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101 East Gai nes Street 
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Re : Doc ke t No . ttP/1f-~;'Petition of the Florida Industrial 
Pow er Users roup to Discontinue Florida Power & light 
Company's Oil Backout Cost Recovery Factor . 

De ar Hr . Tribble: 

I am enclosing, for f i ling and appropriate dis tri bution, the 
orig in al and 12 copies of the above petit i on, on behalf of the 
Florida Industrial Power Users Group. 

The ind ividual representing FIPUG who should be served 
c o p ; e s o f a 11 o r d e r s , n o t 1 c e s and o t h e r co 1111 u n i c a t 1 o n s i n t h i s 
matte r is: 

J AM / jfg 

J oseph A. McGl othlin 
Laws on, McWhirter, Grandoff & Reev es 
522 Eas t Pa rk Avenue, Suite 200 
Tall ahassee, Florida 32301 

Yours trul y , 

~a~ 
Joseph A. McGlothlin 
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• • • IIIGINAl 
BEFORE THE FLORIDA PUBLIC SERVICE COHMISS~ COPY 

In r e : Petition of the Florida 
Ind ustria l Power Users Group to 
Di scon t inue Florida Power and LiOht 
Company's Oil Backout Cost Recovery 
Fact or . 

) 
) 
) 
) . 

DOCKET NO. 8fotlfl· GI 

Subattted for Filing: 
January 27, 1989 

FIPUG'S PETITIOI TO OIS~O TillE 
FPL'S OIL IAClHT CIST IECIYEIY FACTOR 

Pursuant to Sections 366.06(2), 366.07 and 366.076, Florida 

Statutes, and Rule 25-22.036(4}(b), Florida Ad•inistrative Code, 

E. I. Ou Pont Co . , Florida Steel Corporation, Rinker Materials 

Corporation and Union Carbide Corporation, hereinafter referred 

t o as the Florida I ndustrial Power Users Group, tf'lrough their 

und er signed attorneys, petition the Florida Public Service 

Commission to issue an order requiring Florida Power & Light 

Comp any to discontinue use of the 011 Backout Cost Recovery 

Factor ("OBCRF•) for recovery of costs associated with certain 

500 KV t r ansm i ssion l i nes (the •Transmission Project•), and to 

refund t o cus t omers certain revenues which have been inappropri­

ate l y co ll ect ed t hrough the Oil Backout Cost Recovery Clause. 

Th e Commi ss i on should take these actions for the reason s set 

for t h bel ow . 

Introduction 

1 . The name of the Pet itioner i s the Florida Industr i al 

Power Use r s Group ( •FIPUG • ) . The na• es and addresses of FIPUG's 

01 ~Q 7 Jt,:; 27 ISB9 
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representatives who should receive copies of notices, orders, and 

pleadings in this case are: 

Joseph A. McGlothlin and 
Vicki Gordon Kauf•an 
Lawson, McWhirter, Grandoff & Reeves 
522 East Park Avenue, Suite 200 
Tallahassee, Florida 32301 
904/222-2525 

2. Other entit i es aff ected by this Petition i nclude Florida 

Powe r & Light Company (•fpL•). The name and address of the FPL 

re prese nta t i ve who should receive copies of notices, orders, and 

pl eadings in this case is: 

Hatthew M. Childs 
Steel, Hector and Davis 
310 West College Avenue 
Tallahassee, Florida 32301 
904/222-4192 

3 . FIPUG is a voluntary organization of high load factor 

i ndus t rial users of electricity served by FPL. Co11ect1vely, 

FIPUG members use substantial quantities of electricity 

annu al ly. The cost of electricity ccnst1tutes a significant 

por t ion of FIPUG members' costs of production and is closely 

r e lated t o their ability to maintain viable, competitive 

bu si nesses . 

4 . I n D o c k e t N o . 8 2 0 15 5 - E U , .... I .... n__..R..,.e .... : __ P .... e .... t ..... i-..t-i-o'-n'--o-f'--'-F _1 o"-r_i.;...d'--a 

Powe r & Ligh t Company for Appr oval to Recover the Cost of its 500 

KV Tran sm i s si on PrCiject Through an 011-Backout Recovery Factor, 

the Commis si on approv ed FPL's use of the OBCRF to r ecover the 

costs of cons truc ti ng cer ta in 500 KV transmission lines 

connecting FPL' s sys tem to the Southern Company's sys t em. Or der 

No . 11217, Attachment 1. 
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5. The costs recovered by FPL from customers through the 

operati on of the OBCRF are recovered on a cents-per-Kwh basis. 

This treatment is extraordinary for transmission line investment 

and was jus ti f i ed solely by FPL's claim that the lines would 

ena ble FPL t o economically displ a ~e oil-fired generation. FIPUG 

mem bers use large quant i ties of electricity relative to th e 

dema nds t hey impose on FPL • s sys t~m. They bear a relatively 

greate r s ha re of the OBCRF per unit of demand than other 

customers having lower load factors. 

lackarouad 

6. Th e Oil Back out Rule, Rule 25-17 . 016, Florid a 

Adm in istra tive Code, oecame effective as originally enac ted on 

February 25 , 1982. The rule was amended, effective August 31, 

19 8 2 , t o a l l ow two-thirds of any net savings to be allowed as 

ad d itio nal , acce l erated depreciation. 

7. The Oil Ba ckout Rule states that its primary purpose is 

the •eco nomic d i spl ac ement of o11 generated e lectricity in 

Fl ori da. II Rul e 25-17 . 016(2)(a). 

8. To qualify a project for the OBCRF, a utility mus t 

demonstrate to the Commission that: 

a . the primary purpose of the project i s t he 

b . 

eco nomic displac ement of oil-fired 
genera t1 on; 

there wi 11 be a pos iti ve 
present value of expected ne t 
retail customer s i n Florida 
first ten (10 ) years of 
operat1on of the project; and 

3 
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c. the project 1s the •ost economical 
alternative available. 

Rul e 25-17.016(3)(a) 1-3. 

9. When a project 1s approved pursuant to the criteria 

out lin ed above, the OBCRF is calculated and applied in 

conjunction with the Fuel and Pur : hased Power Recovery Ci~use . 

The OBCRF revenues which the ut11 t.y may collect for an approved 

project include: 

a. Straight line depreciation expense o~ er 
the useful life of the project; 

b. Capital costs associated with the project; 

c. Actual tax expense of the project; 

d. Oil/non-oil operating and •aintenance 
expense differential (which would normally 
be included in base rates); and 

e. Two-th i rds of 
positive) to 
depreciation. 

actual net savings (1f 
be applied as additional 

10. In Docket No. 820155-EU, the Commission considered 

FPL's application to qualify two parallel 500 KV transmission 

lines extending down the Florida east coast from the Georgia­

Florid a border to "artin and St. Lucie Counties as a~ oi l backou t 

project. In support of its application, FPL stated that 

constructi on of the transmission lines would increase the 

tra nsfer capability between FPL and the Southern Company 

("Southern"), from whom FPL would purchase excess coal-fired 

power. ( F P L h a d p l a n n e d to b u 11 d t h e 1 i n e s 1 n an y e v e ,, t to 

sec ure the benefits of increased reliability which they would 

provide). I t proposed to accelerate the time frame for 

construction to expl oit the availability of coal-fired generation 
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on Southern's system, thereby economically displacing its own 

oil-fired generation. On this basis, FPL applied for approval of 

the 1 ines as an oil backout proJect. Application of FPL, OCicket 

No. 820155; Attachment 2. 

11. The Comm i ssion approved tha project, based on FPL's 

projections that the lines would ~ conomically displace oil-fired 

generation. However, the project hns on which the approval of 

the project and the extraordinary energy-based recovery of costs 

were based failed to JDater1al1ze. The project has not 

accomplished the purpose which led the Com•ission to qualify 1t 

under the Oil Backout Rule. 

12. The Oil Backout Cost Recovery aechanism which was 

approved for FPL' s 500 KV transmission 1 ines in 1982 should be 

discontinued, and certain revenu·es should be refunded to 

customers, for the following reasons, all of which are documented 

in an affidavit of FIPU& consultant Jeffry Pollock of the firm 

Orazen-Brubaker & Associates (Attachment 3). The reasons 

summarized here will be fully developed in subsequent paragraphs. 

a. The energy-based recovery Jf the costs of 
the 1 ines has been in effect for 
approximately seven years. In that time, 
the Project has not achieved its primary 
purpose. In fact, over time the Project 
has accumulated substantial net losses, 
because the projections of fuel cost 
differentials upon which the original 
approval was based never materialized. 
Ratepayers are paying more with the 
project, not less. 

b. Absent the substantial economic oil 
displacement benefits on which the 
qualif ication of the 500 KY transmission 
1 ines was based, the transmission lines' 
functional value to fPL's ratepayers lies 
in providing capacity and reliability 
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benefits. The appropriate •anner in 
which to allocate the costs of such 
assets among customers is to provide 
appropriate recognition to the demands of 
the classes which !)he rise to the need 
for the investaent--not on the bash of 
ene r gy consumption alone. Consequently, 
the OBCRF has placed an unfair and 
unreasonable burden on high load factor 
customers. 

c . In its recent oil L,~ckout filings, FPL 
has claimed that the net losses 
experienced by the pro jec t recently have 
been more than offset by • savings• in the 
f' rm of the deferral of two Martin coal­
fired units. In fact, the Co•mission has 
au thor i zed FPL to collect a portion of 
such Martin unit • savings,• to be applied 

d. 

as accelerated . .. depreciation. Such 
recoveries are inappropriate and 
unjust i fied, because the Martin units are 
not ll!:i of FPL • s exgans 1on iliJ!, ana 
nave---not 6'een since 1 83. Theclaimed 
udeferral benefits• are illusory because 
they are based on fictional units. The 
recovery of revenues a~soc1ated with t~e 
invalid Martin unit assu•ption is 
unjustified and all such monies 
previously collected and applied as 
accelerated depreciation must be refunded 
to customers. 

FPL has used the oil back out 
recovery clause to thwart 
Commi ssion's ability to 11on1tor 
regulate the reasonablen1ss of 
utility's earned rate of return. 

cost 
the 
and 
the 

13. The Transmission Project J!.!! not achieved its 

purpose. The major i ntent of the Oil Backout Rule was t o r edu ce 

the cost of power for FPL ' s cus tomers by r educ i ng the consump t ion 

of expensive oil f or generation. The r ule was created at a time 

wh en oil prices were high and expected to get much higher. 

