI .,..,._ 
gencles , such as dlsrupt ' on• In the fuel sup­
ply syst .. , and (3) establ ishing an addi­
tional Independent tran .. l st lon eorrldor 
throughout the FPIL East Coast network. " 
(Docket 820155-EU , EmpMsh added) 

In many respects, FP&L's exist ing trans• lsslon syst .. also 

15 prov ides the same benefits. That Is, It Interconnects FP&L's gen-

16 eratlng pl ants and provides 1 sourc:a of deliveri ng and Importing 

1/ power between FP&L and other utllltles••lncludlng the Southern 

18 Company. There fore, there Is no basis for t reating the 500 kV 

19 Transmission Proj ect cos ts di f ferentl y f~ the rate-~klng treat -

20 ment of FP&L's othe r t ransmiss ion costs . 

21 Second, these costs are fixed In that the necessi ty of earn-

22 lng a return on the Investment , recover ing the capita l cost (de-

23 prec lat lon) and operating the property are a functi on of the exls -

2lt tence of the property and are not a function of the number of 

25 kl lowatthours sold. As sales volumes change , t hese f ixed cos t s 

DMZlH·h.ua.uu. a AUoelATU. IHC. 
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Jeffry Pollock 

1re not affected, but continue to be Incurred, .. king t~ fixed 

or de~nd•related In nature. The lnves~nt In all trans•lsslon 

plant (Including the Project) falls Into this fl .. d cost category 

and should not be allocated 11 a function of anergy contUIIPtlon or 

of average dMIInd. The allocation of fiMd costs relative to en-

ergy consu.ptfon could lead to rate Instability and reduce the In­

centive given to custa.ers to operate during the off-peak hours 

under the tl .. •of•day ratll. 

With respect to stability, If flaed costs are being recovered 

relative to energy and the level o• kl1o.tthour tales decrusH, 

11 often happens during an econo~~lc ~ .-u rn, 1 utility's rev•-

nues will drop ~r• than ·Its costs • 

WIth respect to off-peak pricing, the recove.ry of fl ud costs 

relative to energy ~ld reduce the relative cost adv..,tete of In­

creasing consumption during the off-peak period end Mke It less 

attractive to reduce consu.ptlon during the .ore costly on-peak 

per iod. 

Are you .-are that FP'L Is proposing to recover the Project costs 

on 1 kllow.tthour bash because It will enable the eo.pany to dl s-

place oil and thereby provide fuel cost savings to FPIL's cus-

tomers7 

Yes, I 111. This argument focuses priMrlly on the period of time 

when the so-e.11ed "coal bubble" would exist and J gnores the other 

demand-related enhancements that the Project would provide through-

out Its useful li fe . 

0MUN· la.u~&a I Auoc:IATU.INC-
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A kllo.atthour recovery assumes that fuel cost savings are 

the~ cause of building the P~ject which, as .. ntloned prevl· 

3 ously, Is not the case. AcQOrdlnt to Mr. Scalf, the priMary pur· 

lt pose of the coal·by-wlre P!'rc:has11 h the econo~~lc dlsptac:eeent of 

S oll·flred g.neratlon. h '~Ject wl11, of courH, facltlute 

6 these transactions enablfnt "'L to tlke full advantage of the slg-

7 nl flcant, but short• lived, coal bubble and will result In tower 

8 fuel costs. However, such fuel cost savings are Mde possible ~ 

9 FPU's strong dependence on oil fo · b.H toad. The rapid rl .. In 

10 oil cosu has rnulted In "'L be a:-t In a tMPOrlf'Y nonoptl.,. 

11 situation with respect to Its fuel • h. . Oy displacing olt gener-

12 atlon with CCMl·by-wlre purchases, FP'L wl11 achieve a.,,. optl· 

13 N I fuel alx, the effect of .ttlch would be a lC~~~~Mr cost to the 

492 

r•tep•yers. A utility would be rMisl If It did not continually (..._ __ _ 

tS seek altern.tlve lnvesc.nu that would enable It to provide con-

16 tlnuous and reliable service at the lo.tt OYera11 COlt to the 

17 ratep•yer. 

18 F1n•11y, a kllowatthour allocation of the Project costs '-'Ould 

19 not be equitable to high lo.d factor customers without a ~n-

20 surate redu ... tlon In their fuel cost responsibility. FPU hu pro-

21 posed a klla.atthour aiiOQtlon on the theory that high load f•c-

22 tor customer c l asses would receive the lOSt benefl t ff'OII the fuel 

23 cost savings that '-'Ould result fro. the coal •by-wlre purchases. 

