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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In re: Request by Occidental Chemical ) DOCKET NO. 870220-EI 
Corporation for reduction of retail ) 
electric service rates charged by ) 
Florida Power Corporation. ) --------- _________ ) ORDER NO. 

ISSUED: 

20632 

1-20-89 

The following Commissioners participated In the disposition 
of this matter: 

Y.ATIE NICHOLS. Chairman 
THOMAS M. BEARD 

GERALD L. GUNTER 
JOHN T. HERNDON 

MICHAEL McK, WILSON 

NOTICE OF PROPO§,EL~§!!£~!.~ 

Q~~~~~~~£!£ASED RATES 

BY TilE 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 adversely affected ftles a petition for a formal 
proceeding. pursuant to Rule 25-22.029 ~ Florida Administrative 
Code. 

As Is more fully expla i ned in Order No . 18627 • issued in 
this docket on January 4. 1988. we approved a stipulated 
settlement (Stipulation) amongst the parties to this docke£ 
which provided for a permanent annual base rate reduction of 
$121 0 500~000. beginning January 1. 1988. Additionally. the 
Stipulation provided that monthly billing credits were to be 
applied during 1988 for a total annual amount of $18.500,000 to 
flowback to FPC's customers certain •unprotected• excess 
deferred income taxes. Thus. the total 1988 revenue reduction 
was $140,ooo.ooo. The Stipulation also addressed the 
possibility of increasing FPC's 1989 rates based upon 
adjustments respecting its depreciation rates. nuclear 
decommissioning costs and deferred income taxes . 

As provided for in the Stipulation. FPC. on November 4 . 
1988 , filed its Petition in th i s docket requesting our approval 
of revised rate schedules designed to increase its annual 
revenues by a total of $17 0 290 0 000, Having examined FPC's 
request. we find that it is consistent with the Stipulation. 
reasonable and necessary and should. therefore. be approved. A 
discussion of the several components of the revenue increase 
follows. 

DEPRECIATION AND NUCLEAR DECOMMISSIONING 

Paragraph 3 of the Stipulation provides that effective 
January 1. 1989 0 FPC's depreciation rates shall be increased by 
an amount equal to $6.2 million annually and tha~ the level of 
funding of its reserve for the coat of nuclear ~ecommtssioning 
shall be increased by $4.3 million annually. The Stipulation 
further provides that. to the extent the above adjustments do 
not cause FPC's earned return on common equity to exceed 13.6\ 0 
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as determined by Its September. 1988 Surveillance Report ,. it 
would be entitled to a corresponding adjustment in Its base 
ra~es . e ffe ctive January 1 . 1989 . 

Pursuant to the Stipulati on . FPC prepared and serve d on all I 
part i es its September ,. 1988 surveillance Report. which s howed 
that the utility's earned return on equity for the twelve 
months ended September 30 . 1988 . pr lor to a"'y aruluallz inQ or 
pro forma adjustments . was 14.07\. However . wnen the 
annualizing and pro forma adjustmer.ts snown on Attachment A to 
th i s Order are made ,. the earned return on equity i s 12.41\ . As 
per tile Stipulati on . FPC ls entitled to an increase in its 
annual revenue requirement t n the total amount of $10 .6G9 .ooo 
($6 .300 ,.000 for depreciation + $4,369.000 for nucle ar 
d ecommi ssion i ng) to the exte nt that such an increase does not 
cause its earned return on common equity to e~ceed 13,6\. 

o ur analysts (Attachment B) sh,>ws that lncreas ing FPC • s 
rates by $10 .669 . 000 will have the effect of increasing i ts 
earned return on common equi ty to 13.12\, Inasmuch as 13.12\ 
ls less tha n 13.6\. we find that FPC ts entitled to increase 
its base rates so as to recover an addit i onal $10 . 669.000 of 
r e venues on an annual basis. Both the additional $6 , 200 .000 of 
annual deprec iat i on expense and $4 ~300,000 of add i tional annual 
nuclear decommissioning e xpense shall be included .in FPC's cost 
of servi ce for ratemaking purposes. 

UNPROTECTED EXCESS DEFERRED TAXES 

Paragraph 2(a) of the Stipulation provides for monthly I 
billing credits during 1988 i n the total annual amount of $18.5 
mi llion to accomplish an immediate one-year flowthrough of 
excess deferred income taxes wh i ch were •unprotected, • i.e., 
not subject to the normal i zation requirements in sect i on 20J(e) 
of the Tax Reform Act of 1986. Thi s base rate adjustment was 
i mplemented in conjunct i on with the perman~nt reduct i on of 
$121. 5 million and will exp i re afte r the last billing cycle in 
December ,. 1988. 