Howev er , the Transmission Project has not economically displaced 

oil-fired generation. After the Commis s i on rel i ed on FPL's 

proj ec tions of fuel pr ices to qua lify the project . o11 pr i ces 

6 



plummeted. Oil costs are roughly one-half of what they were when 

the rule was passed some seven years ago. Present prices are an 

even smaller percentage of what they were forecasted to become by 

t his time. The fuel cost savings that were expected to result 

from the transmission 1 ines and the coal-by-w1re purchases t;ave 

not materialized. In fact, there hQve been very large losses in 

almost every year since FPL's us e of the OBCRF began. The 

cumulative losses through 1987 j!! $21~. ~ &,000 larger than FPL's 

original projection. 

and 3). 

(Source: Jeffry Pollock's Schedules 1, 2 

14. The prin ci pal source of savings projected for the 

Transmission Proj ect was the expected difference between the 

energy cost of purc hased power and the cost of oil-fired power. 

These projections took into account FPL's forecast of oil prices. 

purchased power pr ice s. quant iti es of power to be purchased, and 

load growth . The f ailure of the project to produce the expected 

savings has not be en due to any sign i ficant difference betwee n 

the actual and proj ected load growth (See Mr. Pollock's Sch ed ul e 

4), nor to any significant difference between actual and 

projected amounts of power purchased (Schedule 5}; it has been 

du e to the dramatic difference between actual oil prices and 

FPL's forecasts (Sc hedule 6).1/ 

21 Hr. Pollock's Schedule 4 is a comparison of forecasted and actual load 
growth. Actua 1 and forecasted power purchases are compared in Schedu 1 e 
5. The unexpectedly low actual oil prices are compared with the forecast 
in Schedule 6. 
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15. FPL's oil backout charge is unreasonable and 

i n e g u i t a b 1 e to ..!l.!ih. 1 o ad fa c tor customers • The T ran s m is s i on 

Project has accomplished valuable benefits which are unrelated to 

f uel costs. The line has strengthened the reliability of FPL and 

all of the interconnected peninsular utilities and has reduced 

t heir spinning reserve costs . These reliability benefits--which 

were needed independent of any fu t l cost considerations, and 

wh ich would ultimately have been realized without the incentive 

of the Oil Backout Rule in any event--provide no justification 

for continuing to use the OBCRF to recover the costs of the 

Transmission Project. Instead, they demonstrate that recovery of 

the costs of the lines should be acco•pl1shed through the 

t raditional base rate mechanisms. 

16 . As early a s the 1970's, FPL had planned to improve 

sys t em reliability by building transmission lines to strengthen 

t he interties between Florida and Georgia. Absent the claimed 

fuel savings, the transmission lines would certainly have been 

put i nto the rate base and treated in the same way as any other 

similar investment. Under the appropriate ratemaking treatment 

f or such an investment, high load factor customers would have 

been allocated a much small e r revenue responsibility tha n that 

e xacted by the unjustified energy charge of the oil backou t 

mechani sm. 

17 . Recently, FPL extended the Unit Power Sales ("UPS") 

Agreements with the Southern Company through the year 2010. All 

totaled, the UPS Agreem ents wil l have provided FPL with almost 30 

years of reliable capacity-- about the life of a base load 

8 
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generating unit. FPL's purchases of capacity from the S~uthern 

Company are a vital cog in FPL • s p 1 an to meet the projected 

demand on its system and to provide the required system reserves 

of capacity. The purchases from the Southern Co•pany made 

possible by the Transmission Project are a long-term source of 

capacity for FPL's system. In light of this development, and 

gi ven the lack of the promised economic displacement of oil, the 

cos t s of the Transmission Project can no longer be regarded as a 

shor t - term fuel cost phenomenon. The unrecovered investment 

cos t s and the capacity charges associa t ed with the Southern (UPS) 

pu r chases should be recovered through FP 's base rates. 

18. Deferred capacity costs ]!!! ~ inappropriately 

included i n FPL's calculations !f !!1 savings. In recent 

filing s, FPL has collected revenues over and beyond the revenu e 

requirement s of the lines as accelerated depreciation because, 

t he utility claims, it has experienced significant • net 

savings. • FPL claims that the total' cost of the project (e.g., 

Transmission Project revenue requ1re•ents, UPS demand, energy and 

wheeling cha rges) hav e been more than offset by the alleged 

bene f it s ( e • g . , f u e 1 co s t s a v i n g s , s p 1 n n 1 ng res e r v e sa v i n g s a n d 

net avoided cost of deferred generation capacity). These net 

saving s have been solely attributable to the inclusion in claimed 

savings of the net avoi ded cost assoc1atrd with •deferred 

generation capacity ... The fil i ng for October 1988-Narch 1989. 

f or example, calculated total net savings of $144 mi l lion . 

Howe ver, the deferred capacity sav ings accounted for $260 million 

of t hi s amoun t ; excluding the i ssue of deferred capacity, the ne t 
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losses (excess of revenue requirements of the lines over fuel 

sav i ngs) we re projected to be $115 million. Under the oil 

ba ck ou t rule, the utility may retain t wo-thirds of net savings 

a nd apply it as accelerated depreciation. Consequently, two­

thirds of $144 million, or $96 ail11on. was included in oil 

back out revenues in the deter11inati (\n of the oil backout cost 

recover y factor. Based on projected .. ·nergy sales of 28,019,662 

"wh, the acce lerated depreciation accounted for about 0.36¢ per 

Kwh, or more t han 40% of the authorized factor. 

19 . The • deferred units• treated in FPL's original 

appl i cati on for a.pproval of the project were to be two 700 HW 

coal - fired base load generators at FPL's Nartin site. FPL 

ori ginally planned to place these units in service in 198 7 and 

1988, respectively. Three other unsited 700 HW coal-fired units 

were also part of FPL's 1982 base rate expansion plan . These 

units are shown on Schedule 7 to Jeffry Pollack's affidavit. FPL 

claimed that the construction o,f the 500 ICY lines enabled it t o 

defer the i n-service date of the Nartin units until 1993 and 

1994, r es pecti vely, and to defer an Unsitad Coal Unit until 

1994 . The impact of the deferral c1a1aed by FPL is designa ted in 

Schedule 7 as the • 1982 011 -Backout Case. • Si nce th e early 

1980's, howev er, FPL's generation options have changed as 

dramatically as fuel pr ices. 

20 . With the repeal of the Fuel Use Act, FPL can now build 

new oil and gas-fired unit s to satisfy its projected require­

ments. Also, improved technology is now available, enabling FPL 

to consider such op t ions as combined cycle units, the repow ering 

10 



of ol d units (Lauderdale Unit Nos. 4 and 5), the return to 

service of Riviera No. 2 (which for•erly was on long-term reserve 

shutdow n status), and possibly, integrated coal gasification 

combined cycle units. FPL's current generation plan (which is 

ill ust r at ed at the bo tt om of SchPdule 7 to Mr. Pollock's 

aff idav i t) i dentifies all of these car acity alternatives, whereas 

Martin Units 3 and 4 and the unsHed units--the •deferral" of 

whi ch unde r li es the cla im of net savings--are now conspicuously 

ab sen t. In fact, these units have not appeared in any of FPL;s 

annual •ren-Year Power Plant Site Plans• since 1983. FPL's use 

of Hart in Units 3 and 4 to determine the value of deferred 

ca pacity in its oil backout filing also contradicts its 

submi ssion in the recent nonf1rm load •ethodology hea rings 

(Dock e t No. 870198-EI). There, FPL quantified the benefits of 

adding interruptible load by co•paring two optimal generation 

expansion plans. In this recent analysis, as in Docket No . 

880004 - EU, FPL did not identify the "art in units as part of its 

ex pansion plan. 

21. FPL removed the "art in units frOlJ it s expansion plan 

long ago. Si nce FPL has had no plans to bu 11d the units, they 

hav e not been and are not now being •deferred. " The claimed 

def erral benefits ass ociated with these units should be 

dis a llowed, and all pas t • savings • associated with the clai m 

which have been collected by FPL since October 1987 should be 

refunded to customers. 

22. Alternatively, any recogn iti on of deferral benefits 

should be based on t he less expensive alternatives pre se nt ly 

11 



being pursued, and not on some fictional units that have long 

been discarded from FPL's generation expansion plan. Martin 

Units Nos. 3 and 4 were projected to have an installed cost of 

$2 .88 billion and a direct construction cost of $1.88 billion. 

This equate s t o an installed cost of $2,054 per KW and a direct 

cost {i.e . , excluding AFUDC) of al m~ st $1,340 per KW. By 

contra st, FPL's plann ed capacity ado ' t ions through 1995 are 

projected to be much le s s expensive, rang1ng in cost from $423 

per KW to $533 per KW , excluding AFUDC (FPL's Generation 

Expansi on Planning Document, Docket No. 880004-EU, Page 25). 

23 . FPL has used the ill back out £ill recovery •ec han ism to 

evade the Commission's ability t~ •onitor and regulate the 

utility's earned !!!! of return. In FPL's last r evenue 

requirements case, the Commi ssion authorized a range of return on 

equity having a midpoint of 15.6%. FPL has used the 15.6% ROE ~" 

calculating the revenue requirement associated with the 

transmis sion line investment which 1s being collected via the 

OBCRF. 

24 . Since the Commis sion authorized the 15.6% return on 

equ ity, capital cos ts have fallen dramatically. However, FPL has 

contin ued t o earn a return of 15 . 6% on its investment in th e oi l 

b a c lc out pro j e ct. Further , it has used the o 11 back out me cha n i s m 

to disguise its actual system earned rate of return and to 

arbitrari ly dilute its of f ers to limit its earned return to a 

1 eve l that is more reasonable in light of current capita l market 

conditions . 

12 



25. One of the principal tools which the Commission uses to 

monitor the financial performance of utilities subject to its 

jurisdiction is the monthly •surveillance report. • The 

Commission requires the utility to report monthly its rate base, 

revenues, expenses, and achieved r i: t.e of return, adjusted to 

reflect regulatory requi r e11ents. Ov r r time, FPL's surveil-lance 

reports have consistentl y reflected a rate of return on equity 

lower than the 15.6S authorized in its last rate case. However, 

FPL has excluded the inv estment and revenues associated with the 

oil backout transmission line project from the calculation of the 

rate of return reflected on its surveillance reports. Because 

FPL ha s earned 15.6% on that very substantial invest11ent, the 

excl usion of the project fro• the calculation se r ves to 

si gnificant 1 y und ers tate the sy ste• rate of return reported on 

the surveillance forms . 