2lt As 1 prev iously testified, the f uel savings are but one of tbe 

2S benefits Nde possible by the Transn~hslon Project. ly this logic, 
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It would also be COftlhtent (and equl table) to allocate the 1~r 

fuel cottl associated with thete pur~••• ••PIIcltly to the hl9h 

load factor eusta.er classes In deter.lnlnt fuel cost responslbll· 

lty. ~ver, to., knowledge, "'L has not •• such a propoul 

either In the currently pendlnt rate ease or In Its proposed Fuel 

Cost Recovery C1auH Docket. 

ly the same token, the , ... custoa.rt who -ou1d pres~bly 

beneft t 1110re froa the 1C*er fuel costs are tha ones who are cur• 

rently bearing a disproportionate c"'are of today'• hither fuel 

cosu. 

The point h that en equitable n covery of both capital cosu 

and fuel colts cannot be considered In Isolation. FPIL't pro-

posal, which focuses only on the recowry of the capt tal cost cor 

ponent, precl~ en equl table recovery of these cosu, partlcu-

larly fr~ the high lo.d factor eust~r classes. 

Does this conclude your dl rect testiiiOftY? 

Yes, It does. 

(End of prefiled direct testimony. ) 

OMIIN· lauiMU a AsscXIATU. INC. 
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If the company had built these planta and was 

2 asking for a rata incraaae to recover the inveatment costs 

3 and other capital costs and operating costs of these 

4 plants, based upon the allocation methodology adopted by the 

5 Commission, these costs would ba allocated essentially on a 

s demand basis, not on a kilowatt hour baaia . 

1 Therefore, there are two inconsistencies essentially 

e between the way in which the co1t1 have been treated in rate-

e making in the past and the way in which FP&L i1 proposing to 

10 recover these costs through t\e oil backout clause. 

tt Now, with re1pect ~· , the loaical incon1iatency . 

12 t he result of a lloca ting capita: co:; ta on a kilowatt hour 

13 bas is essentially results in an assignment of above-average 

14 investment per kilowatt of demand to high load factor 

115 customers. 

te In par t, the logic of this is t hat high load factor 

11 cus t omers use more energy on a consistent basis, and there -

19 f ore should be alloca ted to capita l cos ts of the more cap i t al 

1; intensive base l oad units . However , by that logic , it a lso 

w follows tha t if the high load f actor customers are more 

21 responsible, and therefore benef i t from t he highe r capital 

n costs of the base load units, so, too , woul d they benefit 

n from the lower running costa of those units . 

24 So consequently, if they are going to be assigned 

a higher than average cosc per KW of capacity, then 

• 
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consistency and equity, in my opinion, dictate that they also 

2 be assigned a below average coat per kilowatt hour of fuel. 

3 However, aince FP'L ia propoaing to maintain its 

4 equal cents per kilowatt hour recovery for line lo1ses to all 

5 customer cla11e1, the hi&h load factor cuatomers are in 

e effect bearing the freight on the capital costa of the units, 

7 but not getting the benefitl of the lower running costs , 

a which they are suppo1edly more re1pon1ible for. 

e Finally, allocation of capital co1t1, aa I said 

to before, in my opinion, i1 not aood rate-making procedure. 

tt It causes, it could cause ins , ability in the event that 

12 kilowatt hour sales decline, and that revenues decline faster 

13 than would the decline i .n coats . 

14 What we are essentially recovering is the fixed 

15 costs. And the recovery of that fixed cost, as well as t he 

18 recovery of the fixed cost of the unit power purchases, wi l l 

11 continue irrespective of the number of kilowatt hours 

18 generated and sold. 

19 Finally, if the kilowatt hour allocation is 

~ approved, this would tend to lessen the incentive for 

21 customers to use power during the off-peak period when it 

n costs less to generate, which I think would be a misleading 

n price signal . 

24 Q Mr . Pollock, I want to ask you if you have any 

~ comments on a couple of other items that have arisen today . 

• 
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In re: Petition of the Florida ) 
Industrial Power Users Group ) 
to Discontinue Florida Power ) 
and Light Company's Oil Backout ) 
Cost Recovery Factor ) ____________________________ ) 

Docket No. 890148-BU 
Piled: Auvust 18, 1989 

PLOJtiDP. POIIIIR • Liaft' a.tAft• 8 IDriO. 

ORIGINAL 
FILE COPY 

TO 'rAP QftiCIAJ. ••J•D'ICII 

Florida Power Sa Livht Company ( "PPL"), pursuant to S 

120 . 61, Florida Statutes (1987), moves the Florida Public 

service Con~nission (".Conniaaion") to t:ake official reaovnition 

in Docket No. 890148-EU of the docuMents aut.itted with this 

Motion in a separate Notebook. In sup~J'rt of this Motion, FPL 

sta t es: 

IMI*"IUC'fiOW 

1. Throughout the prefiled testimony on Docket No. 

890148-EU, there are direct as well as iiiPlicit references to 

Commission rules, Commission orders, prior positions of parties, 

prior s tatements by witnesses and commissioners, and general 

discussions of Commission intent. These references are to 

numerous prior Commission proceedinvs that relate to the 

Commission's adoption, amendment and implementation of the 

Commission's Oil Backout Rule, Florida Administrative Code Rule 

25 - 17.016 . In addition, there is testimony which relates to, 

and FIPUG's Petition refers to, other Coanission rules, orders 

- 1 -
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and proceedings regarding tax savings due to changes in federal 

corpo rate income tax rates and Commission surveillance reports. 

