
BEFORE THE FLORI DA PUBLIC SERVICE COMMISSION 

In Re: Petitio n for a rate 
increase by Florida Power 
Corporation . 

DOCKET NO. 910890 - EI 
ORDER NO. PSC-92 - 0208 - FOF- EI 
ISSUED: 4 /14/92 

The following Commi ssioners participated i n the di~position o f 
this matter : 

THOMAS M. BEARD, Chairman 
SUSAN F. CLARK 
J. TERRY DEASON 

BETTY EASLEY 
LUIS J. LAUREDO 

ORDER SUSPENPING PROPOSED &ATE 
SCHEPVLES AND GRANTING INTERIM RATE RELIEF 

BY THE COMMISSION: 

1. Suspension of Proposed Rates 

FPC filed its peti tion, testimony and m~n~mum fil i ng 
requirements (MPRs) on January 31, 1992. The Company has r e quested 
a total permanent rate increase of $145,853,000 based on proj e cted 
t est years of 1992 and 1993. The r e quested incre ase would be 
implemented in several steps and includes a proposed $9 , 9 90, 000 
r e ward for excellent performance . The request is base d on a 13. 60% 
r eturn on common equity . 

Th~ r equest may be summarized as f ollows : 
(000) 

RATE BASE 
REQUIRED ROR 
REQUIRED NOI 
ACHIEVED NOI 
NOI DEFICIENCY 
NO! MULTIPLIER 
REVENUE DEFICIENCY 
PERFORMANCE RgWARD 
TOTAL INCReASE 

~ 
$3,006 , 775 

X 9 .24\ 
277,826 

(216 . 611) 
61,215 

X 1.607828 
98 , 427 

9. 669 
$108.096 

.ull 
$3, 211,239 

X 9 . 30\ 
298,645 

(214 . 1 44 ) 
84,501 

X 1.607828 
1 35,863 

9 . 990 
$14 5 .853 

1Y9 3 
INCREMENT 

$37,436 
321 

$37.757 
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Inasmuch as FPC's requested permanent rate relief is based on 
two projected test years {1992 and 1993), we he reby suspend the 
requested permanent rate schedules to allow our~elves and 
intervenors sufficient time to adequately investigate wh~ther the 
request for permanent rate relief is supported by competent and 
substan ial evidence. 

2 . Interim Test Year 

Section 366.071(5) (a), Florida Statutes , requires the us to 
determine any i nterim revenue deficiency by calculating the 
difference between the achieved rate of return and the required 
rate of return . Section 366.071{5) {b)1. defines the a chieved rate 
of return as the rate of return earned during the most rece n t 12-
month period . 

Given the lead time that is required to analyze a1d 
appropriately adjust an interim test year and to develop the 
interim MFRs, there is necessarily a lag between the monLh on which 
the interim rate relief request is based and the month when the 
request is actually filed . In this case , the requesL f or interi~ 
rate relief was filed on January 31, 1992, which is only 61 days 
after the after the end of the interim test year based o n the 12-
month period ending November 30, 1991. 

We find that the interim test year selected by FPC is in 
compliance with the interim test year statute and it is the most 
rece nt test year that could have been reasonably included in FPC's 
January 31, 1992 filing . 

3 . Interim Rate Base 

FPC has proposed an interim test year average rate base of 
$2 , 960 ,708 , 000. We have reviewed the Company's interim fil ing and 
the company 's adjustments appear to be consistent with those 
utilized in Docket Nos. 870220 - EI and 8304 70- EI. There f ore , we 
approve the interim rate base as filed. {Attachment 1) 

4. Interim Return on Equity . nd Oyerall Rate of Return 

FPC has proposed an interim return on equity of 12. 60\ and a 
required overall rate of return of 8.57\. The Company's last r~te 
case (Docket No. 870220 - EI) was in 1987. The return on equ~ty 
(ROE ) approved in that docket fell within the range of 12.60\ to 
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13.60%. The 12.60\ was established as the rate setting po1nt and 
represented the "floor" of the allowed range. The 13. 60t was 
established as the midpoint for surveillance purposes and 
represented the "ceiling" of the allowed range. The appropriate 
ROE to use i n a proceeding for an interim increase is the minimum 
of the range of the last authorized ROE established in the most 
recent rate case of the utility. Both the Company and this 
Commission used the minimum of the last authorized range of 12.60\ 
to calculate the overall rate of return. 

We agree with all of the component cost rates proposed by the 
Company with the exception of the cost rate for active Customer 
Deposits. In its filing, the Company used an 8.12\ cost rate that 
r epresented the weighted average cost of active residential and 
commercial Customer Deposits. We used a cost rate ot 7.86\ which 
is the embedded cost of active CUstomer Deposits based on the 
information in the Company's filing. The method we used to 
calculate the cost rate is consistent with Lhe method used to 
derive the cost rate in the last rate case. We applied an ROE of 
12.60\, along with the actual cost rates of the Company's other 
sources of capital, to the capital components to determine an 
appropriate overall rate of return of 8. 56t. This figure is 1 
basis point less than the retutn of 8.57\ proposed by the Company . 

