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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In Re: Investigation into 
CUrrently Authorized Return on 
Equity and Earnings of Florida 
Power Corporation 

) DOCKET NO. 940621-EI 
) 
) 
) 

------------~~----------------------> 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 F~wer ) 
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 OP PROPOSED AGENCY ACTION 
ORDER ESTABLISHING EARNINGS CAP FOR 1994, ACCELERATING 

AMORTIZATION AND INCREASING STORM 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 "Attachme nt 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. sot ROE. The cap is below the top of FPC's 
currently authorized range of 13.00%. Within the context of FPC's 
t otal offer and the fact that approval of the offer will s ave 
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 increa se 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 expen se and 
permanently incr ease its storm damage expense accrual to $6,000,000 
eff ective January 1, 1994 is approved. It is further 

ORDERED that Docket No. 930867-EI and Docket No. 940621-EI 
shall be closed if no subs tantially affected pe rson timely files a 
protest to this proposed agency action. 
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By ORDER of the Florida Public Service Commission, this ~ 
day of ~, ~. 

(SEAL) 

RVE 

I 

~/~ .;§ ~c' 
BLANCA S. BAYO, Director 
Division of Records and Reporting 
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NOTICE OF FUBTHEB PROCEEDINGS OR JUDICIAL REVIEW 

The Florida Public Serv ice 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 constr•1ed to mean all requests for an administrative 

hearing or judicial review will be granted or result in the relief 

sought. 

The action proposed he rein 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 Code, 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 August 3 , 1994. 

In the absence of such a petition, this order shall become 

effective on the day subs equent 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 i s renewed within the 

specified protest period. 

If this order becomes final and effective on the date 

described above, any party adversely affected may request j udicial 

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 mus t 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 o f 

Appellate Procedure. 
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ATTACHMENT A 