2. Because there are references to these Commission 

recor ds throughout the record in this proceeding, FPL has 

e ndeavo red to pull together the documents referred to or 

primarily relied upon, particularly by Mr. Waters, FPL's 

witness. FPL believes that this compilation of Commission 

records wi 11 provide reasonably easy Conrnission access during 

t he hearing and facilitate the trial of this case. Because of 

t he mammoth size of the entire record for the other relevant 

Commission proceedings, FPL has compi l ed excerpts of Commission 

tr anscripts upon which FPL relies in t hts proceeding rather than 

asking the Commission to take official notice of the entire 

r eco rds of those proceedings. 

3 . FPL respectfully submits that taking official 

notice of the materials requested by FPL wi 11 facilitate the 

hearing scheduled for August 22, 1989 . It wi 11 shorten cross 

examination by avoiding FPL having to use Mr . Pollock to get 

t hese documents into t he record. It will also facilitate the 

Commission hearing of the case by providing an easy reference to 

documents that will be referred to during testimony . 

4 . No party can reasonably claim it is adverse ly 

af f ected by this motion. Fi rst, it is an effort to focus 

issues , reduce t he volume of the record and facilitate t he 

conduct of the hearing. Second , as can be established if 

- 2 -



necessary, FIPUG's witness, Mr. Pollock, bas reviewed all or 

most of the documents being offered by PPL. Third, FPL provided 

not ice of its intent to file such a motion in its Prebearing 

Statement filed on July 27 , 1989, and no party objected or 

inquired as to the documents to be identified. Fourth, all 

parties , with t he exception of Metropolitan Dade County which 

has not actively participated to date, received a hand delivered 

copy of the supporting Notebook on Thursday, August 17, 1989, 5 

days prior to hearing. Fifth, providing advance notice of 

documents t o be officially noticed by the Commission is a 

s ignificant procedural advantage not 1ormally afforded parties 

before the Commission . 

0 iaaioa'a legorda -.rJc,~ed 

To Be Officiallr 1Qtice4 

5 . Enclosed with this Motion is a Notebook containing 

the documents FPL is requesting the Coanission to officially 

notice. The Notebook is organized by subject matter . It has an 

index, Se.e. At tachment A to this Motion, which demonstrates its 

internal organization i n detail; however, it is summarized below . 

6. Tabs A through E of the Notebook contain the Oi 1 

Backout Rule and Commission Orders relating to its adoption and 

amendment. 

7. Tabs 

Commission orders 

Bac kout Project. 

F through H 

regarding the 

- 3 -
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qualification of FPL's Oil 



8. Tab I of the Notebook contains Co111niaaion orders 

regarding oil backout coat recovery for FPL'a Oil Backout 

Project. 

9. Tab J contains the decision of the Supreme Court 

of Florida affirming the Commission's orders approving FPL'a Oil 

Backout Project for qualification and cost recovery through the 

Oi l Backout Cost Recovery Factor. 

10. Tabs ~ and L of the Notebook contain excerpts from 

two FPL base rate orders addressing whether costa associated 

with the Oi 1 Backout Project should be recovered through FPL • s 

base rates. 

11. Tabs M and 0 of the Notebook contain the 

Coi'Mli ssion • s Tax Savings Rule , the instrl.Ac'-ions for FPL' a 1987 

Tax Savings Report and the final order in Docket No. 880355-EI 

ordering FPL ordering FPL to make a 1987 tax savings refund. 

12. Tab P of the Notebook contains transcript passages 

from FPL's Oil Backout Qualification Proceeding, Docket No. 

820155-EU ( ·oualification Proceeding•), FPL' a Initial Oi 1 

Backout Cost Recovery Pr oceeding, Docket No. 820001-EU (•Initial 

Cost Recovery Proceeding•), and the Oil Backout Rule Amendment 

Proceed i ng, Docket No. 820257 (•Rule Amendment Proceeding•). 

These transcript references reflect the extent to which FPL, 

i ntervenors and the Commission ack.nowledged the uncertainty in 

predicting oil prices well into the future. 

- 4 -



13 . 

from t he 

Proceed i ng , 

Proceed i ng , 

Tab Q of the Notebook contains transcript passages 

Qualification proceeding, the Rule Amendment 

the Agenda Conference for the Rule Amendment 

the proceeding adopting the Oil Backout Rule (•Rule 

Adopt i on Proceeding•) and the Initial Cost Recovery Proceeding. 

These passages reflect the eztent to which the parties and the 

Commissio n acknowledged t hat project qualification is based on 

uncert a in fue l forecasts , that tbe forecasts should be 

cons ervat ive because of their import in project qualification, 

and that once it i s established thal the project's primary 

purpose is economic oil displacemen ~ and the project is 

qual i fied, then it should not affect pt~ject qualification or 

cont i nued cost recovery of the Project through the Oil Backout 

Cos t Recovery Factor whether projections prove to be incorrect 

based o n actual experience . 