Pa ragraph 2(b) provides a procedure for implementing a 
s econd year of monthly billing credits in 1989 of up to $16.65 
million as a flowthrough of additio nal e xcess deferred income 
taxes. dependent upon the response of the Internal Revenue 
Service (IRS) to a private letter rul i ng request from FPC . 
wh i ch was prepared tn concert with our Staff and the other 
part ies and approved by us in Order No. 19091. 

On August 3. 1988 . the IRS issued the reque sted private 
letter ruling. which was Hled with the Commlss .ion and aerved 
on all parties August 29. 1988. Based on the IRS ruling and 
the calculati.on methodology specif fed in paragraph 2 (b) of the 
St i pulat i on. the total amount of the billing credit related to 
the flowthrough of add i tional unprotected deferred Income taxes 
in 1989 is $11.879 mi llion. The development of this amount is 
shown ln AttachJDent C to this Order. Specifically. the IRS 
found that the two items in question. the repair allowance and 
nuclear decommi ssioning expense ,. were both " unprotected". The 
$16 . 65 million maximum billing credits would have resulted from 
a findi ng that only the repair allowance was unprotected, 
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Any difference between the total billing credit of $30.379 
million ( 18.5 + Sll. 879) and the amount actually provided to 
FPC's customers in 1988 and 1989 is subject to true-up in the 
fuel adjustment proceedings pursuant to Paragraph 2(c) of the 
Stipulation. This provision is necessary to prevent the 
possibility of flowing through any more than the •unprotected• 
amount of excess deferred taxes, which would violate IRS 
nor~alization requirements ~pplicable to •unprotected• 
amounts. l"J:IC shall in<:. lude a true-up reconciliation of the 
totaJ billing credit in ita 1990 fuel adjustment filings. 

SUMMARY 

The combined net effect of the adjustments to base Hltes 
pursuant to the Stipulation shows an increase during 1989 of 
$6,621,000 from the credit for the flowthrough of deferred 
taxes, and a permanent increase of $10,669,000 from increased 
depreciation and decommissioning expense, for a total base rate 
increase of $17,290,000, or 2.4\ over 1988 base rates. 

Allocation of Rate Increase 

we have determined that, pursuant to the te.rms of the 
Stipulation approved in Order No. 18627, the 1989 increase 
(which in reality is merely a reduction in the $121.5 million 
rate decrease imposed by the Stipulation for 1988) shall be 
allocated through the application of a . uniforJI\ percentage 
factor to FPC's currently authorized permanent base rate charge 
under each of its rate schedules. Accordingly, FPC shall file 
rate schedules allocating the authorized increase on a unjform 
percentage factor of 2. 4\ to all base rate charges under each 
of its rate schedules. 

The new rate schedules shall be effective beg·inning with 
Cycle 1 billings for January, 1989. The increase in rates 
shall be collected subject to refund until either the time to 
protest this Order has expired, or if the Order is protested, 
until the protest is resolved. 

Based on the above, it is 

ORDERED by the Florida Public service commission that the 
petition of Florida Power Corporation for authority to increase 
its rates and charges is granted to the extent delineated 
herein. It is further 

ORDERED that Florida Power Corporation is hereby ~uthorized 
to submit revised rate schedules consistent herewith designed 
to generate $17,~90,000 in additional gross revenues annually. 
The Company shall include with the revised rate schedules all 
calculations and workpapers used in deriving the revised rates 
and charges. It is further 

ORDEREU that the revised schedules authorized herein for 
the revenue increase shall be effective on January 1, 1909. It 
is further 

ORDERED that the company provide to each of its customers a 
bill stuffer describing the nature of the base rate increase. 
A copy of the bill stuffer shall be provided to the 
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Comnussion' s Electric and Gas Department for review prior to 
its use. It is further 

OkDER~D that the provisions of this Order, issued as 
proposed agency action, shall beco11e final unless an I 
appropriate petition in the form prescribed in Rule 25-22.036, 
Florida Administrative Code, is received by the Director, 
~iv1sion of Recor~s ~nd Reporting, at his office located at 101 
East Gaines Street, Tallahassee, Florida 32399-0870, ~y the 
close of business on February 9, 1988. 