•.. , .. :-. . ·~ • •• 
~~~'!i 
Florida 
Power 
C~ lt,O ~A. TIO • 

Yfr. Tunotlly oolio, Dife-4-er 

June 9, 1994 

Divis:icn af Audi.ring Cld Fl.IWlcial Analym 
Flc:-=.J!1 ~iic Service Co!IlJilis.&.ion 
101 Em Game:s Street 
TtllaW!!e, Florida 32::99 

Re: Thr:da !'ower Fiwmcial Perfo~-Updaa! 

Deu M:. ~lin: 

JOHN ScAAoiNo, JR. 
"'-,.....,.. ... ~c.~, 

As a. :esul1 oft r!"'..en! telephone :onvmuion bc:twe:n Ms. 3dh Silik wei mysclf, 
I 1..t:t momit..ti.ng tbia ~nde:~ce ill artier to rcpl.a.ce tb.c Company's ocig:io.a.l 
ruponse to Sbif'l conc::rn.s c.n FPC's !3.mnc:Ul pcricl:n:ulc:, dated Jonc 3, 1994. 

Sbtr• proposed U..!% ap OD. .ROE 
Florida. Po~ will agre: that the Company's regolatory remrn an equity (ROE) 

far 1994nct e:xc::ed 12.50%, C11c,hted on ao 'FPSC atijnmd" bw. In l.dciition. 

the Compa.'lY' a currently autborized nnge of 1! %. - l3 % fer re~ on equity 

wcold =~~and WOtlld rever: to bcing ch.c basis for m.easur~ aclrievcrl 
regub.rory :e3nll3 in c:1endar yeu 199S and beyond. It ia Florida Power'! 

u.nde::3tr.ri:ng from our telep.Oone conference that ail n::a.sona.b.le and ~ 
expense3 wculd be allowed in the calc:W!.tion of the re:um on ~ity ~er, if the 
e:::tpe:ll!e W15 cooaidered non re:::ming, Le. c:xpe.-ues re=anied for e.uly out 
program, l!.!ld du:t n.o uijustm.e::ll would be made for .imamW wca.th.c-. 

In ~ e'Vent the Company'3 ROE fa: 1.994 ~ 11.50%, th.e arnortimion cf 

the Sebring gcing cooc::ro 'VIl!ue will be 3 .. c.:.:~Iemcd. If uncrri.zztion of~ eori:-:: 
Sebring goi::g :onc::11 vallle is coL suffieern: to reduce ~ 1994 :.c.iricved ROE ::::: 

U.!O%, ::ar.t:s Pawt:r tgrco to :-cc.;:>gmu tdctiona.l 'torm damage ape.::ISe i!l 
cr...::- to .~:.;~e l2.!0%. Also, il is rbc Comp&Ilj'3 ur.de~tan.di.llg :fw after :he 

Dec:mb:: 1994. Surve:il.l.anc: Pacl::age is submiaed., th.e PPSC Staff wouid audit 
!he re3ol~ s.ad prepar: 4 ~tion bud on !Uir finclng:s. 

a EN BAl. DfTU:f 
::m :Jr.t.1>1111 :IN I suu • lrr. C1DA k1 ~ • II.. hln:v;. Rno m:3-404Z • :rl:l -....::: • :a; St: al-'fll:l 

ARori"»_~~Y 
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P2.gl! 2 
Re: .Flo.ri.da Power Elnanctsl Perlornumce - Upciate 

St:a.1rs pro~d Sebrin: ":o.in~ concern• WI'itr-oli 

ATTACHMENT A 

Florid! ?ower will agree to u:.:!t:nr.e the wrif.o..<Jff of >he Sebring goi.:lg cmJ~ 

-nlue s.s ~ by Sed£ to the exteDt the Coi:JP8.IIY'S 1994 rem.rn on equicy 

~s the licn.iw:ion descied shove. 

Sta1!'! proposed ;torm d.:l.m.a.ge ll.CCI1Cll 

Flm::ic!a .?owe.: is willing to incre:l3e the r.nnual storm dm.age a.c=ual to S6. 0 

million. T.-:e rey;..!ed annn.al sc=ua.l W2! determind by lt:?Pl.e:nerug :he ~ve:-1ge 

c:xpe~ anntu! !tcml dam!ge from the Company's mdy ($4.3 !ciilion) with ili.e 