14. Tab R of the Notebook is compr ised of transcript 

pas s age s fr om FPL's Qualification Proceeding. It includes cross 

examinati o n o f FPL wi tnesses by PIPUG and Public Counsel 

atte mpti ng to s how t hat FPL ' s Project does not meet the primary 

purpose of economic oi 1 displacement and that FPL recognized 

improper Project benefits in i t s economic analysi s of the 

Project. It also contains Public Couns e l tes timony as t o why 

coal by wire capacity costs shou l d be i ncluded i n det e r min i ng 

t he Project's primary purpose . It also ~onta i ns redirect 

examination of an FPL witness establish ing that t he p r ima ry 

- 5 -



purpose of the Project was not increased reliability. The 

transcript references are offered to show that FIPUG's arguments 

i n this proceeding regarding the Project' a primary purpose are 

not new and have been heard by the Commission previously. 

15 . Tab s of the Notebook is comprised of transcript 

pas sages from FPL's Qualification Proceeding, the Rule Adoption 

Proceeding, and the Initial Cost Recovery Proceeding. The 

passages reflect statements by FIPUG's witnesses or counsel that 

t he costs associated with an oil backout project or coal by wire 

purchases are demand related rather ~ban energy related and 

should not be recovered on an energy o~ cents per kilowatt hour 

basis. These passages are offered to d1monstrate that FIPUG's 

unfairness argument regarding the energy based oil backout cost 

recovery charges are not new. 

BA&IS 1'0& n 

IXX:JM*XS nwptiSIIIi '1'111 mx..,. 
16. The Co111nission • a rules specifically provide that 

"any relevant evidence shall be admitted if it is the sort of 

ev idence which is normally admissible in civil trials in Florida 

o r whi ch reasonably prudent persons are accustomed to 

upon in the conduct of their affairs.• See 

Administrative Code Rule 25-22.048(3). As a result, 

relying 

Florida 

evidence 

that is admissible in Florida court proceedings is clearly 

admissible in Commission proceedi ngs . More~ver, the Florida 

Adm i nistrative Procedure Act ( •APA• ) prov i des that evidence may 

- 6 -



be admissible in an administrative proceeding even though it 

would be inadmissible in a Florida court proceeding. see S 

120.58(l)(a), Florida Statutes (1987). 

17. Florida • s Evidence Code provides that a court may 

take judicial notice of a number of matters or documents, 

including but not limited to the records of any Florida court 

i ncluding its own records. SAA S 90.202, Florida Statutes 

(1987) . In fact, a court must take judicial notice of the 

reco rd of a particular matter or proceeding if a party requests 

it and (1) gives each opposing party timely written notice of 

the request so that each opposing partJ can prepare to meet the 

request, and (2) furnishes the court w. th sufficient information 

to enable it to take judicial noti~~ of the matter or 

documents. £ee S 90 .203, Florida Statutes (1987). 

18. Since a court can take judicial notice of its own 

records from prior matters and of administrative agency records, 

the Commission can similarly take official notice of prior 

proceedings before it. ~ Florida Administrative Code Rule 

25-22.048(3); u.e Al.&..c. S 120 . 54(6), Florida Statutes (1987) (in 

ru lema king proceeding, administrative agency may recognize any 

material which may be judicially noticed); Flor ida 

Administrative Code Rule 221-6.020 (DOAH rule that hear ing 

officer may take offici a 1 recognition of any matters which may 

be judicially noticed). In this regard, the Florida APA 

specifi c ally outlines the procedure a party is to follow i n 

- 7 -



requesting an administrative agency to officially recognize 

certain documents: a party can request that an administrative 

agency officially recognize certain documents, provided that the 

other parties receive notice of the request and have an 

opportunity to examine and contest the material. Sae S 120.61, 

Florida Statutes ( 1987). Moreover, the APA expressly provides 

that documents or materials officially recognized are part of 

the record and can be the bases of findings of fact. SAe S 

120.57(l)(b)6, 8, Florida Statutes (1987). 

19. Here, all the documents comprising the enclosed 

Notebook are part of the record of a prior Commission 

proceeding . As a result, the Corm,ission can officially 

recognize the documents comprising the enclosed Notebook. 

WHEREFORE, FPL respectfully requests the Commission to 

officially recognize the documents comprising the Notebook 

enclosed with this Motion, and that documents in the Notebook, 

an index of which is attached as Attachment A to this Motion, be 

incorporated into the record in this matter. 

