BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In Re: Investigation into DOCKET NO. 940621-EI
Currently Authorized Return on
Equity and Earnings of Florida

Power Corporation

)
)
)
)
In Re: Petition for ) DOCKET NO. 930867-EI
Authorization to Implement a ) ORDER NO. PSC-94-0852-FOF-EI
Self-Insurance Program for Storm ) ISSUED: July 13, 1994
Damage to its Transmission and )
Distribution (T & D) Lines and )
to Increase Annual Storm Damage )
Expense by Florida Fower )
Corporation )

)

The following Commissioners participated in the disposition of
this matter:

J. TERRY DEASON, Chairman
SUSAN F. CLARK
JULIA L. JOHNSON
DIANE K. KIESLING

NOTICE OF PROPOSED AGENCY ACTION
ORDER ESTABLISHING EARNINGS CAP FOR 1994, ACCELERATIN
R ATION NCREAS ORM DAMAGE RESERVE

BY THE COMMISSION:

Notice is hereby given by the Florida Public Service
Commission that the action discussed herein is preliminary in
nature and will become final unless a person whose interests are
substantially affected files a petition for formal proceeding
pursuant to Rule 25-22.029, Florida Administrative Code.

On May 20, 1994, Florida Power Corporation (FPC), the Office
of Public Counsel (OPC) and Staff participated in a conference call
to discuss FPC's currently authorized return on equity (ROE) and
earnings. As a result of that meeting and subsequent discussions,
FPC filed a formal proposal on June 9, 1994. This proposal is
appended to this Order as "Attachment A". FPC proposes to cap its
1994 earnings at a 12.50% ROE, to apply any overearnings to first
accelerate the Sebring going concern value and then increase the
storm damage accrual, and to permanently increase its storm damage
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accrual to $6,000,000 annually effective January 1, 1994. The
proposal is only valid if accepted in its entirety.

The Sebring going concern value is currently being amortized
over a four year period. If the acceleration of the Sebring
amortization is insufficient to reduce the 1994 achieved ROE to
12.50%, additional storm damage expense will be recognized in order
to achieve the 12.50% ROE. The cap is below the top of FPC's
currently authorized range of 13.00%. Within the context of FPC's
total offer and the fact that approval of the offer will save
litigation costs if the order is not protested, we find the ROE cap
of 12.50% and the contingent proposal to accelerate the
amortization of the Sebring going concern value/recognize
additional storm damage expense to be reasonable and hereby approve
the proposal.

FPC has also offered to permanently increase its annual storm
damage accrual from $3,000,000 to $6,000,000, effective January 1,
1994. The appropriate storm damage accrual level is currently
under review in Docket No. 930867-EI. A study has been submitted
in that docket and our review of that study indicates that an
increase above the current $3,000,000 annual accrual is needed.
Accordingly, we find that FPC's proposal to permanently increase
its storm damage accrual is reasonable and hereby approve the
proposal.

It is therefore,

ORDERED that FPC's June 19, 1994 proposal to cap its 1994
earnings at 12.5%, apply any amount in excess of that level to the
Sebring going concern amortization/storm damage expense and
permanently increase its storm damage expense accrual to $6,000,000
effective January 1, 1994 is approved. It is further

ORDERED that Docket No. 930867-EI and Docket No. 940621-EI
shall be closed if no substantially affected person timely files a
protest to this proposed agency action.
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By ORDER of the Florida Public Service Commission, this 13th
day of July, 1994.

]
AJ/ .fi\ ’
QQA«/J& 3 ey, 47 1] 0

BLANCA S. BAYO, Director
Division of Records and Reporting

( SEAL)

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

The action proposed herein is preliminary in nature and will
not become effective or final, except as provided by Rule
25-22.029, Florida Administrative Code. Any person whose
substantial interests are affected by the action proposed by this
order may file a petition for a formal proceeding, as provided by
Rule 25-22.029(4), Florida Administrative Ccde, in the form
provided by Rule 25-22.036(7)(a) and (f), Florida Administrative
Code. This petition must be received by the Director, Division of
Records and Reporting, 101 East Gaines Street, Tallahassee, Florida
32399-0870, by the close of business on Augqust 3, 1994.

In the absence of such a petition, this order shall become
effective on the day subsequent to the above date as provided by
Rule 25-22.029(6), Florida Administrative Code.

Any objection or protest filed in this docket before the
issuance date of this order is considered abandoned unless it
satisfies the foregoing conditions and is renewed within the
specified protest period.