most rec::lt 5 -yeu !Vc=:tge ciJ.::age to the Coxnpany 'a S)'Sielll c:msed by ac::s ci 

nature othc:- tiiAn hu:n:ic:an:s (S1.7 million). Exaarp1cs oi other acts oi :1arure 

include II:!n!dcs, storm cf the c=nnrry and the sea we~ inc=..d!m. 

The aruuu.1 ar...~ would ~e ~ve ll!IIUlOj' 1, 1994 and would z-~ :.n 
pla.c: w:.ti! lUO time as the FPSC 111thoriz::s a change :.n the e.nruJ..2l e.c..-:ual. T.1e 

Complll? ~ue313 thJU our ~:nent re:nili in the closing of Dod::::: ~o. 930867-

E!, Al..Oo:iz:man to imple:n.e::t ! self i.o.rorulce reserve :·a:- sror::t damage. 

I.t is the Company's intention dl!.t the above r:spo03e3 be considc:=:d by Starr in 

the a~gate Ulci thai. ~;tanc: of one response 7litb. mociificatiom to the other 

respoll&e:S wiJl not be ac::::publ.e. 

If you n..~ z;;y questions, I would be pJea.sed to ci:i.scuss them wllh ycu in~ 

detaiL !".ease fed free to coma.a me in thia ~¢ 

Sinc:re.l y • 

c::: Mr. Reg-.: Eowe, OEc: cf ?ublic Counsel 
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ATTACHMENT A 

R.OR!DA POWB CORPORATION 
SUMMARY Of F?St CONFH!EICE C.W. 

P.C 
Jolrl s~. Jr 
David P. Oa'llll• 

MAY lO, 1B!l4 

fPSC STAFF 
Beth .Sal:k Oal• Yl•1ihat 
Ann Clii:$UUI Jell., Sl!mUwk:z 
Antlr!w Mwrr .'at l.JI 
Jmu Bremao Ccnn:• Kull'llll!!' 

DFTJCE OF PUBUC COUilSE.. 
Rovv Haw• 

A. ~noM ecnfsrr.a wu be:! in tlla Nm!:g cf .~y 20 with tlu aCCYr irud paopla in atten:ma. Tha 
:::lllier!OCI! wu ~cd by f?SC Suif for tha JI'JrpO"Ja of identifying tbru 1111jol conctr/U affcig tiD.ida Pawel' 
~t m£al ~na. Tht Staffs rtqUut t/U ~ by tha F?.iC c!sci.:on to lower iCCO't dawe~ 
range on Ccranon ~Idly ~ Oc:::.t 1 rn, u will u ::z:t;~vabla It" .1M a wit!: c:nviJ\Ies In tha :wlsccvr:ll:iutior~ 
111d U".lltll gas In~. T~~t ruff bu rlqiKI!d ~ ~ tD rt:;JOIIi ia ll1'i!:q !D that fll'Cpcwl !Jy Frid:y 
.bwl 

RETl.IRN ON EJlU!IT • PSOPO'SE) CAP AT 12. S£JC.4 IF?SC Ad"!'S!f Be# 
Tha EG.11P C19 wcu'd orJy l!);.y us ultnd:r yur 12~ rt2Uit! c. l"'!!olted i1 :he Co~cr(s rmnt.'lly ~ 
pt:ebga fW wr.h tlu F?SC. The Ce~y'' :'l.."'Ti' • • ; .. ;· ·;~~~ ~' .~fi[ cl 11':\ · 13% would rmoail m:ac-.. 
Att.r tiM C~y ,u=nm itJ 05CSIT1iier 1BS4 !~n~ Pa~9e. !bt frSC 3uff 'II'Wid auart :In rwu u~ 
pl1lln a ram.nrdrJ::n l:.t.a!d a:1 their fin~ -;;., sua in~rud t!11t d rwmabl• Mld pn:dli~ a;:mua 

wcu:d :a ~=Wid n 1111 :dclr.:~11 ot tl'.a Ratllt!l 011 E::lrirf mn rr me cq12r.oe wu Ctlllidefe!l nc:'l rr:..~ In 
•aa'itic:! ao ufjUStmant ;mUd be l'lloltl for &bncnn&l '1/0ilMl. 

F?3C SWfP~ 
F~ mnr'~ retarn a::J ~y u rEparud an 111 fPSC .\(juned be' h.-~d tm wmc;,;~ n d ~;;; ~f 
1 ~ lft:::l ~-~~~ lg;J, Tht Staf. f;lt c:ntc•llll :o ;:roDIIR an :.Uhqs c~ far Aorn!.a Power an. ~.g 
c:JITl!!t c:;citli mrbt ~ w =midarin; the 4'JUUIIciDQ umini}S agmment It Unitm:f T elepb011~ And dlt rec8ITt 