Respectfully submitted, 

STEEL HECTOR & DAVIS 
215 South Monroe 
Suite 601 
Tallahassee, Florida 32301-1804 

Attorneys for Florida Power 
& Light Company 

By= ----~.az~~~JJL-..Q.IIii~~"-----
Charles A.~on 
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A'rl'ACHMDT A 

Oil Backout Rule AdoptiOD aa4 A .. DdRIDt 

A. Oil Backout Rule: 25-17.016 F.A.C. 

B. Order Proposing Oi 1 Backout Rule: Order No. 103631 Docket 
No. 8102411 Issued November 30, 1981 

c. Order Adopting Oil Backout Rule: Order No. 105541 Docket 
No. 8102411 Issued January 29, 1982 

o. Order Proposing Oil Backout Rule Amendment: Order No. 
10932 I Docket No. 820257-EU(Rk>), Issued June 24, 1982 

E. Order AdoptinQ Oil Backout t ule Amendment: Order No. 111881 
Docket No. 820257-!U, Issued ~ptember 23, 1982 

PPL's Oil Backout Qualificatioa 

F. Order Granting FIPUG Intervention: Order No. 10901 I Docket 
No. 820155-EU(IN), Issued June 17, 1982 

G. Order Granting Qualification: Order No. 112171 Docket No . 
820155-EU, Issued October 1, 1982 

H. Order Denying FIPUG and Public Counsel Reconsideration, 
Order No. 11537, Docket Ro. 820155-EU, Issued January 24 I 

1983 

FPL's Iaitial Oil Backout Coat a.coverr 

I . Order Authorizing Initial FPL Oil Backout Cost Recovery: 
Order No. 11210 (pp.7-11), Docket No. 820001-EU, September 
29, 1982 

Floric!a Suprflll8 Court Decieioa AffhwiDCJ ~iseioD Orc!ers 
ApproviDCJ l"PL Oil Backout Project Qualificatioo AD4 Cost 
Recovery 

J. Citizens y . pgblic Service Co .. iaaion, 448 So.2d 1024 (F~a. 
1984) 
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FPL Rate Case Ordera Addreaai119 Baae Rate ~tecovery Por Oil 
Backout Project Coata 

K. FPL's 1982 Rate Orc!er: Orc!er Mo. 11437 (pp. 1,10,42,43), 
Docket No. 820097-EU(CR), Issuec! December 22, 1982 

L. FPL's 1984 Rate Orc!er: Orc!er Mo. 13537 (pp. 1,60), Docket 
No. 830465-EI, Issuec! July 24, 1984 

Taz SaviDCJS Rule, Taz Saviaga Report Pora ADd FPL • s 1987 
Taz Savings Refund Pinal Order 

M. Commission's Tax Savings Rule: 25-14.003 F.A.C. 

N. Commission's 1987 Tax Savings Report Form anc! Instructions 

o. FPL's 1987 Tax Savings Refu~c! Final Orc!er: Orc!er No. 20659, 
Docket No . 880355-EI, Issues January 25, 1989 

P. 

eo.aission Recorda RelatiD\: To Various PIPUG Allegations 
and Ar:g .... nta 

Transcript 
reflecting 
Coneission 
prices. 

passages from prior Oil Backout proceec!ings 
the extent to which the partiee and the 

acknowlec!ged the uncertainty in predicting oi 1 

Q. Transcript passages reflecting the extent to which the 
parties and the Connissioners indicated that oil backout 
project qualification is based on uncertain fuel forecasts 
and, that forecasts should be conservative, but once it is 
determinec! that the primary purpose of a project is 
economic oil displacement and the project is qualified, 
project qualification i.a not to be revisited and recovery 
of the project through an Oil Backout Cost Recovery Factor 
is to continue even if projections prove to be incorrect. 

R. Transcript passages from prior Connission proceedings 
reflecting FIPUG 'I and Public Counsel's prior at tempt to 
establish that the primary purpose of FPl 's Oi 1 Backout 
Project is economic oil displacement and that FPL was 
recognizing improper Project benefits in its economic 
analysis of the Project. 

s . Transcript passages from prior Connission proceedings 
reflecting FIPUG's position that recovery of Oil Backout 
Project Costs and Coal By Wire COsts on an energy basis 
(t/kWh basis) is unfair and inappropriate. 
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ORIGJN:..t 
RLECOP1 

In re: Petition of the Florida ) 
Industrial Power Users Group ) 
to Discontinue Florida Power ) 
and Light Company's Oil Backout ) 
Cost Recovery Factor ) 
----------------------------> 

ISSUI 

Whether the Florida 

Docket Ro. 890148-EU 
Piled: August 18, 1989 

Public Service Connission 

( "Conwnission•) may officially reco ftiae the records, including 

evidence, orders , proceeding tran f"! ripta and agenda conference 

transcripts, of prior Commission dockets . 