If this order becomes final and effective on the date
described above, any party adversely affected may request judicial
review by the Florida Supreme Court in the case of an electric, gas
or telephone utility or by the First District Court of Appeal in
the case of a water or wastewater utility by filing a notice of
appeal with the Director, Division of Records and Reporting and
filing a copy of the notice of appeal and the filing fee with the
appropriate court. This filing must be completed within thirty
(30) days of the effective date of this order, pursuant to Rule
9.110, Florida Rules of Appellate Procedure. The notice of appeal
must be in the form specified in Rule 9.900(a), Florida Rules of
Appellate Procedure.
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CIRPORATION ‘ JOHN SCARDING, JR.

Wice Presidern and Cootrade

June 9, 1994

Mz, Timothy Devlin, Directer

Divisicn of Anditing 10d Financial Analysis
Florida Pobiic Service Commission

10! East Caines Street

Tellahasse=, Floride 32399

Re: Tlorida Power Financial Performance - Update
Dear M=, Devlin:

As » resuit of a rscent telephane conversation betwesn Ms. Beth Salak and myself,
[ am sbmitting this correspondeace in arder to replace the Company’s original
response to Staff’s concerns cn FPC's financial performance, dated Juge 3, 1854,

Stafs proposed 12.5% cap on ROE

Florida Power will agres that the Company’s regulatory remrn on equity (ROE)
for 1994 not exceed 12.50%, caiculstad on an *FPSC adjusted” bagis. In sddition,
the Company's currently authorized range of 11% - 13% for retwrn on equity
wenld remzin intact and would rever: to being the basis for measuring ecimeved
regulatory sesolts in celender year 1995 and beyomd. It is Flarida Power's
understanding from our telephone conference that il reasorable and prucent
expenses weuld be allowed in the calculation of the return on equity even If the
expense Was considered nom recurring, Le. expenses recorded for exly out
;mgmm,ud&mm:djvstm:mwculdb:mndefcratmmﬂm:h:.

In the event the Company’s ROE for 1954 excesds 12.50%, the amortization of
the Sebring going copcern vaiue will be accsfersted, If amcrtizaton of the ente
Sebring goizg concern value is cot sufficient 1o recuce the 1994 achicved ROE =
12.50%, Florida Power tgrees o tecngmze edcitional storm damage expease in
crder 1o acHieve 12.50%. Also, itis the Company’s understanding that afier the
Decemrer 1994 Surveillance Package is submitted, the FPSC Starf would audit
the results 1nd prepars 2 recommendation based on their findings.

GENERAL ORACE
31 Tyl 2l Sad o Per e fax WOAT ¢ R MWareug R T4 ¢ 12 w0l 0 o BT R
A Fonza Pragrexz Camgany
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Re: Florida Power Financial Performsmce - Update

Staff"s proposed Sebring "going concern” write-off

Florda Power will agree to acoslerate the write—off of the Sebring going conc=n
vahmasr:qu:st:dbySmfzomzaxmmtthompuy's 1954 return on equicy
exceads the limitation described sbove.

Staff’s proposed storm damage accrual

Florida Powes is willing to increase the ennual storm damage acual to 56.0
miilion. The sevised annnal sccrual was determined by supplementing the sverage
expested anneal storm damsge from the Company’s study ($+4.3 miilion) with the
most recent S-yesr sverage damage (o the Company's sysizm cansed by 205 of

nature cther than murcxnes ($1.7 million). Examples of other acts of aamure
include tormedes, storm of the ceamury and the seaweed incident.

The annnal scernal would became effective Jamuary |, 1994 gnd would remeia in
piacs updl such time as the FPSC anthorizes 2 change in the annuel accrual. The
Camrpany requests that gur agresment result in the closing of Dock=t No. 920867-
=I, Authcrizadon to implement 2 self insurance reserve for storm damage.

It is the Company’s intention that the sbave responses be considersd by Sef in
the aggr=gatz ind that accegtance of one response with modifications to the other
responses will not te accepuable.

If you have any questions, 1 would be pleased to discuss them with you in grsater
detail Tlease fe=l free o comact me in this regarc.

ce: Mr. Reger Howe, Oce of Public Counsel

etepdliornem s dn
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RORDA POWER CORPORATION
SUMMARY OF FPSC CONFERENCE CALL
MAY 20, 1284

e FPSC STAFF OFFICE OF PUBLIG COUKSE.
John Sesrddng, Jr Beth Salak Oale Msithiot Ewqw Hows
Dayid P. Dsvels Arn Caussaaux John Slemkewdsr