26 . FPL also exc l uded the oil backout investment and 

r eve nues from the calculation of the tax savings refund due 

customers for calend ar year 1987 and intends to exclude the 

su bjec t from the calcula t ion of refunds for future periods. Rule 

25 -1 4.003, F.A.C., requires the utility to return to customers 

part or all of the revenues associated with the dec r ease in 

in come t a x rates. The portion to be returned to customers is 

dependent upon and is a functi on of the utility's earned rate of 

retur n. FPL's practice of omitting oil backout revenues from the 

ca lculation of earned rate of return has amounted to much more 

than a misleadi ng indic ation of the utility's financial health; 

j! has materially reduced the refunds of excess earnings r eceived 

13 



by customers under the rule. This use of the oil backout 

me chanism constitutes an abuse of the policy considerations which 

l ed the Commission to implement the oil backout rule and to 

qualify FPL' s transmission 1 ine investment under the rule. The 

purpose of recov ery of transmission line costs "outside base 

rates• was to make possible the accelerated depreciation of 

qualif ying investments; the purpose r as lli. to insulate su ch 

inve stmen t s from regulatory scrutiny, or to distort financial 

statements, or to safeguard a rate of return which is 

unreaso nably high for current conditions. 

CONCLUSION 

The Commission should not allow FPL to perpetuate a charg e 

tha t i s unjust, unreasonable and unfair in the context of 

circ uQstance s vastly different from the assumptions on which its 

approval wa s based. FIPUG requests the Commission to assert 

juri sdict ion over this petition, and upon hearing: 

1. Dete rmine that FPL's Transmission Project has failed to 

achieve the "primary purpose" which led the Commission to qualify 

i t under Rule 25-17 .01 6, F.A.C.; 

2. Find tha t, in light of actual experience, prospective 

o ppl i cation of the en ergy-based oil backout charge for r ec overy 

of :ost s associated with the 500 KV transmission lines would be 

unjust , unreasonable and unduly discriminatory, within the 

oea ning of Sections 366.06(2) and 366.07, Florida Statutes; 

14 



3. Determine that all oil backout revenues based on alleged 

benefits associated with the deferral of Martin coal units have 

bee n improperly coll ected from customers; 

4. Direct FPL to refund to custo•ers all •accelerated 

dep reciati on• revenues associated with the inclusion of alleged 

Martin deferra l benefi t s in the calcu ,ation of net savings; 

5. Order FPL to terminate the o : l backout charge; 

6. Direct FPL to reflect the 1nwest•ent and revenues 

associated with the 500 KV lines in its surveillance reports; and 

7. Instruct FPL that recovery of costs associated w1th the 

transmi ssion 1 ine must henceforth be acco•pl ished through the 

operation of the utility's base rates. 
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2. Application of FPL, Docket No. 820155-EU 
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CERTIFICATE OF SERVICE 

I HEREBY CERTIFY that a true and correct copy of FIPUG's 

Petition to Discontinue FPL's 011 Backout Cost Recovery Factor 
~'~ ~c.l'• "'W'.I\ 

has been furnished by ~.S. Matt ~o the following parties of 

r ecord, t his _...;..27_t~h.;,__ day of January , 1989. 

Matt hew H. Childs 
Steel, Hec t or & Davis 
3 i 0 Wes t Co l lege Avenue 
Tallahassee, Florida 32301 

Suza nn e Brownless 
Flori da Public Servic e Com•ission 
Divis ion of Legal Services 
101 East Gaines Stree t 
Ta llahassee, Florida 32399 
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ica 500 IV ~ranamiaaion proj•ccl 
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DOCIE~ NO. 820155-£U 
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ISSO!D: 10-1-82 

The !ollovinq Coaaiaa,onera participated in the d1spos~:~on r1 
ot t hiS maccer: 

JOSEPH P. :BESSE, Cbai raan 
KATIE ltiiCBOLS 

APPEARANCES: Matthew M. Cbil~ and John Butler, of the 
fira st .. l, lee~o: and Davia, 1400 S.E. P1rsc 
Hacional lank lldq ., Miami , PL 33131, on behalf 
of florida tower • Light Coapany. 

Joaepb A. NcG1ocblin, of cbe fi~ Lavaon, 
McWbircer and Grandoff, •· o. lox 3350, 
Ta.,a, PL 33101, on bebalf of florida 
Induacrial Jover Vaera Group. 

Stephen rote1, leajaain Dicken• and Michael 
W11aon, Office of tublic counael, a.. 4, 
Tbe lolland 11df., Ta11&baaaee, rL 32301, 
on behalf of the Citiaea. of tbe State of 
flodda. 

Bouie E. oavu, llaq., 101 E. G&inea sc., 
Ta1labaaaee, n. 32301, on behalf of tbe Coaiuion 
Staff. 

Wi111aa 1. lileaky, General Counael and Kathleen 
Vi llacorta, 101 1. G&inea ltreec, Tallabaaaee, 
PL 32301, •• adviaera co cbe co .. 1aa1onera. 

PJIWc Olpr:R 

BY THE COMMISSI<* 

By a pecition filed on Karch 30, 1982, Florida Power ' 
Liqht Coapany (hereinafter IPL) aouqhc approval of an Oil Backou t 
coat Recovery ra~oc to recOYer cbe coat: of ita proposed 500 KV 
cranaaiaaion line project:. 

~e Oil aackouc Coat Recovery raccoc Ru le, Rule 25-17.16, 
Fla. A~in. Code, (hereinafter referred to aa che Rulel was 
adopted by the Co~aaion on January 29, 1982 . The Rule 1s 
intended co allov che ti .. ly recovery of the coat of implement:r.g 
aupp1y aide conaervacion projecca vboae primary purpose 1s the 
econom1e diaplaceaeac of oil teneraced eleccrici~y. 

To qualify foe recovery under the lule, a project must ceet 
three ceaca: 

ll The ~rimary purpoae of the project euat be the econc~1c 
d1aplacecent of 011 (Rule 25-17.16(3)(a)(1), rla. ~~1n . Code ! ; 

Attachaent 1 
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2) There au•~ be a cuaula~ive preaen~ value of expec~ed net 
aavinqa to ratepayers within the fir•~ ten years of co .. ercial 
operation of the project (lul ' 25-17.1S(3)(a)(2), fla. Admin. 
Code ) 1 

3) The project auat b4- tbe aou econoaicd alternative 
available [Rule 25-17.1,(3)Ca: r3), fla . Adain . Code]. 

Tbe Rule alao provide• t hat unleaa waived by tbe 
Co.aiaaion, a project auat be qua.iri d under tbe Rule before 
conatruccion begina (aule 25-17.11(3)(c), fla. Adain. Code]. Aa 
rPL betan conacruction before tbe Rule waa adopted, tbe iaaue of 
wbetber a waiVer abould be ~uced ia preaent in tbia caae. 

Pinally, t.he ble allow• tbe coaaiuion to autbor ize 
eoaaenc ... nc of coat recowecr tbroutb an Oil aactout aecovery 
factor before a project ie placed in coMercial ••nice if 
n.ceaaary to preeerve tbe fl·aaaciel intetrity of a utility (Rule 
25-1T. l,(4)(f), fla. Admin. Code). ln ita petition, PPL aought 
tbia autboriaation. lovever, 1n Ceder ~. 10819, the coaaiaaion 
11a1ted the acope of thie docket to the iaeue of qualification of 
the project undec t.be JIUle aDd truefe.rred the i .. ue of whether to 
allow PPL to c~nce coat recovery throutb tbe Clauae before 
coaaercial operation of tbe project, to the Coapany'a pending rate 
caae, Docket •o. 120097-IU. 

The parties in thia clocket include the Coapany, the 
co .. iaaion Stat!, Public cowneel end tbe florida Industrial rover 
oaera Group (PIPOC). Duly noticed bearint• were beld on June 17, 
June 18, July 30, and Autuat 3, 1912. 

Aa propoaed by the eo.pany, the tranamiaai on line project 
conaiata of tvo 500 IV line• and associated eubatation facilit1ea, 
ex~endint dovn tbe florida eaec coaat from tbe Ceortia-rlorida 
ltate line to Martin and lt. Lucie Countie• vh•r• they will ti~ in 
with the exiatint 500 IV t:rat... Tbe project ia neceaaary to 
increa•e tbe trana!er capability betw .. n tbe SOuthern Coapany 
(hereinafter Southern) electric ayec .. end the rPL •Y•tea, and 
thul allov the purcbaae of up to 2000 KW of fira unit paver by PPL 
from southern. Southern eapecta to bwve power produced from coal 
tired qeneration available for aale on a !ira ba1ia in varyin9 
amount a through the aid 1990 '•. Tbia 1a ao•etiaea referred to as 
~he coal bubble. Becauae of the projected price di tferentla l 
be~ween coal and oil, FPL, vbo reliea heavily on oil fired 
qeneration, baa pucchaaed up ~o 2,000 MW of Southern' • coal by 
v1re. Tbua, coapletion of the propo1ed bi9h volca9e cransmiss1on 
linea will reaove the aajor iapedi .. nt to the t.portation of the 
2 ,000 KW of coal by wire tha~ bave been purchased by FPL. The 
project will alao iaprove the electric ayat .. reliabili~Y for all 
peninaular florida utilitiea. 

The Coapany preaented tbe testimony of three vitneeaes. 
Mr. Michael Cook preaented tbe Company's fuel forecascs, Hr. Ja~e• 
scalf described the project in detail and preaented the fuel 
aavings calculationa, while Mr. Joaeph Boward pceaen~ed the 
deferred capacity calculation• and ~he qualification analys1a . .. 

Mr. Jaaea Dittaer ~••tified in oppoaition to che pco)~~t's 
qualification under the Rule on behalf of PUblic Counsel. Wh1le 
PIPOG pre*ented no vi~neaaea, it actively partici~~ed 1n tne 
bearings, alao contendinq tha~ the project doea not qual1t )' under 
the Rule. 
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Interpretations of tbe Rule 

In addition to fuel aav11 1•• the coapany identified other 
costa aavinv• made poaaible by t 'le project. Tbe CoJIPany presented 
evidence tbat coapleci on of tbe project would allow cbe deferral r 
ot the in service datu of tbe ;:oapany'• planned coal Urftd unas, _I 
Martin Onita 3 and • and OnaiteQ Oaita 1 and 2 froa 1987, 1988, 
1990 and 1992 , reapectively, to 1. 92 and beyond. Tbe c~apany also 
presented evidence tbat coapletion of the project would allow • 
reduc~ion in tbe apinnin9 reaerve requ1ce .. nca the Coapany must 
uinta in . 