SHORT MSIIIR 

The Commission may officially recognize the records of 

prior Commission dockets. All the documents which P'PL is 

requesting the PSC to officially recognize are part of the 

record of prior PSC dockets or are co ... ission rules, forms or 

records. As a result, the PSC should officially recognize the 

documents requested and these documents should be incorporated 

into the record of this matter as evidence which can be the 

bases of findings of fact. 
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LEGAL AMLYSIS 

A. The Commission May Officially Recognize Document~! 
in Proceedings Under §120.57. Florida Statutes 

Unlike rulemaking proceedings, the Florida 

Administrative Procedure Act (•AfA•) does not ezplicitly state 

what material an administrative agency ean officially recognize 

in proceedings which affect substantial interests. Compare 

§ 120. 54 ( 6), Florida Statutes ( 1987) Kith §120. 57, Florida 

Statutes (1987) . Rather , the provisions of §120.57, Florida 

Statutes simply provide that materials officially recognized are 

part of the record, AJ1.tt §120. 57( 1) (b) 6, Florida Statutes, and 

that materials officially recognized can be the bases of 

findings of fact, AAA Sl20.57(l)(b, 8. 

B . At a Minimum, The Co.'Jilission May Officially 
Recognize all Materia ~ or Matters 
That a Florida Court C£0 Judicially Hotice 

The APA ezplicitly states that, in a rulemaking 

proceeding, an administrative a9ency can officially recognize 

all matters that may be judicially noticed . So §120. 54 ( 6). 

Although §120.57, Florida Statutes bas no such provision, in 

light of §120 . 54(6) it should be recognized that an 

administrative ag ncy in a §120.57 proceeding should similarly 

be able to officially recognize matters that may be judicially 

noticed. 

There is, however, more ezpress authority for arguing 

t hat an administrative agency in a §120.57 proceeding can 

off icially recognize all matters that. a Florida Court can 

- 2 -



judicially notice. The authority is a combination of the 

Commission's rules of procedure and the Florida Evidence Code. 

The Commission• s rules specifically provide that •any 

relevant evidence shall be admitted if it is the sort of 

evidence which is normally admissible in civil trials in Florida 

or which reasonably prudent persons are accustomed to relying 

upon in the conduct of their affairs.• &aa Florida 

Administrative Code Rule 25-22.048(3). In fact, the Florida 

Administrative Procedure Act (•APA•) provides that evidence may 

be admissible in an administrative proceedin9 even though it 

would be inadmissible in a Plot da court proceedinQ. SAe S 
120.58(l)(a), Florida Statutes (1987). A• a result, evidence 

that is admissible in Florida c~urt proceedings is clearly 

admissible in Commission proceedinQs. 

Florida's Evidence Code provides that a court may take 

judicia 1 notice of a number of matters or documents, including 

but not limited to the records of any Florida court, including 

its own records, and the official actions of any legislative 

departments of any state. SAa 5 90.202, Florida Statutes 

(1987). In fact, a court must take judicial notice of the 

record of a particular matter if a party requests it and ( 1) 

gives each opposing party timely written notice of the request 

so that each opposing party can prepare to meet the request, and 

(2) furnishes the court with sufficient information to enable it 
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to take judicial notice of the matter or documents. s.u. s 
90 . 203 , Florida Statutes (1987). 

Since matters judicially noticed are admissible a~ 

evidence in Florida court s, the same matters are therefore 

admissible as evidence in Coanission proceedin9s. bA Florida 

Administrative Code Rule 25-22. 048(3). •official recoonition• 

is the procedural mechanism for oettino these matters into 

evidence. SAil .a.l.AQ. Florida Adminiatrative Code Rule 221-6.020 

(DOAH rule that hearino officer may take official recoonition of 

any matters which may be judicially noticed) . 

c. The Commission May L: ficially Recoonize 
The Recorda of Prior ~o .. iaaioo Qocketa 

FPL bas not found any Florida appellate cases decided 

after December 20, 1981,1 in which an administrative agency 

took official notice of records of administrative hearings 

conducted by the same aoency. Howeve r, it is clear that the 

Commission can officially reco9nize matters which a Florida 

court can j udicially notice. Since a Florida court can 

j ud i cially notice its own records, records of other courts and 

of f i cia l actions of any legislative departments, the Commiss i on 

l The s ignificance of this date is 
infra . 
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should similarly be able to officially recognize its own 

records. Case law bears this out. 

It is well settled in Florida that a court can 

judicially notice the record of a prior, different court 

proceeding. &&A, ~~ Southern California Fupding Inc. y. 