Andrew Maurey Pat Les

Jomes Bremsn  Cenre Kummer

A Zmhene confermnca was bed in the meming of May 20 with the aceve irted peopls in aftendamca The
s=nfaence was requestsd by FPSC Staff for the purpssa of identifying thraa major concerns affecting Flonda Fower's
srrent fmenzial performance. The Staif's reguest was promgted by the 7PSC decison to lewer TECO" adowed
range on Cemmen Equity 2 Octziwr 1893, a3 wad a3 =ompareble actions with comoanies In the telscomvmunizations
wnd axural gas ndustries. Toe Stff her eguested the Company to respond & witing to tha propazal by Fridzy
Jone 1

Tha tires cancams raied by the FFSC Strff e Etwd o folowa:
RETURN ON EDUITY - F3QPOSED CAP AT 12.50% FPSC Adusted Basa)

The Earrings Cap weould ezly mply to calendar yaar 1994 resiite 2x regortad i the Company’s menthly srvefance
peskaes fled with the FPSC. The Cempany's sumrs. o2oi7v wonge of S of 11% - 10% wouid reman Ftact,
Aftar the Campany susmis ity Dscamber 1884 Survediance Packsge, (e FPSC Staff would audit e resaits and
prenars @ reommandsticn baed on thelr findings, Ths Staff indicated thar il rmusonable and prudem eomnser
woud 5 alzwed N the aaledston of the Retum an Esuity even if the expenss was considerec nen recmizg In
agdmien n¢ edfustmat woold be mads for abnonnai westher. ,

FPIC Staff Pesitior

Flards Prwer's retwn o squty 43 reportsd oo an FPSC Adjusted bess e excaeded the aothoriiad mo pomii of
17% tnc March 1993, The Staff faht commaled o mupese an Sambngs Cuo for Reorida Pawer it smaiaing
curremt capital markst trecss and cmderny the GULItencng samings agresment it Unitsd Telephone and the recant
action on Te£Q's alowsd range oo ROE  The Staff siss indicstad that 1 15 asis point pramium to scxrawkedge
tha incaased fisk Setween tha Company and TESO was ‘actorsd imto the éetammnaten of tha prozeses 1250%
saTIngs c1z.
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FLORMA PUWER CORFORATION
SUMKARY OF FPSC CONFEERNCE CALL
" MAY 20, 18%4

SESEHE GOINE CONCESNW VALUE - WRITE OF ™ 1884
The emmecesd imamartired balancs of $32.2 millon st Oacemos! 21, 1984 would be wntten off i 1684 businues.

The impsct on ratam on aquity 8 approxmately 14 Basis pelngs.

FPSC Staif Position:
The Staff Saleves that the Going Concern Vains is of Itte siificance t the Company amd seuld be wmitten off
b 1884 busness. Alss, an immeciate write off would bansfit foture eamings ard placs the Company I @ mor
eomaetitivs jostion,

STORM DNAMAEE ACCRUAL . CURRENT ACCRUAL UNDERSTATE]

Tha FPSC Staif presermed two scu2ses to ths Campany damonstrating their coacsrn that the curmmt snrmal acorvai
+f $2.0 milien is oo low, The fost scenario would require the Company to icreass the rovel accrual aver dms
by $1.3 milken i ercer to caver the avmage axzected armual damage of $4.3 milisn. The gesond scenarc (werst
cess) would require the Oimpany to iporeass the atneel sccral o 4102 miien in orsx 1o cover the verage
opected mumal damage of $4.3 milion and bald & ressrve aquel 3 prior swrasee tevel of $20 ollan o 10 yan.

FPSC 3taff Pesitior

Ths Sttt Seleves that ¢ storm damags rassrve chotid cover Soth sparating 4nd capital axporrey and a3 3 resull
sonutracesd ther schedides srmarng the Company’s annuai scxrual of $3 millon Q&M anlyj to the averags
ppectsd anmal damuge amount of 4.3 milion D&M e Capita). The Company impressed tpen Staif that it was
aqt oL imtartien to bud 1 reserve incting cagitsl becausa past practce hay always fnemsed o 0&M ealy coe t=
the neosistent emaimcs ad dlso Secawse mcrwmantal ceoftal dallare incamed to reston T syiem would k2
raeaiered through futes denacintion rates. The drcosmion thes focused on the fzsue of mtergecerational ecwTy
¥ hre mstomes wery sskad 1 compensazz the Company for séw plant as well a3 the unecoversd perticn of
plart damesed dus to a humicens. Thu Staff ks alto cncemsd ot vallehfity of funide to rattore the svstem and
at wher pem the Campey shoud consider conventing from n enfimded (reravE 6 & funves riserve,  Foely, the
Company remnzed Biaff dhat the decarion to utlie 2 telf psuanse fESOE WS medlcated on eeshomics anc If an
annuaf expuass noreesa i 410 mon were proposed. Wi wauld pursts remstating ao mewancs poircies at 1 lowes
mnul egenan

ra

e 30 b petmmn st
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