The queation aroae •• to whether benefita, otber than f uel 
aavinva, conferred by aa oil backout project could be lncl~ded in 
tbe qualification analyala. riJOG aad PUblic counael took the 
poaicion tb&t aubaectioaa l(c) and (3)(&)(2) of the Rule required 
tbe Coaaiaalon to conaider only fuel aavln9• ia deceralninv 
vbether tbe project qualified under the rule. Tbe Staff cook the 
position tbat vheo tbe costa and benefi tt of a project cannot be 
separated, as ln tbia caae, tbe preaenc rule allova the Commission 
to consider all of tbe costa and all of the benefita aaaoc1ated 
vith the project . Tba C~f contended tbat the preaen~ Rule 
authori%ed tbe coaaiaalon to conaider all of the costa and all of 
the benefit• aaaociated vltb tbe project in deterainin9 
qualification. 

Because tbe Ooaaiaaioo vaa dia .. tiafied with that port1on 
of the Rule 4ealin9 vitb tbe calculation of the aaount of aavinga 
allowed tbe coapaay aa additional depreciation, ve opened a 
rule .. kinCJ docket to conaider aaendaenta to the Rule . One of the Ll'. 
au9veaced chanvea ve adopted aaenda 8ubaecton (l)(cl to aake clear 
that tbe Coaaiaaioo .. y consider all of tbe coat• and all ot t he 
benefits a .. ociated vitb a project in 4eteraininv vbetber it 
qualifies for coat recovery under the Rule. Bovever, ve di d not 
vote on the propoaed ... ndaenta until Au9uat 3, 1982, and the 
a .. ndaenta to the RUle did aot becoae effective until August 31, 
1982, vbile tbe vou in tbia caae vu taken on Au9uat 3, 1982 . 
Therefore, if it qualiflea at all, tbe project auat qualify for 
coat recovery under tbe RUle •• it eziat~d on August 3, 1982 , and 
therefore, ve auat interpret the lanvuave of tbe Rule as it then 
existed. The lan9uage in queation ia •• follova: 

• cumulative Present Value of lxpected Net savinga• 
means t he cuaulative present value of tbe annual 
oil/non-oil fuel expense dif.ferent ial a .. ociated 
vitb the propoacd oil backout project leaa the 
projected annual atraivht line depreciation 
expense over the •uaed and uaeful' life of the 
propoeed project, leaa tbe annual increaental coa t 
of capital expense aa•ociated with the proposed 
project, leas tbe annual oil/non-oil taz ezpenae 
aaaociated vith the propoaed project, leaa the 
annual oil /non-oil oper&tin9 and .. intenance 
expenae differential, excluaive of fuel expenae , L! 
of che propoeed project, l eas the differenc1al 
coat aeaociaced vich the early retireaent o! 
ex1ating plant a nd the deraced capacity , if any; 
leae any other eoata incurred specifically as a 
result of the proposed oil-backout project, 
whether aucb eoaea are i ncurred before or after 
the coaaercial in aervice date of the proposed 
project . Rule 25-l7 .16(l)(c), fla. Adain . Code 
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we find thia lanvuave aufficiently broad to allow u3 to 
conaider all of the coata and all of tbe benefita aaaociated with 
a project in determinin9 vbet ' er a project qualifiea tor coat 
recovery under tbe Rule. Nbil• tbe preaence and aavnitude o! 
beneflta other than fuel doea nave aivnificant bearinv on the 
iaaue of vhetber the prlalry ~rpoae of tbe project ia oil 
diaplacement, ve do not belie\ ~ the Rule aa it then existed 
required ua to blind ouaelvea t ~ ao .. of tbe beneficial 
conaequencea of iapleaentiD9 the project while coapellin9 
incluaion of all of the coata of ~ ~ coject in tbe qualiflcation 
analya1a. Coate, aa uaed in tbia aection of the Rule, ... n both 
poaitive •nd ne9ative conaequencea, or coata, of iapleaentin9 a 
propoaed oil ~ckout project. ~ua, ve bold that once the 
priaary purpoae of a project la deterained to be oil 
diaplaceaent, both the ori9iaal and aaended lanvuave of 
Subaection (l)(c) peraita ua to conaider all of the coats and all 
of the benefita aaaociated with a project in deterainin9 whether 
it qualitiea tor coat r ·ecovery under the Rule. 

The Pr imarr rureo .. Teat 

One of tbe pivotal laauea ln tbla caae ia whether the 
priaary purpoae of the propoaed project ia the diaplaceaent of 
oil . Tbe Staff took the poaition, in which tbey were joined by 
the Company, tbat if the 9roaa fuel aavin9• expected fro• the 
project outveivhed all otber 9roaa aavinva, aa they did in thia 
caae, that tact alone concluaively eatabliahed oil displacement 
aa the priaary purpoae of the project. On the other hand, Public 
Counael and PIPOG took the poaition tbat rather than oil 
diaplacement, tbe priaary purpoae of thia project waa to meet 
increaaed load and iaprove ayatea reliability. 

Mr. Scalf teatified on tbia iaaue on behalf of the 
Coapany. le atated tbat vhlle portiona of the project had been 
included in tbe Coapany'a lonv ran9e tranaaiaaion expanaion plan 
for reliability purpoaea, the deciaion to accelerate conatruct ion 
of the project and coaplete it by 1t86 waa aade aolely on the 
baaia t hat coapletion of tbe project by that date vaa neceaaary 
to take full advanta9e of the coal by wire available for sale by 
Southern. Mr. Scalf eaphaaized that tae qroaa !uel aav1n9s 
expected from tbe project are 14.3 bi llion in 1982 dollars vh1le 
the capacity deferral benefita are Sl.2 billion in 1982 dollars. 

Hr. Dltt .. r testified in aupport of Public Counsel's 
posltion. Be teatitied that four factors led him tc. conclude 
that the unit power purchaaea were gade by PPL to facilltat e load 
growth rather than to diaplace oil. Pira~, Mr. Dittmer testi!Led 
that PPL bad planned to add four coal fired generat ing un: ta 
betveen 1987 and 1992. Tbeae unita vere planned to facilitate 
load growth and aince the coal by wire unit power purchases have 
deferred conatruction of the unite, the purchaaed capacity muat 
alae be neceaaary for load grovth. Second, PPL'a projected 
reserve margin at the time of winter peak with and without the 
capac1ty purchaaea demonatratea that they are necessary to ser ve 
to aeet expected load grovth. On croaa exam1nat1on, Mr. Dlttmer 
admi tted that the Company aeta ita reaerve margin baaed on LOLP 
studies, and the r elevant comparison is the Company'• reserve 
marg1n wi th and without tbe capacity purchaaea at the time o! lta 
summer peak. Third, a tranaaiaaion line network of which the 
proposed project ia a part baa been planned toe over a decade f or 
reliability purpoaea . rourtb, the amount ot oil projected to be 
consumed by PPL increaaea trom 1982-1992 and therefore, no o11 
will ac tually be diaplac•d, but rather load growth will exceed 
the gr owth 1n non-oil f i red generation . 
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Viewing the evidence aa a vhole, ve find the pcsitlon of 
no party entirely persuasive. We reject the Staff'• posit lon of 
simply comparing groaa aavin~~ aa wholly detera1native. Whether 
the pr imary purpose of the pro ject ia oil displacement requ1res a 
keener analysis. Bovever, ve alao reject the contentions of 
Publ ic Counsel. In our aind the iaaue ia beat resolved by 
allocating the !uel coata o! ~ he project against the fuel savings 
and the capacity coats o! the r roject against the capacity 
aavinga. We think it proper to allocate coats and benefits 1n 
thia caae becau•e the Coapany co~ ' d h ve purchased the coal by 
vice power on a non-!ira baaia, thereby avoiding the capac1ty 
coats due Southern but alao toregoin9 the deterred capacity 
bene!ita. If the net fuel aaYinva exceed the coat ot the 
project, tbe Coapany baa aet ita burden o! proof on thia issue 
and demonstrated that tbe priaary purpose of the project 1s o11 
diaplaca .. nt. Tbe Coapany baa done tbis in Exhibit 15(j). 
Direct fuel aavinge !roa tbe project are 13,785,430,000 and the 
fuel savings attributable to reduced apinning reserve 
requirements are alU,,84,000. Prom thh 1a subtracted thu 
foregone benefit of lover ayatea fuel coats if tbe Martin On1ta 
bad been built •• originally planned of 12,138,125,000. Also 
subtracted are the Schedule I purchased pover cbargea. Thus, the 
net fuel aavinga expected fro• tbe project are 11,396,455,000. 
Thia vell exceeds the projected coat of t te project of 
1850,584 , 000. 

The Fuel Price Forecaata 

Whether thia project vill ultiaately prove to be cost 
effective to PPL's ratepayers depends on the price differentlal I I 
between oil tbat vould bave been burned by FPL to generate 
electricity and coal tbat vill be burned by Southern to produce 
the pover purchased by PPL. Mr. Michael Cook testified on behalf 
of FPL concerning the projected oil/coal price differential 
through 1992. Mr. Cook presented a banded oil price forecas t. 
The high band forecast vas published by the o.s. Department of 
Energy in February 1982. Mr. cook testified that he throuqh the 
DOE f orecast vaa overly pe .. iaiatic and that he vould not use it 
for planning purpoaea, but that it did portray the likely course 
of oil prices in the event of a austtined period of restrlcted 
oil supplies and continued growth in demand. The mid band 
forecast presented by Mr. Cook vas the fuel price forecast 
prepared by the Florida coordinating Group (FCG). Th1s forecast 
vas assembled by the FCG and ia the conaenaua forecast of a ll of 
t he Florida utilit1ea. Mr. cook ltated that the FCG forecast vaa 
the moa t appropriate !or use in thia proceeding aa he cons1de red 
the results to be middle of the road estimates of the future o1l 
prices of FPL and other Florida utilities . Thia forecast was 
made by taking the act ual fuel prices paid by the utilitles at 
the t 1me the forecast vaa aade and escalating them by t he ra tes 
o! escalation for oil forecasted by Data Resources Incorporated. 
The low band forecast vas prepared by FPL and Mr. Cook 
characterized it as a conservative foreca s t. It assumes stronq 
user conservat ion, no supply dlsrupt1ons and a cont1nued need f or L 
produc1n9 nations to m&1ntain relatlvely hlqh productlon levels. 