We made the same specific adjustments to the Common Equi~y. 
Preferred Equity, and Deferred Tax balances as proposed by the 
Company. These adjustments are consistent with the action taken in 
the last rate case (Order No. 18627, Docket No . 870220-EI). 
Finally , we made a pro rata adjustment across all s ources of 
capital to reconcile the capital structure with rate base. 

We will uae a return on equity of 12.60\ and an overall rate 
of return of 8.56\ for purposes of determining the interim 
increase. Attachment 3A details Staff's position which we adopt 
and Attachment 3B details the Company's position. 

5. O&M Expenses 

we have previously ruled that FPC's MFRs are deficl.ent, 
becaus~ justifications for the growth in O&M expenses for the years 
1984 through 1987 were not jncluded (see Order No. PSC-92 -0168- FOF­
EI, issued i n this docket on April 7, 1992) . 1984 was the test 
year utilizej i n Docket No. 830470-EI, the last rate case for FPC 
in whic h O&M expenses had been subject to full s c rutiny in 
evidentiary proceedings. Therefore , we have required that FPC's 
MFRs include justification for growth in O&.M expenses from 1984. 
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Nonetheless , we will make no adjustment in FPC's O&M expenses 
for interim purposes. The O&M benchmark is an analy tical tool and 
not an adjustme nt by itself . Amounts a b ov e the benchmark may not 
b e justified in one time period and justified i n a d ifferent time 
period because the nature of the underly ing expenses ~hange o ver 
time . An updated analysis of O&M for the inter im period would be 
necessary before maki ng any adjustments. Generally, it is not 
practical to conduct suc h a study for inter1m. Any surrogate 
adjustment base d on past d isallowance would be arbitrary and 
assume s cont i nued imprudence. Therefore, we make no adjustments to 
FPC 's O&M expenses at this time. 

6 . Interim Tes t Year Net Operating Income 

FPC has proposed an interim test ye ar net operating income 
(NOI) of $234 , 376 , 000. We have r e v iewed the Company's interim 
filing and FPC's adjustments appear to be consistent with those 
utilized i n Docket Nos . 870220-EI and 834470- BI. 

However, the adj ustment to the cost rate for customer 
deposits results in an adjustme nt to income taxes to recognize the 
r eduction in the interest expense and the resulting increase in 
income taxes . The difference in the cost rates r esults in a 
$170,000 decrease in interest expense and a n i ncrease of $64,000 in 
income taxes due to the lowe r de duct ion for interest expense . 

After making this adjustment , the appropriate NOI is 
$234 , 312 , 000 . (Attachme nt 1) 

7. Rev e nue Expansion Factor 

FPC has proposed a rev e nue expansion factor of 1 . 632517. Per 
Order No . 25585, issued January 8, 1992 in Docket No . 911130-EI, we 
appr o ve d a revision to the regulatory assessment fee rate . 
Beginning on July 30 , 1992 , the rate is . 0833t as opposed to the 
.1250% :::-ate utilized in FPC's MFR filing , SCHEDULE G-37 . The 
revise d rate is applicable to payme nts made on that date and 
includes the entire time period that interim rates will be in 
effect . Substituting the . 0833t ra t e for the .1250t rate results 
in a s l ight decrease i n the r e venue expansion factor from 1.632517 
to 1. 631823 (Attachme nt 4) . 
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8 . I nterim Rate Increase 

FPC has r equested an interim rate increase of $31 , 601, 000 . 
Base d on the other issues previously discussed, the r eques t e d 
inte rim rate increase of $31,601,000 should b e reduced to 
$31,208,000 (a reduction of $393,000). (Attachme nt 5 ) 

9. Allocation of Interim Increase 

Any interim increase should be calculate d and a ppl i e d as a n 
equal percentage increase across all base rate c ha r ges, in 
acc o rdance with Rule 25-6.0435, with the exception of Servi ce 
Cha rges. Service Charges should be increased and r ounded to a n 
even $.50 increment in a manner which results in no more than t he 
ove rall percentage increase to service charges as a group, a s 
requested by the utility. 

Rule 25-6.0435 specifies how the amount o f i n terim relie 
granted is to be applied to rates. A p e r cen t age f actor is 
dete rmined by the ratio of the increase approve d to tota l base rate 
r e v e nue. That percentage increase shall be applied to each base 
rate charge , including service charges . The i ncreas e does not 
apply to fuel or e nergy cost conservation facto r s . The i ncrease 
requested by FPC resulted in a factor on 3 . 463 pe rcent. For t he 
inte rim increase we have authorized the f a cto r wou l d be 3 . 42 
p e r cent . 