Hutto, 438 So.2d 426, 430 (Pla. 1st DCA 1983) (court took 

judicial notice of portions of a certified copy of a deposition 

filed in another court proceeding). It is equally well settled 

in Florida that a court can judicially notice legislative 

records. S.U, tt....S4. 1 Ellsworth y. In1. Co. of 11. Amer., 508 

So.2d 395, 398 (Fla. 1st DCA 1987) (court recognized that trial 

court can judicially notice h . islative staff sUI'liDaries); 

Department of Health & Rehab. &ery. 11 . Shatto, 487 So.2d 1152, 

1153 (Fla. 1st DCA 1986) (court stated that •senate Staff 

Analysis and Economic Impact Statement• prepared by Senate staff 

members could be judicially noticed); Jacuonville Elec. Auth. 

v. Department of Reyenue, 487 So.2d 1350, 1353-54 (Fla. 1st DCA) 

(takin9 judicial notice of legislative records), review denied, 

492 So.2d 1331 (Pla . 1986). 

In Jacksonville Bloc. Autb . , the First District was 

concerned with learning the legislative intent of a particular 

statute. To assist it, the First District actually listened to 

the cassette tape of the proceedings before the Senate Committee 

on Ways and Means and reviewed the testimony of a number of 

legislators. Jacksonville Blec. Auth., 486 So.2d at 1354, 1354 
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n.7. As authority for its independent review of these matters, 

the First District stated that it could take judicial notice of 

the matters but cautioned that •such notice should be consistent 

with the provisions of section 90.203• ld. at 1354. 

In addition to taking judicial notice of the 

legislative documents and records described above, the Florida 

courts have also judicially noticed the records maintained by, 

and records of proceedings on file with, the Secretary of 

State . £e.e. Schriver y. tucur, 42 So.2d 707, 709 (Fla. 1949); 

State v. Simpson, 166 So. 277, 231 (Fla. 1935). And finally, 

the Florida Supreme Court has prev~ ously taken judicial notice 

of a Commission order. &aa Blair ;ogtracting Co. y. Mason, 211 

So . 2d 15, 18 (Fla. 1968). 

FPL's position also finds express support in both 

federal and other state opinions. &aa, ~, Paramount Ca Mfg. 

Co. y. National Labor Relations 84., 260 F.2d 109, 113 (8th Cir. 

1958) (administrative ac;rencies may take j udicial notice of i ts 

own records); Interstate lat. Gas Co. y. &outhero Califorgia Gas 

eo..._ , 209 F.2d 380, 385 (9th Cir. 1953) (•we may take judicial 

not ice of records and reports of administrative bodies.•); Unruh 

v . Truck Ins . Exchange, 102 Cal. Rptr. 815, 827 n.l3 (Cal . 1972) 

(en hanc) (court took judicial notice of the record of the 

proceedi ng s before administrative agency). Noticeably, in 

Paramount Cap Mf g . Co . , s upra, the Bi ght Circuit Court of 

Appeals found it significant t ha t t he part ies to the p r oceedi ng 
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before it were the same parties to the proceeding of which the 

court was requested to take judicial notice. In addition, the 

court found significant the fact that the parties therefore had 

the opportunity to present witnesses and cross-examine opposing 

witnesses . Paramount Cap Mfg. Co., 2609 F . 2d at 113. ·r·he 

reliability of hearings or proceedings •where the testimony has 

been made under oath and the parties have had the right of 

cross-examination• was also significant in the First District's 

opinion in General Development Corp. y. Florida Land and Water 

Adjudicatory Cogm•n, 368 So.2d 1323, 1325-26 (Fla. 1st DCA 1979) 

(cited with approval in Transgult Pipeline y. Bd· of County 

Commissioner's, 438 So.2d 876, £78-79 (Fla. lat DCA 1983)) . 

There, the Firat District stated tha t if those safeguards are 

present, the •testimony and exhibits presented at the [local] 

hearing should be admitted into evidence at the 120.57 hearia.~ 

before the Commission.• General Qeyelopment, 368 So.2d at 

1326. Since mutuality of parties, mutuality of issues and 

"sworn testimony subject to cross-examination• existed in the 

prior Commission hearinqs which FPL is requesting the Commission 

to officially recognize, the above cases lend support to our 

argument. 

Based on the case law discussed above, an 

administrative agency may officially recognize its own records 

from prior hearings or proceedings before it. Applying the 

pr inc iple to this case , the Commission may officially recognize 
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the records of pr i or Commission dockets provided FPL follows the 

notice requirements of §120.61, Florida Statutes (1987). 

D. The Documents FPL Wants The Commission To 
Officially Recognize Are All Part of 
The Records of Prior Commission Pockets 

All the documents which FPL wants the Commission to 

officially recognize are part of the formal record of prior 

Commission dockets. Official transcripts of the various 

proceedings are part of the record. &u, A.....S~...L· §120 . 57(l)(b)6 

(official transcript is part of record of §120. 57 proceeding). 

The various orders entered by the Commission, Connission rules 

and agenda conference transcripts .1imilarly constitute part of 

the record of a particular Commission ~tvceeding or docket . 

As a result, these documents are materials or matters 

which the Commission may officially recognize, which should be 

incorporated into the record in this matter as evidence, and 

which can form the bases of findings of facts. 

E. Contrary Case Law is Distinguishable 

There is case law suggesting that the Commission can 

ta ke " judicial notice• of its own decisions but cannot take 

j udicial notice of the evidence upon which those decisions are 

based . ~ Uni t ed Telephone Co. y. Mayo, 345 So.2d 648, 652 - 53 

(Fl a. 1977). However, the basis for the Supreme Court's 

state men t s was Florida Administrative Code Rule 25-2.111, a 
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Commission rule which was repealed on December 20, 1981. 