The relevant coal pr i ce torecaat vas provided by Southern 
and 1s thelr estima te of the price of coal that v1ll be burned 1n 
the units from which FPL will purchase power. Mr . Cook testlfled 
that thla forecast begins with current contract coal pr1ces and 
escalates thea over the next five years on the bas1s of spec1f1c 
information developed by Southern and beyond that by DRI's coal 
esca l ators. To this ia added a projected rail transpor tatlon 
rate. 
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Baaed on tbe evidence before ua, ve find tnat the fuel 
price forecasts are reasonable and are of sufficient reliabl lity 
to warrant their ~•• aa the startin9 point for our deterainat lon 
that the project qu•1ifiea ~nder the rule . 

Calculation of the Puel f!v nga 

AA required by tbe i •• tbe Coapany calculated the fuel 
aavinga expected froa the prt 1ect uain9 a production coat 
aiaulation aodel, coaaonly ref erred to aa PIOMOD. The PROMOD run 
indicated the aaount of c~l by w., tbat could be econoaical ly 
diapatched on rPL'a ayatea. The nuaber of barrela of oil needed 
to produce an equivalent aaount of power vere then detera! "ed. 
Tbe reaultant difference between tbe coat of tbe barrel• of oil 
and the coat of coal by wtre ia tbe expected aaount of net fuel 
aavin9a due to tbe project, wbicb, &long vitb otber benefits of 
tbe project, can be coapared to tbe coat of tbe pr~ject to 
deteraine if it ia coat beneficial to the ratepayera. 

Calculation of Deferrtf captcitY l!nefita 

Mr. Scalf teatified tbat durint lt79 and 1910, before the 
coal by vire purchaaea .. re conau ... ted, Martin Onita 3 and 4, 
700 KW c~l fired unite, were acbeduled tor in aervice dates of 
1917 and 1911 t o aaintain adequate reaerve aar9ina . Another 700 

11Wieoal Clfld"unit, referred to aa Onaited Onit 1 vaa scheduled 
for completion in 1990 alao to aaintain adequate reserve 
aargina. The co~ny'a coaaitaant to purchase 1,000 KW of coal 
by vire froa Southern in Pebruary 1911, peraitted PPL to defer 
the Martin Onita tO 1919 and 1990 . Tbe purchaae of an additional 
1,000 KW of fira power in Pebruary 1912 allowed fur~ her defer ral 
of tbe Martin and Unaited Onita to 1992, 1993 and 1994 . 

To deteraine the benefit, if any, flowinq to the 
ratep.yera froa deferral of tbeae unite, tbe Coapany calculated 
tbe annual carrying chargee for the units for tbe y•ara in which 
they would have gone in aervice &baent the coal by wire 
purcbaaea . 'l'o thi• vaa added tbe 06M artd fuel coats tbat would 
have been incurred bad tbe units not been deferred. Subtracted 
froa this total vere tbe oil diaplace .. nt benefits that voulo 
have been realized by the addition ol tbe Martin and Onaited 
Onita according to the ori9inal t ime table . The reau1tinq net 
avoided coat, aa abovn in line (Z) of Docuaent 3 of Exhiblt 11, 
achieved in tbe years 1917 tbrou9b 1992 totals S3,394,89l . 

Teatiaony vaa preaented botb on tbe aethod of calculating 
theae benefic., aa outlined above, and on tbe underlying 
aaauaptiona concernin9 tbe coat of tbe avoided units. Baaed on 
the record before ua, ve conclude that the aaau.ptiona aade by 
the Company and the .. tbod of calculatin9 tbe benefits resulting 
froa tbe deferral of tbe ualta ia reaaonable, and, aa previously 
indicated, were properly included in tbe calculation of the total 
expected net •avinga of the project. 

Reliabil itY Benefits 

Completion of tbe tranamisa~on l ine project will 
significantlY iaprove PPL'• system reliabili t y, principally ~~ 
preventing electrical aeparati on fro• the Southern electrical 
ayatem for single generation contin9enciea. Iaproveaent in 
reliability allowed fPL to reduce ita abaft apinn1n9 reserve 
requirement fro• approxiaately 320 MW to 120 KW, result i ng in 
annual savings of Sl5,000,000 to S30,000,000 per year tor PPL, as 
aho~n on line (P) of Docuaent No. 3, Exhibit 11. These sav1n9a 
were properly included in tbe calculation of the total expected 
net aavinqa of the project. 
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The cumulative Preaent Value Teat 

Having calculated the expected aavinga, the Rule next 
requires a deteraination of the expected net aavinga from the 
project in the firat ten yr~r• of co .. ercial operatlons, t hat 11, 
a netting of the COitl Of tb~ ptoject against the expected r 
aavinga. The relevant period of eaaaination in thia caae ia 
1982-19927 to qualify under the aule, tbe project auat ahow a 
cumulative present value ot 8Xpected net aavinga vithin t hat ttme. 

Docuaent Mo. l of bbibi t 11, jointly aponaored by Mr. 
Bovard and Itt. Scalf, ebowe tha~ t.u project will produce net 
aavinga witbin the tequeated tiae period. In calculating the net 
aavinga abovn on Docu.ent 10. l, Mr. lovard uaed tbe aoat 
probable caae oil and coal ptice forec&atl and aaauaed a weighted 
average increaental coat of capital of 13. 00,, including a return 
on equity of lt•. le aleo included both net fuel aavinqa and 
capacity deferral aavinge in bie analyaie. Witb tbeee 
aaauaptiona tbe project il expected to yield a cuaulative present 
value of expected net eavinge of *'51,194,000 tbroutb 1992. 

Me find tb&t tbeae exhibit• deaonatrate tbat there ia a 
cuaulative preaent value of expected net aavint• within the firlt 
ten year• of co .. ercial operation of the project. Tvo 
observations are in order concerniDCJ the qualification analyaia 
shovn in tbia eabibit. Pirat, tbe fuel aavinga are conservat i ve 
since they iqnore tbe poaaibility of additional fuel savings that 
are likel y to be acbieved tbrougb tbe alternate and supplemental 
energy proviaion of rPL's contract with Southern. In a nutshell, 
the alternate ener9Y proviaion entitle• rPL to receive energy I 
froa leas eapenaive coal unita in tbe Soutbern ayatea whenever it 
ia aviafiiladblie anhd aore econoa~l tban

1 
tbe en

1
erqy froa the unit• _ 

apec e n t e contract . •ue eupp eaenta energy provia ion 
entitle• PPL to energy froa other unite to aaintain PPL'• 
capacity entitleaents during periods vben power froa the units 
specified in the contract ia unavailable . The savings from t he 
alternate and suppleaental aavinqa would increaae the cumulat ive 
present value of expected net aavinga froa S85l aillion to Sl .09 
billion. 

Second, we emphasize tbat vbile it ia appropriate to 
aaau .. increaental coat• of capital, tLe iasue of the appropr iate 
coat of capital for the project 1a expreaaly reaerved for 
decis ion at aucb tiae aa the Coapany l .. ka actual recovery under 
the Rule. Nonetheleaa, aince tbe effect of the Company'• 
aaaumptiona ia to perbapa underatate expected aavint• and perhaps 
overataee expected coata, tbe analyaia, for qualification 
purposes, ia valid, and we fiDd tbat tbe Coapany haa aet its 
burden of proof on ehia iaaue. 

Tbe Moat Economical Alter native Teat 

The next isaue that auat be conaidered ia whether the 
pr oposed 500 KV line project ia tbe .aat economical a l ternat 1ve 
ava1lable. Tvo diatinct queationa vera raiaed concerning thls L 
po1nt . The fir s t ia whether, looking beyond the 10 year horizon 
1mpoaed by the Rule, deferral of ebe Martin and Unlited 0n1tz 1s 
coat beneficial to the ratepayer•. 

Kr . Scalf presen ted an analyaia of the long term coat 
conaequencea ot deferr i ng the unita in queation. Aa ahown in 
Exhibit 15, if the units are deferred until 1992 and beyond, the 
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breakeven point (tbe point at which coat increases due to 
deferral exceed coat aavinga fro• deferral) ia reached in the 
year 2002 . Kr. Scalf testified that be limited the analys1s c~ 
the twenty year period, 1'87-2007, because of the increasing 
uncertainties associated " ith forecasting much beyond 20 years. 
Prom th ia analyaia, be con .luded tbat deferral of the units wa1 a 
prudent decision aince rat•payera are expected to receive aavinqa 
aa a r esult of deferral f Jr at leaat 15 yeara and advances in 
technology, or reductions ' n the coat or availability of capital 
may occur in intervening ye. ta vbicb would puah tbe breakeven 
point further toward tbe hor . xon . 

We do not find Kr. Scalf'• analysis perauaaive becaus e it 
doea not cover tbe entire econo•ic life of the plant. However, 
no vitneaa diaagreed with tbe truia• that aa long aa the 
increased coat of conatruction doea not exceed the increased coat 
of capi t .al, deferral of tbe conatruction of a generation 
facility, until tbe capacity ia needed, ia a prudent economi c 
deciaion, and in tbe b .. t intereat of tbe ratepayer . 

The aecond queation ia whet her it ia .ore econo•ical for 
PPL and tbeir ratepa,era, to purcbaae fir• capacity froa Southern 
or build ~ew coal fired capacity itaelf . If PPL ia paying 
Soutbern acre tban it would coat to build the Martin Onita as 
originally planned and generate tbe electricity itaelf, tbe 500 
KV line project aight not be the aoat economical oil backout 
alternative available. lovever, Docuaent 3 of Exhibit 11 shows 
that on a S per IW baaia, the capacity cbargea paid by PPL to 
Southern for coal by wire are leaa tban the projected capacity 
carryi ng cbargea of the Martin and Onaited Onita. 

Finally, Kr . Scalf testified that there are no other oil 
backout projects tbat could be iapl .. ented within the next ten 
years that would produce tbe .... level of aavinga to tbe 
ratepayers aa the 500 IV line project, and that tbia project does 
not preclude other oil backout projects that prove technically 
and econo•ically feasible. Public Counsel contended that PPL had 
not presented sufficient evidence aa to other oil backout 
project• it .. y have conaidered in lieu of or in addition t o t he 
500 IV line project. However, aa stated by Mr . Scalf, the 500 ~ 
line pr oject waa initiated to take advantage of what at this c1me 
appears to be a unique and abort lived coal bubble and no other 
oil backout project during tbe aa•e ti .. period has surfaced 
which could be iapleaented during tbia time period and ach1eve an 
equivalent amount of aavinga. Therefore, we find the Company has 
ahovn by a preponderance of the evidence that the 500 lV l1ne 
project ia tbe •oat economical alternative ava1l able. 