By ORDER of the Florida Public Sorvice Commission, 
this 20 t h day of JANUARY 1989 

( S E A L ) 

HBT 

STEVE TRIBBLE, Director 
Division of Records and Reporting 

by:-· -~~~~:..::'f~t.~·~7P~~ ... :::..) 
chiettdlueau of R~ords 

NOTICE OF FURTHER PROC~EDINGS OR JUDICIAL REVIEW 

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 order:s 
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 
substant ial interests are affected by the action proposed by 
this order may file a petition for a formal proceedin;J, 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 at his office at 
101 East Gaines Street, Tallahassee, Florida 32399-0870, by the 
close of business on February 9, 1989. In the absence of such 
a petition, this order shall become effective February 10, 
1989, as provided by Rule 25-22.029(6), Florida Administrative 
Code, and as reflec ted in a subsequent order. 

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 pe riod. 
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If this order becomes final and effective on February 10, 
1989, 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 sewer 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 4lJpropriate court. This filing must be completed within 
thirty (30) days of the effective date of this order: vursuant 
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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(4) DOCUT 110. 170Z20•U , OIOEI 110. 11627 
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IIICOIE 
lAX EffECf ............. 

(19,007) 
151, 419 
266,104 

0 ., .. 
7,727 

156, ] 16 
(15,490,934) 

124,5 111 
(95,].00) 

N/'A 
(904,249) 
(176, 0091 

. .. (200, ] 50) 
452, 403 

(4,211, 416) .,. 
0 

(40,3711 

············· (119,969, 149) 

···--··-······ 
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lllAIL 

············· 
cszo, sJ6,1301 

tZ,Z99,174 
(751,341) 

C4J, S91,9UJ 
C1J, 197, 7SJ) 
15,415,203 
C9,2ls,3nl 

7, 1l6,1ZZ 
(3,409,000) 
(3, 100,000) 

(1,446) 
(3,912,504) 

CISO,IISJ 
1,923,123 
2 , 1!5,034 

0 
(3,110, 161, 

···--········ 
CS6l,173,519J ............. 
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I 

• •••••••••UTAIL•· ••• • • ••» 
IIICDII 

NIOUIIT lAXIFfiCl 
············· . .......... 

(S2T,62J) (11,317) 
411 , 412 132, 942 
507,266 Z4a,401 

0 0 
117,000 IIA 
11, 1154 7,304 

40],500 156,316 
(20, 1196, 611) (15,490,934) 

3)0, 902 124,511 
(2]],172) (90,602) 
(164,219) M/A 

cZ, 243, 20H (1144, 117) 
(4J6, 6SI) (164,304) 
CS0l,24SJ ..... 1,119,592 43], 

(10, 500, 000) 
C3,9S1; 

1, 179,7U 
0 I 

(104,210) C40,J71) ............. ··········· CS30, 31S,Zlii)(S19, 676,001) ............. ........... 



I 

I 

I 

r ORDER. NO: 2063 2 
DOCK ET NO: 8 70220- El 
P ~c~: 9 fLOIIIDA f'OWEI c;lliii'OIIATIOII 

fiiiA.MCIAL IIITECOIITY IIIDICATOIIS 
SEPJEIIIU 19U 

I. LOIICO TUM OUT AS PUtEIIT Of TOTAL I liVE STOll fUNDS 

COMIOI EOU In st31,511,6n 
HlfUUD STOClC m,n7,676 
~OIICO T(lll OUT 

fiXC UTE 670,136,576 
VAIIIAIU UTE no,no,n' 

SIIDIT Tllll DEll 69,9SCI, 21S ............. 
TOTA~ 12,10l,75],2S] ............. 

I LOIIG TUII Dill 
fll£0 UTE St.aft 
VAIIIAIU UTE 10.4ft 

I SIIDIT lUll DUT ] . )31 

' · 'PSC AD.IIISTED AVEIAIOE JUI ISOICTIOIIAL AIID HO fOIIIIA IU~II Qll COMIOI tOUIU 

••o fOIIIIA fPSC ........... . ......... 
AVEIAIOE £AlliED UTE Of lET~ 1 . 221 1 . 741 

llSS: U COICi ltD AVEUIOE UTAIL WEIIOIIT£0 
CXIST UTES fOil : 

HlfUIED SICa 0 . 511 0 .551 
LQII' lUll DUT 

fiXED UTE 1.911 1.991 
YAIIIAILE UTE 0 . 511 0.511 

SIIOIT Tllll D£1T 0 . 191 0. 191 
CUSTOIIO D£'0511$ .. 0 . 161 0.161 
lnlSTIIEIIT TAl C1 ca 1110 POIIIT)·EOUITf 0 . 37% 0 . 37% 