The utility has proposed to apply the increase to service 
c harge s s o that the resulting increase is rounde d up to the near est 
$. 50 afte r application of the increase percentage . At the inte r im 
increase we have authorized the existing service c onnection c ha r ge 
of $15 . 60 would be increased by 3.42 percent to yie ld $16 . 13 . The 
$16. 13 would be rounded to $16.50 using the c ompany's p roposed 
methodology . 

All service charges would be adjusted so as to coll ect no mor e 
than the approved percentage increase in total servi c e c ha r ge 
r e ve nue . Service charge revenue is less than 4 pe r cen t o f total 
reve nue and involves one-time charges for specific services . 
Therefore a slightly different treatment doe s not significantly 
affe ct rate structure . Since the supporting documentation in t he 
rate case indicates that existing service charges may b e 
substantially below cost , a slightly higher than average interim 
increase in some of these charges is not likely to significantly 
overstate the cost. Therefore, we approve the utility's me thod o f 
allocating the interim increase to service charge s. 
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10. Interim Increase to be Held Subiect to Refund Under A CokPorate 
Undertaking. 

Section 366 . 071 (2} (c), Florida Statute s, reauires the 
Commission to determine whecher a corporate undertaking may be 
filed in lieu of a bond . It is normal Commission practice to al l ow 
electric utilities to hold interim rat e increases subject to refund 
under a corporate undertaking. There are not any factors in t h is 
case that would warrant a deviation from this practice. 

It is therefore 

ORDERED by the Florida Public Service Commission that che rate 
schedules filed by Florida Power Corporation on January 31 , 1992, 
providing for a permanent increase in annual revenue s of 
$145,853 , 000 be and the same are hereby suspended pending public 
hearings and a final order in this case. It is further 

ORDERED that the Request for Interim Increase filed by Flo rida 
Power Corporation is granted in part. Florida Power Corporaci on i s 
authorized to increase its rates and charges, on an interim basis 
and in conformance with this order, to generace addit ional a nnual 
r evenues of $31,208,000. It is further 

ORDERED that the interim increase authorized here in shall be 
reflected on bills rendered for meter readings taken on o r after 30 
days from the date of the Commission's decision, or April 23 , 1992. 
It is further 

ORDERED that the interim rates approved he rein are collected 
subject to refund, with interest, upon a corporate unde rtaki ng. 

By ORDER of the Florida Public Service Commi ssion, t h is ~ 
day of Apri l , ~· 

(SE A L) 

MAP :bmi 
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Commissioner Lauredo dissents co the overall decisio n 

Commissioner Deason dissents in part as follows: 

I would allow an interim increase of $23 , 155,000. This amount 
is based on making an adjustment consistent with the company's last 
(1983) rate case. An adjustment is required as ! read the interim 
statute . I would disallow only 1St of the overage in each category 
based on the aggregate disallowance rate for all O&M o verages in 
the last case. In following the d i ctates of the incerim stacute I 
believe this is as close as the Comm1ssion can come to making an 
O&M adjustment consistent with the last case. I do not believe 
that making no adjustment can be conscrued to be consistent wi th 
the requirements of the interim statute. 

NOTICE OF FURIHER PROCEEPINGS OR JUDICIAL REVI~ 

The Florida Public Service Commiss~on is required by Section 
120.59(4) , Florida Statutes, to notify parties of any 
administrative hearing or judicial review of Commission orders that: 
is available under Seccions 120 . 57 or 120.68, Florida StatuLes , as 
we ll as the procedures and time limits that apply. This notice 
should not be construed to mean all requests for an administrativ~ 
hearing or judicial review will be granted or result in the relief 
sought. 

Any party adversely affected by this order, which is 
preliminary , procedural or intermediate in nature, may r equest: 1 ) 
reconsideration within 10 days pursuant to Rule 25-22. 038 (2) , 
Florida Administrative Code , if issued by a Prehearing Of f icer; 2) 
reconsideration within 15 days pursuant to Rule 25 - 22.060 , Florida 
Administrative Code, if issued by the Commission; or 3) judicial 
review by the Florida Supreme Court , in the case of an electric , 
gas or telephone utility, or the First District Court of Appeal , in 
the case of a water or wastewater utility. A motion for 
reconsideration shall be filed with the Director, Division of 
Re cords and Reporting, in the form prescribed by Rule 25 - 22.060, 
Florida Administrative Code. Judicial review of a preliminar-.1, 
procedural or intermediate ruling or order is available if r e vie w 
of the. final action will not provide an adequate r emedy . Such 
review may be requested from the appropriate court, as described 
above, pursJant to Rule 9.100, Florida Rules of Appellate 
Procedur e . 
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