Waiver of Project Qualification Before Construction 

Finally, to qual i fy the project under the Rule, the 
co=misa1on must determine whether to waive the r equir ement tha t 
the coapany obtain approval of coat recovery under the Rul e 
before conatruction of the project begins . The ev1dence ia clear 
that the Company made conacruction expenditure comaitaenta and 
actually began construction well before the Rule vas adopted. 
Both Public Counsel and PIPOG contended that since conacruct1on 
began before the Rule vas adopted and aince the coapany has not 
absolutely cond1cioned continuat1on ot the project en 
qua11t1cation toe coat recovery under the Rule, there is no 
juatif1ca t1on for wa iv ing cbe requirement of pr1or approval. 
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Yet, we find pereuaei ve juet1f1oat1on for vaiv1n9 th1e 
requirement of tbt Rule. lad the Coapany deferred oonetruction 
of the linea u~til our lule wae adopted, it would not have 
poaaeaaad the ability to iaport coal by vice durin9 the year• it 
w111 be available for aale. Jetuaint to waive the prior approval 
requirement WOUld IJIOUnt tO penalhing the Company for UtcC111.n9 r 
diligence on behalf of 1 1 ratapayera, and thia we decline to 
do. We find that waiver of tbe prior approval requirement, aa 
permitted by aubaection (J)(c) of tbe Rule ia justified and the 
saaa is hereby tranted . 

Wholesale Rate Isauea 

Iasuea were raiaed at ~ • prebaaring conference as to 
whether FPL'a vholeaale cuato .. ra will bear their proportionate 
ahare of the project'• coat, bow vbaelin9 charges will be treated 
in coat recovery, and vbetber the coat of this project will be 
incorporated in PPL' 1 vbeel1d9 rate. lihUe Mr. Scalf teati!ied 
on all tbr .. of thea• iaauea ve find tbe record aufficiant t o 
support a findin9 only that PPL'I wholeaale cuatoaera will bear 
their proportionate abare of the project'• eoatr we reserve 
daciaion on tbe latter iaauea. 

Tbia docket vaa originally assigned to a panel ot fi ve 
co .. iaaionere. letveen tbe June and July baacinga, the Chairman 
reassigned tbe caae froa fiYe coaaiaaionera to two. Public 
counsel queationed tbe legality of this. Bowavar, Section I 
350 .01(5), Florida Statute• (ltll), empowers the chairman 
to • .•• aaaitn the Yarioue proceeding• pending before the 
coa11111i0n requicint bearint• to two or JIOre coaiuionera• in 
order to •diltribute the workload and expedite the commission'• 
calendar •. •• • At the July htarin9, the Cbaicaan indicated that 
the caae bad been rea••1tne4 pr•cieely to diltr ~~ute the workload 
and to expedite the calendar, the other three ooaaillloner• not 
being available tor the July hearin9 and all five not beinQ 
available for several aontbl. Therefore, we find the reduct i on 
ot the size ot tbe panel proper. 

concluaion 

Bavinq tound that the primary purpoae ot the proposed 500 
IV line project ia tbe dieplacaaent ot oil tired qenera cion, chac 
there is a cumulative present value ot expected net aav1ngs 
within the firat ten years of commercial operation ot the 
project, and that tbe project ia the aoat econom1cal alternacive 
available, we conclude, aa a aatter ot law that the projecc 
qualities tor coat recovery under the provisions ot the Oil 
Backout Coat Recovery Factor Rule, Rule 25-17 . 16, 'la. Admin. 
Code. 

As previously noted, ve reserve the 1aaue of t he 
appropriate coat o f capital tor the pro j ect to use 1n cal cu l a c1 ng L 
t he revenue requ1remanta to be recovered through the Clause untl ! 
auch t1me aa the Co.pany aeeka actual recover y thr ough the 
Clause. And the iaaue of whether the Company should be 
author i zed to commence coat recovery before t he project is pl aced 
in commerci al operation will be deter•ined 1n t he company 's 
pendinq rata case, Docket No. 820007-£0 . 

WBEREPORE, it ia 

ORDERED by tba Florida Publ1c Serv1ce CODm1S S10n t hat the 
propos ed 500 rv trana•iaa i on line project qual1!1es for recover y 
unde r t he provisions of the 011 Backout Coat Recov ery Pactor, 
Rule 25-17.16, Plori4a Adainiatr ativa Code. It ia further 
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ORDEISD tba~ Docket Mo. 120155-!0 be and the same i• 
hereby closed. 

By Order of tbe ~lorida PUblic Servi ce co .. ission, ~hi1 
lat day of October 1912. 

(SEAL) 
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Before the 
Florida Public Service Co.~tsston 

In Re: Petition of the Florida Industrial) 
Power Users Group to Discontinue Flortda ) 
Power l Light ec.pany's Oil Backout Cost ) Docket No. ____ _ 
Recovery Factor --~ 

STATE OF MISSOURI 

COUNTY OF ST. LOUIS 

AFFIQAYIT Of .JEFm tDL1JK1 

) 
) 
) 

ss 

Jeffry Pollock, after first being duly sworn, deposes and states: 

1. My nue 1s Jeffry Pollock. I • a Principal in the firm of 
Orazen-Brubaker & Associates, Inc., and I .. e.ployed as a consultant in the 
field of utility rates and service. 

2. I have been retained by the Florida Industrial Power Users Group 
to analyze the perforMance and experience of certain of Florida Power and 
Light Company's 500 KV trans•iss1on lines (i.e., the Trans•ission Project) 
in accompl ishing fuel and/or net savings for FPll's ratepayers since the 
lines were approved, pursuant to C~ission Rule 25-17.16, F.A.C., as an oil 
backout project in 1982. In the course of -.y analysis, I have reviewed 
FP&L's Fuel and Purchased Power 011 Backout Filings; the Ten-Year Power Plant 
sHe Plans; test i1110ny presented by FP&l in the Nonfh'll load Methodo 1 ogy 
proceedings (Docket No. 870198-EI); FPll's APH Filing (Docket No. 880004); 
FP&L's Surveillance Reports; and various FPal Ftnancial Reports . 

3. When FP&l applied to the Co.ission for approval of the construc-
tion of the 500 KV trans•tssion lines to Georgia as an Oil Backout project , 
it projected that the $335 •ill ion 1nvestlent tn the lines would economically 
displace oil -fired generation within the first ten years of cOMercial 
operation. The projected fuel savings of $3.5 billion (~oatnal} were predi ­
cated on the assumption that oil would bec011t increuingly more expensive 
relative to the cost of importing coal-fired generation fro. the Southern 
Company (i.e ., the coal-by-wire purchases). In addition, FP&l predicted that 
the Transmission Project would enable the utility to defer construction of 
three large coal-fired units by two years or •re, and it clai~~ed approxi­
mately $3 .4 billion (nominal) of additional savings associated with the 
deferral of those units. Coupled with the add1t1ona1 capacity costs of the 
project (estimated to be $4.3 billion na.tnal), the tot1l net savings, thus, 
were projected to be S2.6 billion (nominal). Based on the then net present 
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value of these projected savings, a substantial portion of which were related 
to fuel, the Commission authorized FPll to recover the revenue requirements 
associated with the lines through a special energy charge (the Oil Backout 
Cost Recovery Factor) and to collect and apply two-thirds of any •net sav ­
ings " as accelerated depreciation. 

4. The projections on which approval of the lines as an Oil Backout 
project was based have not 11aterialtzed. Instead, oil prices decreased 
dramatically. I have prepared as an -xhibit to this afftdavit Schedule I, 
which compares projected and actual net savings associated with the Transmis­
sion Project. Schedule 1 det10nstrates that even if the projected S3. 5 
billion of fuel savings had .aterializ~rl, it would have been more than offset 
by the $4.3 billion capacity costs assoc •ated with the project (e.g., Trans­
mission Project revenue require~ents and U"it Power Sale da.and charges). 
But for the alleged •deferral• savings, the Project would have failed the 
economic test because the ratepayers would have been charged $800 million in 
higher rates. On the basts of actual experience and current forecasts, the 
losses will be substantially higher than originally projected--$666 million 
through 1987 and $1,668 •i111on through 1992. (These ..aunts were based on 
FP&l ' s own projections of oil prices and ftr. purchased power expenses.) The 
ratepayers, thus, have already absorbed $215 •illion, in higher rates than 
was assumed in FP&l's original 1982 projections, and can expect to absorb 
iSlQ million in higher rates by 1992. (Supporting analysts is provided in 
Schedules 2 and 3 of the exhibit to this affidavit.) These facts, along with 
the discuss ion below, demonstrate that the Trans•tssion Project has failed 
to live up to t he expectations which led the Ca..ission to qualify it for 
special cost recovery under the Oil Backout Rule. 

5. The principal source of savings projected for the Transmission 
Project was the expected difference between the energy cost of purchased 
power and the cost of oil-fired power. These projections took into account 
FP&l's forecast of oil prices, the price of purchased power, the quantities 
of power to be purchased, and load growth. Schedule 4 demonstrates that the 
failure of the project to produce the projected savings has not been due to 
any significant difference between actual and projected load growth. Simi ­
larly, there has been no 11aterial discrepancy between actual and projected 
amount s of purchased power (Schedule 5). As SchJdule 6 depicts, the reason 
why projected savings have been supplanted by enor.ous losses lies in the 
radical di fference between projected and actual oil prices. 

6. In recent filings , FP&l has alleged that, since mid-1987, the 
Project has produced positive net benefits. These benefits, however , are 
associ ated with capacity costs related to the clai.ed deferral of three 700 
MW coal un i ts. These alleged •benef its,• which have enabled FP&l to recover 
more than S90 million as accelerated depreciation, are illusory. My analysis 
demonstrates that the capacity deferral "savings• are nonexistent and that 
collect ion of the net savings, which is entirely attributable to the "de ­
ferred" 700 HW coal-fired units is inappropriate and unjustified . 
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7. The three coal-fired units in question--Martin 3 and 4 and 
1-Unsited unit--are the same units that FP&l alleged that it would defer when 
it sought formal certification of its 011 Backout project. At the time of 
that application, these large, expensive coal units were part of FP&L's 
generation expansion plan. Since then, FP&l has significantly altered its 
generation expansion plan. I have compared FP&l's current generation expan ­
sion plan to the plan in effect at the ti.e of its oil backout app1 ;cation 
in Schedule 7. The current plan includes the repowering of old units (Lau · 
derdale Nos. 4 and 5), the return to service of Riviera No. 2 (which was un 
long-term reserve shutdown status), and pvssibly integnted coal gasification 
combined cycle units. The current plan ooes n21 include the two Martin coal 
units and the one Unsited unit on whic FP&l has based the calculation and 
collection of net savings. In fact, FP&L has not included these 700 MW coal 
units in any of its Ten-Year ~ fl1n1 i11l f1Jn1 since 1983. 