· DEll O.IIS 0 . 11S 

SUI TOTAL 4.041 4.021 

TOTAl 4. 111 4 . 721 
DIYIOf D IY COIIIICII EQUITY UTIO 33.691 33. 551 

.Nil SO I CTI OIIAl U 1\1111 011 C0M101 EQUI If 12. 411 14.07% ......... 
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I 
ATTACHMENT B 

"o RDER- NO : 20632 
OOC~~T NO: 870220-El 
PAci-~{;~ t'o JlOIIIDA POWll COIIPOIIAfll* llllllllif D 

CAI.CUUTIC* OJ U:MII I* ICIUitT Vltll 
UV£- ADJUSTMOf TO OJfSU IIICIUSUI 091. & DICCII. IXI'USI 

CPIO fOIIM ADJUSflD IASIS • llTAil .IUIISDICfiC*) 

•r c.IIATIIIG IIICOC 

I Toul Operotlnt •-
2 
3 Ope~atlnt ,._ .. , 
4 r .. l and llet lntorc"- (J .. I llandllnt fap) 
S OIA and OtiMr 
6 Depreciation & -tlzatlon 
7 ,_ Otller Ilion lnc-
1 Inc- ,_ • C:Wront & Deferred 
9 Goi i\I(Lou) on Olaposltlon of Pr-rty 

10 

" 12 
1J llot Ope~ltlnt Inc-

" 15 1J -Til AVIIAGI IATI IASI " .......................... . 
17 'lent In Sorvlco 
18 AcCU~a~letld Prcwlllon for Doproclotlon , 
20 IIOt 'lent In Sorvlco 
21 P,._rty IIOid for Jutwo Use 
22 C-truct lon llork In Prot~ltll 
2l lluclur , .. , (llot) 

l4 
25 llot Util ity 'lent 
26 llorklng t.pltal 
27 
21 1J llontll Awr- lato laso 
Z9 
SO Profo,... Adjustltd lito of loturn ,,:: 
31 
l2 JPSC PlOJOIIM ADJUSTED I ETUIII Cll [ CUI ff 

» ········································ J4 P~ofo,... Adjustltd hto of hturn 
JS 
J6 LUS: loconcllltd lotall Vitlglltltd 

con late. for; 
Prof•~~ld Stock 
long tora Dftlt f laltd hto 

• Variabl e bto 
lllort ·lora Dftlt 

J1 
Jl 
S9 
40 
41 
4Z 
u 
44 
4S 

CI<S t-• dopos It. 
anwsc.nt Toa cr. • f .qulty 

• Oftlt 

46 Toul 
47 Divided by c- Equity lat lo 
41 
49 Jurlldlctlonal loturn on c- fqult'l' 

(I) (C) 

AIIQIJIIT o 

PliO JOIIM ADJ 1 
1M- OJFSU 
fOil DIPI I DfC 

em,6S4,&ts sto,669,ooo 178J,J2J,&IS 

3, 996,949 
295,762, 394 
1J7 ,249, 293 
56,051,911 
S1,S21, 77J 
C1,0JS, 741) 

S4J,553, 572 

1229,101, 04J 

169,000 
3, 951,150 

4,120,150 

16,541,850 

3,996, 949 
295,762,394 
IJ7,Z49,29J 
56,220,911 
SS, 479,92l 
(1,0JS,741) 

J47, 67J,722 

·······················-·------···-· 
IJ,S65,241, 107 
1,050,513, 522 

2,514,734,SIS 
49,138,871 
45, 998, 698 
11 ,523,590 

2,691, 195,744 
94,602,014 

12,785,997, 771 

10 13,565,241,107 
1,050,51J,5Z2 

0 2, 514,7J4,SI5 
49,1,., 871 
45,998,698 
11,5D,590 

0 2,691,395,744 
94,602, 014 

10 12, 785,997,771 .............................................. 
a. m: 1 .461 ................ ······-·········· 
1 . 22% 8 .46X 

0.58% 0.58% 
1.98% 1. 98% 
o .sax o .sax 
0 . 19l 0 . 19l 
0 . 16X 0 . 16X 
o .3n o.3n 
o. 1u o.1u 

················ ················ 4. 1U 4.UX 
J].69l JS.69l .................. ················ 12.411 1J.1ft -········ .. ···· ·-----······· • sa..a: s.pt.-.r 1911 S...voll l-• leport, ldleclulo 2, Pego 1 of ],Chco .... , ~· 

ldledUio Z, , ... 2 of 3 C llet Clperatlnt 1-) and lchedulo S , ... I af I , 
(financial lnteg~l t'l' lndlcnorl). 
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