adm 1111 i"c:CO'e llowed r&n:JI :a ROE. The SUtf 1!1~ indit3t:Jd tlut & 15 W!r jXlart pnmum Ul acir.:noo1ge 
tT.a irrw.1= r.d: :atWII!J :1-.. C:C'Il!any md Tt:::J WIS 11t:Vm into :!11 4tUIT!'I\Jtl:n of t.ba ~r:~as~ 1 £.50~ 

ur.'ir~ c:a:. 
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ATTACHMENT A 

FLORIDA POWB CORF!lRAllON 
S2.111UlAHY OF fT'SC c:l HF.3RiCC CAll 

MAY 20, lSU 

SBRffi6 GOI~S CDNCBIJ VAUJE • WRITE Off IN 1!UI4. 

The e.ciOd IOIJ.'Tll:",l:l~ blla~ of t3.~ rillon At O.C.Wt: 31, 19S4 wvaJd ba writ:lr! :tt ~ 1994 !lu:inus. 

Tht im;l~ an ~ an lqcity is 1eprotinltiy 14 ~w ~clnt:. 

f?SC Stiff ?:::mJt: 
Th1 StJff bailms that :fie Goii!Q c,r.cam Vll!Ja ia of l r.!e cfqnffiW!Ce tD tlu Coll"ljlmy llld s::euld be 'Nritt111 ~t: 

In 1E94 tu:i.'lm. ;\It:, m ~tl Yrilr off woulo b.:•fit futul"! ~ ir.d Jll.a.ca :1-.t Co:r.pany in a Cl:ra 

~ltOttltiu ~en. 

SJORM D.I.!!UbE ACCaD!.L • CUBBM ACCRUAL UNOm'U!:::J 

Tha F?SC Suif pmerme rHo st.ie~ tD ths Corral)any a11110rutratln; tl!llir ~r:srn th2t :!Ia ;.:rrlllt annul ac:::t:ai 

:f 13.D rr..IDtn is ~ low. Tha iim =mario wa.sld ~ !.hr c~mpany tD fllcrun ~he lN!!!ai a=tW onr dms 

by :1...3 lll11lco !!! orur :o :::v.- du am•;• u:at:!:l ~mual ~anage of ~.J aiiion. The n::n~ ltaU.rio (~~tcr1t 

ce~) wcx.i~ 11~un th! ~~•rTY bl il:c-uu tha .!MUal ae:::111l :.0 11Q.2 lllnlicn i:J ocu: to cnu lb• av~;a 

tXpected 1111!1:3{ darnaga c;i ~4.3 aiiiitJn uvl bail~ I rmrtl le,Ud t!l ~riar ~at:ae !nd of f$0 :iirion 1n 10 rdrl. 

FPSC SUff ~ 
1lu !Ut1 bdiYI:I th«t a r'.am d~~r.z;a ras~rve "".oald CMr mil :par1%1::g Ubi~ ap=m and u ~ ruuJt 

CCW~a.tr.CJd tiler ~ t=ll;)lm; tha C~r.y't anJWii ac:::uaJ at ~ ai~hm (O&M mlyi :o the mraGs 

~c:ad 1rrma.l d&m~!;!lr.J)I1llt oi t.i.3 !:":ilion (O&M .11\d Cui tall. The Company ilnprJ=ei gopon Strif that it Wi.B 

liCit ~1.7 trttar:tion to ~111d a ~ irCacins :::iU! beau.se pan f~c-'..ce ~ alway~ !nt:::sao ::t !l&M :z~ly m :: 

tfla ilconi.:tllrt u:;nrim::! ~d &m ~!1:1"" h~l c.!llilJi 4of1ara ~ to m:on ~ ayam wat:id :! 
:w~ver!d :brtllQil h.m.."l ;a;nc111Jc.1 rnzr. The j~r, thllll ~~ 1111 the iAuw a! ~llntlonal IICtaty 

if M1n :llti:I'TBil wn uo:l :.o ~m t~ o..~rT\l&l1)' fer :IIW ;!ant o well 11 :tw I..T."Jc::nw•d ;sc.rtJcn of 

pie! 2alnz;d ciJe ta •l:t:.':ic.1.~a. ibJ StJH 1: a.l.so ccnoernJd eoV\It mn;r.nrry of ftmrlf to r<.71orF. :h• r~su;-:'1 1nd 

tt whn pen: tht Co:~ sa:Ud ~~a: :::n~.:,g m:m tn ~'llfi.<icilld lrHnE :r. I w..~v: fi'~"ii:. Oir. !"l ~~.e 

CM11any mr.21 l!bii ~a: 'Jia t!.eC:rUx1 to atilu J &elf nsuur.:t l"iWYi w" )ol..,~l£~ ~n tt;:;r.~rriw L1G If !.1 

anruul eJiiL1A ~caaa !ll :10 li~San wue ~r:;:~ wa would ;urctJa ninst.rtin; om- :z:m.111a ;x:iici83 zt a !awBI 

111nual~l!r.lL 
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