8. As the Martin units are not now and have not been part of FP&L 's 
generation expansion plan for some ti.a, the •net savings• attributed to the 
deferral of those units is a spurious claim. Further, the Martin capacity 
is not needed because FP&L has extended its UPS Agreement with the Southern 
Company to at least the year, 2010. These purchases, in fact, are a vital 
cog in FP&l's current generation expansion plan (Source: FP&l's Ten-Year 
Power flin1 ~ flin: 1988-1997). Extending the coal-by-wire purchases 
for an additional fifteen years .aans the UPS Agree.ents will be in effect 
for nearly twenty-eight years . Rather than 1 ta.porary source of capacity, 
the UPS Agreements are nearly the equivalent of owning base load genera ­
ti on --both from a planning and operating perspective . Because the coal -by ­
wire purchases can no longer be regarded as a temoorarv source of firm 
capacity (i.e., the Coal Bubble), the deferral ugument, which may have 
seemed plausible when FP&l sought the certification of the lines as an Oil 
Backout project, has no factual basis. This alone should warrant the com­
plete elimination of any capacity deferral savings from the OBCRF computa ­
tion. 

9. Significantly, the generation options which ha~·e supplanted the 
"deferred" units are far less expensive than the now fictitious Hartin coal 
units. Whereas Hartin 3 and 4 were projected to have an installed cost of 
S2.88 billi on and a direct construction cost of $1 .88 billion (equivalent to 
an install ed cost of $2,054 per kW and a direct cost of $1,340 per kW) , the 
components of the current pian would range in cost from $423 per kW to SS33 
per kW (Source: FP&l's Generation Expansion Planning Oocu.ent, Docket No. 
880004-EU, p. 25). Thus, even if the Commission determines that the Trans­
missi on Project defers capacity, the value is substantially below the "de ­
ferral savings• assumed in recent OBCRF filings. 

10. The •deferral savings" claimed for the three 700 HW coal pl ant s 
is a fiction and must be disallowed. Any 011 Backout revenues which have 
been predicated on such savings were collected without justification and 
should be refunded to customers. If the Commission determines to entertain 
any presentation of •deferral savings,• the proper application of the Oil 
Backout Rule would be to require FP&l to base its analysis upon the options 
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in its present generation plan instead of a plan that bec~me defunct long 
ago . The assumptions which were current at the ti.e the project was gyali ­
fied have no place in the calculation of actual savings if they are no longer 
valid. That is true of the oil prices used to determine actual fuel savings; 
i t is equally true of the alternative generation costs used to deter~ine any 
actual capacity savings . 

11 . Clearly, the Transmission Project has not economically displaced 
oil -fired generat ion- -the objective w~ • ch led it to be qualified as an Oil 
Backout project. The lines~ accomp' ished very real benefits in the area 
of increased reliability. Because r'f the lines, FP&l's system i s less 
vulnerable to the type of incidents wh ' ~h formerly would have caused severe 
outages. In addition, FP&l's spinning reserve requirement has decreased . 
These are the functions typically served ~y ~n investment in transmi ss ion 
capacity . The reliability benefits exemplify the reasons why the costs 
associ ated with a transmission line should--in the absence of some extraordi ­
nary circumstance--be all ocated among custa.er classes and collected through 
base rates on a basis that appropriately reflects the demands which give rise 
to the need for the investment . Despite the significantly lower fuel saving s 
which purportedly justined recovering the cost of transmission 1 ines through 
an energy charge, FP&l continues to collect those costs fr0111 customers so lely 
on the bas is of the customers' energy consumption . Currently , high load 
factor customers are being required to pay- -through a special energy 
charge--a disproportionate share of the cost of a ujor asset that has failed 
to provide the promised fuel savings but that does prov~de s ignifi cant 
reliability benefi ts to all custa.ers. For this reason, FP&l ' s Oil Backout 
charge is particularly un j ust and unreasonable to high load factor customers . 
No justification exists for treating the investment in the NOil Backout " 
transmission lines any di fferently than the treatment afforded any other 
transmission line costs being recovered through FP&l's base rates. 

12. FP&l includes a return on equity of 15.6~ in the cal culati on of 
the revenue requ irements associated with the 500 KV transmission lines whi ch 
comprise the Transmission Project. However, FP&l excludes the Transmi ssion 
Project investment and revenues from the calculation of the system rate of 
return reflected in its monthly Surveillance reports. This exclusi on has had 
the effect of understating the return result11g from actual overall opera · 
tions . 

FP&l has also refused to apply the "voluntarily reduced" return 
on equity of 13.6% to the Oil Backout investment for purposes of calculating 
the tax savings refund due customers under Rule 25-14.003, F.A.C. For 1987, 
FP&L 's excl usion of the Oil Backout revenues from these calculations had the 
effect of lowering the indicated rate of return under the new tax ra te from 
about 9.78% to 9.65% and of reducing the t ax savings refund by approx i n.~~e l y 
S18 .8 million (from $72 . 0 million to $53.2 million). FP&l has stated that 
it intends to continue t o exclude the 011 Backout investment and revenue s 
from the application of the stipulated rate of return of 13 .6% for purposes 
of the tax savings refund for future periods. 
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Further, Affiant sayeth naught. 

Subscribed and sworn to before .a this 17th day of January, 1989. 

~~ :t;:/{1; ... ~ 
ry Public 

My Commission expires March 4, 1992. 
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Line 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 

Year 

FLORIDA POWER l LIGHT COMPANY 

Compari son of Actual and Estimated 011-Backout Savings (Losses) 
With FP&L's Original 1982 Forecast 

Excluding Generation Deferral Benefits 
(Dollar Amounts in Thousands) 

FP&l's Original Forecast Actual/Current Estimate 
----- -- ----- ----- -- ---------- ------------------------ --

Annual AccuMUlated Annual ACCUIIlll ated 
Net Savings Net Savings Net Savings Net Savings 
or (loss) or (loss) or (loss) or (loss) 

Di fference 
in AccUIIUlated 

Savings or (loss) 
(4)-(2) 

Schedu le 1• 
Page 2 of ;2 

----------- ------------ ------------ -- --------- ------------------
( 1) (2) (3) (4) (5) 

1982 $14,520 a $14,520 $16,541 b $16,541 $2,021 
1983 (8,265)a 6,255 (11,460)b 5,081 (1,174) 
1984 (27,030)a (20,775) (13,806)b (8,725) 12,050 
1985 (153,386)a ( 174,161) (146,221)b (154,946) 19,215 
1986 (116,868)a (291,029) (308,115)b (463,061) r 72,032) 
1987 ( 159,868)a (450,897) (202,872)b (665,933) 215,036) 
1988 (85,366)a (536,263) {189,955)c (855,88&) (319,625) 
1989 ( 111 ,007 )a (647,270) (224,335)c {1,080,22J) (432,953) 
1990 (58,740)a (706,0!0) (219,445)c (1 '299, 668) (593,658) 
1991 (65,867)a (771 ,877) (199,471)c (1 ,499, 138) (727,261) 
1992 (26 ,017)a (797,894) (169,247)c (1, 668,385) (870,491) 

Notes: (a) Forecast - J. L. Howard Testimony, Docket No. 820155-EU, 
Document No.9, page 1, column L (Uses FCG oi l price forecast), Minus 
E. L. Hoffman/J . E. Scalf, Late Filed Exhibit No. 6X, Docket No. 840001-EI, 

"Q (/) line M. 010 

(b) Actual: E. L. Hoffman & J. E. Scalf Testimony, \0 '::T 
n>n> 

0.. Per Docl.et Nos. 830001 -EU, 840001-EU, 840001 -EI, 850001-EU, N C: -860001 -EI, 870001-EI. 880001-EI, Schedule OB-C1 On> 

(c) Esti ma ted by FIPUG. Refer to Schedule 2, column (8!. 
_., 
N 



Estiluted 
Annual 

Purchases 
Line Year (GWh) 

-----------
(1) 

1 1988 12,872 a 
2 1989 15,657 a 
3 1990 15,599 a 
4 1991 15,682 a 
s 1992 15,713 I 

FLORIDA POWER l LIGHT COMPANY 

Estimated Future Oil-Backout Savings (losses) 
(1988 - 1992) 

Estiuted 
Estt•ated Esttated Oil-Fired 011-Fired 
Purch Pwr Purch Pwr Forecast Heat Rite Gen Price 

Price Cost Oil Price (BTU/ itVh) (t/ktftt) 
(t/kWh) (000) ($/tii3TU) (e) (f) 

------------- --------- ---------- -·------- --- - --~----(2) (3) (4) (5) (6) 

4.499 b $579,111 $3.12 d 10,200 3.J2 
4.679 b 732,585 3.35 d 10,ZOO J.25 
4.866 b 759,066 3.57 d 10,200 3.46 
5.061 b 793,629 3.91 d 10,200 3.79 
5 263 b 827,006 4.32 d 10,200 4.19 

Schedule 2 

Esttated Est tiNted 
011-Ftred Savings 

&en Cost or (loss) 
(000) (000) 

----------- ---------(7) (8) 

$389,157 $(189,955) 
508,250 (224,335! 
539,621 (219,445 
594,158 (199,471 
657,759 (169,247 

Notes: (a) Fro. FP&L's 1988 Generation Expansion Pl anning Docu.ent, page 169, column (8) . 
(b) Uses FP&L's purchased power energy cost forecast (Refer to Schedule 3, colu.n (5),) 

and the 1987 capacity cost per kWh. 
(c) Actual, from FP&l's 1987 Financial & Statistical Report, p. 33. 
(d) From FP&L's 1988 Generation Expansion Planning Oocu.ent, page 107. 
(e) From J. E. Scal f testimony, Docket No . 820155-EU, Document 5, footnote. 
(f) Using 95~ of the price of 1~ sulfur oil as a proxy for 

FP&L 's composite oil price. 
V) 
n 
=r 
nl 
0. 
c 
~ 

nl 

N 



line Year ------
1 1983 
2 1984 
3 1i85 
4 1986 
5 1987 
6 1-
7 1919 
8 1990 
9 

•. 
1991 

10 1992 
11 1993 
12 1994 
13 1995 
14 1996 
15 1997 

Notes: (I) 

\ 

FLORIDA POWER l LIGHT COMPANY 

luclear ~ 
-------

(1) 

$4.60 
6.63 
7.01 
8.13 

. 7.36 
6.80 

~ 6.48 
6.37 

, 6.15 
; 6.37 
~ 6.37 ~ 
" 6.37 

6.48 
6.37 
6.37 

-

Resources Costs 
(S/MWh) 

011 ' ' Gas 
------- -------

(2) (3) 

$42.55 $23.74 
45.09 35.95 
42.02 34.23 
22.97 20.95 
29.20 28.47 

Coal 
-------

(4) 

-
" --

$14.34 
I 16.52 

29.84 28 •• . ~· 14.75 
32.-84 ·' 38.37 '~· 15.18 
34.14 . 32.71 ). 15. 70 ' "' 
37.39 35.97 ., 11.47 f 

'I 41.31 3 ••• 17 .so ' 
45.71 44.34 18.44 J 
50.21 48.89 19.47 
54.91 53. 75 20.58 
60.16 58.83 21.70 
65.89 64.53 22.90 

ExclUdes capacity costs. 

