
• • • • • PLORIM PUBLIC SDVICB CCIIIIISSIOII 
16 

JO'D 88111' 

MTB 110119 

RE: DOCI:ET .0. 890148-BI - Petition of tbe PLORIM IaDOBIRIAL POWER USERS 
GROUP to discontinue PLORIM POWER AIID LicmT ClC*PAft'S oil backout cost 
recoverr clause. 

Issue: 2. Sbould FPL be required to refUDd previously collected backout 
revenues associated with accelerated depreciation? 
Recs Mation: llo. PPL has appropriately inclu4ecJ capacity deferral 
benefits in calculating actual net savings froa the 500 kV line project, 
and recovered 2/3 of those net savings aa accelerated depTeciation as 
allowed br Rule 25-17.016, P.A.C. SO...er, if 13.6\ is dete~ned to be 
t .he appropriate return on equity (IIOB) aa Staff baa proposed herein (see 
Issue 6), revenues representing the difference between the 13.6\ and PPL's 
current 15.6\ 1108 used in calculating tbe aiiOWlt of accelerated 
depreciation should be refunded with interest for the April 1, 1988 through 
Septemer 30, 1989 period. In addition, whether or not the 1108 is changed, 
the una.ortized balance of invest:JDent tu credits (ITC's) associated with 
the oil backout project should be returned to the ratepayers as soon as 
practicable. 
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Issue: 5. Bas the time come to requi :a PPL to collect the capacity 
charges for the Southern System UPS cha.:ges through base rate 1118Chanisms? 
~omaeo4ation: The inclusion of capacicy charges in PPL's base rate 
should be done at the time of the utility" nazt rate case, pursuant to 
Rule 25-17.016(4)(d), 
F.A.C. 
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Issue: 6. Is FPL justified in cbar9in9 a 15.6\ ROE portion of its capital 
invested in the 500 kV transmission linea? 
Recommendationi Rule 25- 17.016(4)(e) requires the utility to use its 
actual coat of capital for the recovery period. In Staff's opinion, use of 
a 15.6\ ROE overstates FPL'a coat of equity capital and i~. therefore, 
inappropriate at this time . In the absence of testimony, Staff believes 
that the reduced equity return of 13.6\, used for this utility in the taz 
savings docket, is appropriate and more closely approximates the utility's 
actual cost of capital. 

Issue; 11. Were the Martin Coal Units 3 and 4 deferred as a result of the 
project and the original UPS purchases? 
Rec ommendat i on: Yes. 

I s sue ; 12. Are the capacity d ferral benefits of the Martin Coal Units 
appropriately included in the ca~c~lation of Actual Net Savings of which 
two-thi rds are recovered as additional depreci ation on the 500 kV lines? 
Recommen4ation: Yes. 

I ssue; 13. Are ther e any oil backout project tax savings due t o the 
change i n the f ederal corporate income tax rate? 
Recommendation: There are no tax savings associated with the oil backout 
project. However, Rule 25-17.016(4)(e), F.A.C., requi res the utility to 
use its act ual cost of capital for the recovery period. In Staff's 
opi nion , use of a 15.6\ ROE overstates FPL'a coat of equity capital and is, 
t herefore, inappropri ate at tbis time. In the absence of testimony, Staff 
believes that the reduced equity return of 13.6\, used for this utility in 
the tax savings docket, is appropr i ate and more closely approximates the 
uti lity's actua l cost of capital. 
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Issue: 16. Should FPL be required to refund these tax savings to 
customers? 
Recommendation: There are no tax savings from oil backout to refund. 
However, if 13 . 6\ is determined to be the appropriate ROE as Staff has 
proposed herein, revenues from April 1, 1988 through September 30, 1989 
should be refunded to the customers with interest. 

Issue: 18. As a matter of law, can the Florida Public Service Commission 
(FPSC) place an accelerated depreciation surcharge on present customers to 
require them to pay the full cost of transmission facilities which are 
being used to provide reliability and capacity in three or four years when 
the facilities will be in used and useful service for more than 25 years? 
Recommendat ion: Yes, pursuant to Rule 25-17.016, F.A. C. 

Issue: ~ Is there any legal basis for charqinq customers costs 
assoc iated with utility generating plants that have not been built , are not 
under construction and are not presently projected to be built? 
Recommendation: This issue is irrelevant. It should be noted, however, 
that the •avoided unit• rationale is the same as that used in setting firm 
capaci ty payments for cogenerators. 

Issue: 21. Does Rule 25- 17.016(6), F.A.C., require the discontinuance of 
the Oil Backout Cost Recovery Factor (OBCRF) when the transmi~~ion line 
costs are fully recovered? 
Recommendation: No. The transmission line itself is only one component of 
the entire project. In any event, oil backout cost recovery of project 
costs should not be discontinued until such time as they are included in 
rate base. 
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Issue; 26. Whether PIPUO's arvu-eat that the recovery of oil backout 
project costa through an energy-baaed charge is unfair and unduly 
discriadnatory is barred br the doctrines of rea judicata and 
adainistrative finality? 
Reco,.odation: Yes. 

Issue; 27. Whether PIPUG's requested relief to discontinue recovery of 
oil backout project coats in an energy-baaed oil backout c~arge is 
inconsistent with Rule 25-17.016, P.A.C., and, therefore, not permitted by 
Section 120.68(12)(b), Florida Statutes? 
Reconmendation; Yes, absent inclusion of the project in rate base . 

Issue: 28. Whether FIPUG baa weived ita ability to challenge or is 
estopped from challenging the use of the .. rtin Coal units in calculating 
deferred capacity savings to be ua~d in t'- calculation of Actual Net 
Savings since they have in, three pri r proceedings in which they were a 
party, failed to raise the issue, not objected to stipulated factors and 
fa i led to request reconsideration? 
Recoppendation: Yes . PI PUG wahed 
However, this issue is irrelevant. 
prior proceedings in which deferred 
the deferred Martin Coal units, tbe 
result: Once approved, recovery of 

any objection for those periods. 
Bad PIPUG objected in any of the thrs~ 
capacity savings were calculated using 
rule would have required the sa~ 
the project continues. 

Issue: 29. Whether the requested refund of oil backout revenues would 
constitute illegal retroactive ratemaking? 
Recommendation: Yes. 
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Issue; 30. Whether PIPUG'a arvuaent that PPL coat estimates for the 
Martin Coal units are overstated should be beard? 
Rec9!P!ftndation; Bo. 

STIPULATED ISSQIS 

Issue: 4. When will inveat.ent in tranaaiaaion linea be fully recovered 
if FPL is allowed to use two-thirds of the •aDDual net aavinva• as 
accelerated depreciation? 
Stipulation; Auvuat 1989. 

Issue; 15. Did PPL consider oil bar.kout revenue in calculatinv income tax 
refunds to ita customers in 1987 and ~. 9887 
Stipulation; Bo. 