Consequently, all opinions issued prior to 1982 suggesting that 

the Commission cannot officially recognize its own records -

othe r t han orders 

dist i ngui shable.2 

or evidence from prior dockets are 

It i s also important to note that despite the existence 

of Flor i da Administ r ative Code Rule 25-2.111 the Florida Supreme 

Court in Mug, actually affir-d the Connission • s decision to 

off i c i ally notice evidence from a prior Commission docket. ld. 

at 653. Specif i cally, the Court at•ted: 

It ia true that t ia action of the 
Commi ssion was irregular However, this 
Court will not overturn ~he Commission's 
order merely becauae it failed to comply with 
its own evidentiary rule. In American Perm 
Li nes v . Black Ball Freight, 397 u . s. 532, 
539, 90 s .ct. 1288, 1292, 25 L.Bd . 2d 547 
( 1970), the United States Supreme Court 
articulated the general rule that: 

•[i)t is always within the discretion of 
a court or an adainiatrative agency to 
relax or modify ita procedural rules 
adopted for the orderly transaction of 
busi ness before it when in a given case 
the ends of justice require it. The 

2 Florida Admini str at i ve Code Rule 25-2.111 , which was 
repealed, actually conformed to Florida case law existing prior 
to t he establishment of t he Fl ori da Evidence Code. S.U, tL.,SL_, 
Kelly y. Kelly, 75 So. 2d 191 (Pla. 1954). It makes sense, 
t herefore, that t his l ocal Commi s a ion rule was repealed and that 
the new Commission procedural rules adopted conform to the more 
li beral and expansive j udi c ia l notice provisions of §90 . 202, 
Florida Statutes. 
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action of either in such a case is not 
reviewable except upon a showing of 
substantial prejudice to the complaining 
party." NLRB v. Monsanto Chemical Co., 
205 F.2d 763, 764. 

United has not shown that it has been 
substantially prejudiced by the Connission • s 
failure to observe its own evidentiary 
rules. United was an intervenor in the 
Southern Bell Telephone docket and therefore 
had the opportunity to shape the record. 
Furthermore , the Connission • s own rules show 
that it does not intend to be bound strictly 
by procedural rules. To illustrate, Florida 
Administrative Code Rule 25-113 states that 
"exclusionary rules of evidence shall not be 
used to prevent the receipt of evidence 
having substantial probdtive effect . " 

Because petitioner ~as a participating 
intervenor in the docket where the evidence 
relied upon was developed, we cannot say that 
it was substantially pLejudiced by the 
Conrnission • s action. Absent .:h .. h a showing, 
this Court cannot overturn the decision of an 
administrative agency. 

CONCLUSION 

Based on a review of the applicable statutes and 

Flo rida c ase law, the Conrnission may officially recognize the 

documents which FPL has requested it to officially recognize 

pursuant to §120.61 , Florida Statutes (1987) . 

Respectfully submitted, 

STEEL HECTOR & DAVIS 
215 South Monroe Street 
Sui te 601 
Ta llahassee , Florida 32301-1804 
Attorneys for Florida Power 

& Light Company 

By: ~ ~~~ 
Char les A. Gu n 
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BDOitB 'I'D PLOU!a PUBLIC Wt1C2 ~ USSIO. 

In re: Petition of the Florida 
Industrial Power Users Group 
to Discontinue Florida Power 
& Li ght Company's Oil Backout 
Cost Recovery Factor 

) 
) 
) 
) 
) 

Docket Mo. 8901•8-BI 

CQTIPICATI OP SDYICI 

I HEREBY CERTIFY that on the 18th day of Auvust, 1989, 

a true and correct copy of Florida Power & Li9ht Company's 

Motion to Take Official Recovnition and the Le9al Memorandum in 

Support of Florida Power ' Li9bt Co~eny•a Motion to Take 

Official Notice were served by band delivery• and by Federal 

Express delivery** on the peraonu listed below. The Notebook 

with the documents to be officia \ ly recovnized was served on 

August 17, 1989 by hand delivery ~ •nd by Federal Express 

delivery** on the persons listed below. 

Joseph A. McGlothlin, Esq. * 
Lawson, McWhirter, Grandoff 

& Reeves 
522 East Park Avenue 
Suite 200 
Tallahassee, FL 32301 

Marsha Rule, Esq. • 
Division of Legal Services 
Florida Public Service Commission 
101 E. Gaines Street 
Tallahassee, FL 32399 

Jack Shreve, Esq. • 
John Roger Howe, Esq. • 
Office of the Public Counsel 
624 Fuller Warren Building 
202 Blount Street 
Tallahas see, FL 32301 

Gail P. Pels, Esq. •• 
Aasi tent County Attorney 
Metro-Dade County 
111 R.W. First Street 
Suite 2810 
Miami, Florida 33128-1993 