Purchases 
---------

(5) 

$30.40 a 
31.02 a 
28.78 I 
26.52 a 
21.00 a 
22.10 a 
21.31 a 
21.67 a 
21.58 a 
21.37 a 
21.74 a 
23.51 I 
24.20 a 
25.03 I 
24.90 a 

Source: For years 1983 - 1987, FPlL' s 1987 Financial & Statistical Report, 
page 33. 

For years 1988 - 1997, FP&L' s 1988 f~neration Expansion Planning Docu.ent, 
pages 107, 110, and 111 . 

.. 

Schedule ' .. 
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.. 
Schedule ~ 

line Year ---- ----· 
1 1982 
2 1983 
3 liM 
4 1985 
s 1986 
6 1987 
7 1988 
8 1989 
9 1990 

10 1991 
11 1992 
12 1993 
13 1994 
14 1995 
15 19~ 
16 1997 

1982 

FLORIDA POWER l LIGHT C~PAHY 

Comparison of FP&L's Actual load Growth and Energy Consumption 
With FPll's Forecast of 1982 

1982 Actual 1988 Forecast 
Forecast Experience Deeand 

Actual Difference Net Difference ----------------Including 
Forecast Experience ---- ----------- EnehJY losses --------------- Without Vttl Net Energy 

(Mil) (MW) Mount Percent ( GWh (G¥1') Aloqnt Percent LMIQF - LM&Qf for load 
-----·-- ---------- ------ ------- -------- ------ ~ -- - ------ ------- -----·- -----·- ----------

(5) (9) (10) 
·~. 

(1) (2) (3) (4) (6) (7) (8) (11) 
<~'~ 

10,123 9,893 (230) -2.31 52,110 50,532 1,578) -3.01 
10,523 10,-676 153 1.51 54,246 52,500 1,746! -3 .. 21 
10,,923 10,270 

~~~ 
-6.01 56,394 53,149 3,245 "'s~·• 

11,321 10;:654 -5.91 58;526 &;• · 2,528 ... ~. 
11,695 11~022 (673 -5.81 60_,855 58.,261 2,589 -4 •. X 
12~045 12,394 349 2.91 63,277 61,116· 1,661) -2 • .iS 

1~058 . 63,688 12,382 12,353 (29) -0.21 65,810 • 12,139 
12,729 68,458 ': - ~~-'!': ·.:.. - ·-

. 
12,457 1,.··· ':1 66; 181 -~ ' ~ ...... lr,. ._, 

13,085 71,210 .. ' 12,867 lt,115... ·61,851 ' 
13,445 74,082 13', 273 13,069' 71,379 
13,805 76,737 13,721 13,431 74,246 

14,117 13,706 76,687 
14,564 14,025 79,000 
14,877 14,211 81 '171 
15, 216 14,429 83,509 
15,605 14,682 85,753 

Source: 1982 Forecast - J . E. Scalf Testimony, Docket No. 820155-EU, Document No. 10, Page 1 
Actual - FP&L's Financial and Statistical Repor t; Peak , p. 32; Energy, p. 30 
1988 Forecast - FP&l's Generation Expansion Planning Document, Docket No. 8800C4-EU, 
Page 103 , Column 2 (Most Probable Case) . 
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Une Year 

1 1982 
2 1983 
3 1984 
4 1985 
5 1986 
6 1987 
7 1988 
8 1989 
9 1990 

10 1991 
11 1992 

Notes : (a) 
(b) 
(c ) 

FLORIDA POWER l LIGHT COMPANY 

Comparison of FP&L'S Actual Capacity and Energy Purchases 
and FP&L'S Original 1982 Forecast 

(Purchases from Jacksonville Electric Authority are excluded 
from both Forecast and Actual values) 

Capacity Purchased , MW Energy Purchased, GWh 

• 

Schedul e ~ . 

------ ------------- -------- -- -- -------- ---- ------------------- ---------------------------------------
Difference Difference 

---------------- Forecast Actual --------------------As I of ------------------ --------------------- Accu. As I of 
Forecast Actual MW Forecast Annual AccUII Annual Acclllt GWh Fest Acca. 
-------- --------- ----- - -------- -------- -------- ---------- ----- --- --------- ----------

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) 

650 650 0 0.01 2,052 2,052 1,414 1,4.14 (638) -31 .11 
950 653 (297) -31.31 6,595 8,647 6,234 7,648 (999) -11.61 
950 963 13 1.41 6,642 15,289 8,465 16,113 824 5.41 

2,000 2,018 !8 0.91 13 t 177 28,466 15,448 31,561 3,095 10.91 
2, 000 2,025 25 1.31 13,293 41,759 9,669 41,230 (529) -1.31 
2,000 2,033 33 1. 71 13,951 55,710 15,392 56,622 912 1.61 
2,000 2,050 50 2.51 13,996 69,706 8,762 a 65,384 (4,322) -6.21 
2,000 2,050 b 50 2.54J, 14,169 83 ,875 14,169 c 79,553 (4,322) -5 .21 
2,000 2.050 b 50 2. 5'- 14,303 98,178 14,303 c 93,856 (4.322) -4.4f. 
2,000 2,050 b so 2.54J, 14,314 112,492 14,314 c 108,170 (4 , 322) -3.81 
2,000 2,050 b so 2.5f. 13,984 126,476 13,984 c 122,154 (4,322) -3.41 

Estimated from three mon ths usage . 
Assumed to conti nue at 1988 levels. (/) 

n Assumed equal to Forecast va lues for P'Jrpose of illust rat ion . :r 
It) 

0. 
c ..... 
It) 

Ut 



FLORIDA POWER l LIGHT COMPANY 

Ca.parison of FP&L's Actual/Estimated C01p0site Oil Prices, 
With FP&l's 1982 Oil Price Forecast 

Difference 
Actual or ----------~----------Forecast(a) '88 Forecast Mount 

line Year (S/Bbl) · (S/Bbl) (S/Bbl) Percent ---- :..--- --~-; " _~~-. -----------.,-.. , "'• .... ----·-- ------------
(1) ' (2) ~·: .• .., (3) . (4) 

--¥1 ' 
. --,~.... ., 

1 1982 $26. 41 $27.14 b $ 0. 73 ""-·, 2,.. 
2 1983 26.56 ~. 2&.95 b <' o.39 ~· 1.a 
3 1184 28. 20 . --·~ 28.38· b ,. o.1a ~"• ,,. o.a 
4 1985 28.93 

.. . . ., ' ~ . 
·•· . . . 25.83 b -:3.10 -~) . ..;to. 11 

5 1986 32.12 . ,,_ ''-:. 14.67 b - 17.45 -14.~ 
6 1987 41 .62 

. 
18.42 b- -23.20 -5'l. 71 

7 1988 51.81 18.84 c -32 •• 1 
~-

-6l .ft 
8 1989 55.41 20.20 c -35.!1 ~ -63.5S 
9 1990 59.71 21.56 c -38.15 ·-~ -63.91 

10 1991 64 . 27 23. 57 c -40.'70 ' { -63.3S 
11 1992 68.87 26.06 c -42.81 -62.2S 

• 
Schedule is .. ... 

• 

Notes: (a) Fr011 M.C. Cook Testil10ny, Docket No. 820155-EU, Ooc.ant No.5, Page 1 
(b) Actual, fr011 E. L. Hoff.an J. E. Scalf Testi.any, 

Docket Nos. 830001-EU, 840001-EI, 850001-El, 
860001-EI, 870001-EI, 880001-EI . 

(c) 95' of FP&L' s March, 1988 forecast prices for 1 . 01 su 1 fur oil , 
taken as a proxy for FP&L 's composi te oil cost. 
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• Schedule 7 t 

FLORIDA POWER & LIGHT COMPANY 

STATUS OF DEFERRED COAL-FIRED CAPACITY 

, 198>, ~~, '9es. '99o, t-9.911 19~ 19.9~ 19g11 ~~ '99s; '9.9>t 
TOTAL CAPACITY ADDITIONS 

MARTIN 'IE t..siTED 
1982 -- - -- - 1987-1991 2. 225 MN 
BASE 3 -4 1 2 3 -4 1992-1997 2. 100 MN 
CASE I JEA-2 

MARTIN l..siTED ----1982 3 -4 1 3 1987-1991 I 12!5 ... 
OIL BACKOUT I JEA-2 t..siTED 1912-1997 ... 200 ... 

CASE - -2 -4 

+-- t..sl'fE()-+ 
1988 R C. T. L C.C. C. C. IC6CC 

EXPANSION I JEA-2 I II I • 
PLAN 2 1&2 -4&5 1 

Ill DEFERRED BASE LOAD COAL-FIRED UNITS 
INCLUDED IN OBCRF 

Ill OTHER PLANNED BASE LOAD 
COAL-FIRED UNITS 

• 2 - 1117-1991 I 12!5 ... 
1 1992-1997 2.087 ... 

Ill ACTUAL COAL -FIRED UNITS IN SERVICE 

Ill OTHER PLANNED GENERATION 

~ 
::z 
~ 
0. 
c -~ 
~ 

• 


