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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

IN RE: Fuel and purchased power ) DOCKET NO. 970001-EI
cost recovery clause ) FILED: September 19, 1997

BRIEF OF FLORIDA POWER & LIGHT COMPANY

The Commission staff posed several issues concerning the
impact, if any, on the cost and recovery of cost of economy energy
transactions resulting from FERC Order 888 and Order 888-A. These
issues were raised at the Prehearing Conference in this Docket on
February 5, 1997 and deferred by Order No. PSC-97-0180-PHO-EI to
the hearing held in August 1997.

The four issues concerning economy energy transactions (issues
9, 10, 11 and 12) attempted to differentiate between economy
transactions involving directly interconnected utilities (issues 9
and 10) and economy transactions involving non-directly
interconnected utilities (issues 11 and 12).

In addition, each of these two issue pairs addressed the
recovery of cost by the purchaser in an economy interchange
transaction and the disposition of revenues received by the seller
in an economy interchange transaction.

FPL submits that the question of the treatment of the costs
and revenues by participants in an economy interchange transaction
can be relatively straight forward if one wishes it ° gsrn. To
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be simple and straight forward permits the analysis to avoid some
obvious forays into unnecessary details and consequences and avoids
the selective memory lapse of how economy interchange transactions
have been treated under the fuel adjustment procedure and why that

treatment was chosen by the Commission.

FPL submits that a straight forward analysis procedure would

ask the following questions:

G What is the current fuel adjustment treatment of the
costs and revenues associated with economy energy
transactions?

2 Why did the PSC select this treatment of the costs and
revenues associated with economy energy transactions?

3. What do Orders 888 and 888-A require as it relates to
costs and revenues and accounting for costs and revenues
of economy interchange transactions?

4, How to deal with suggested but unnecessary details and
consequences?

In some respects, the issue of the disposition of revenue from
wheeling associated with economy sales has been addressed without
expressly recognizing the historic treatment of economy interchange
gains. Very recently, however, this Commission had occasion to
address this issue in Order No. PSC-97-0262-FOF-EI issues in Docket
No. 970001-EI on March 11, 1997. There the Commission stated in

material part:

*...The retail ratepayer receives all of the
revenue, both fuel and non-fuel, that the sale
generates through a credit in the fuel and
capacity cost recovery clauses for Broker
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Sales, the utility’s shareholders receive 20
percent of the profit associated with the
sale."

Order No. PSC-97-0262-FOF-EI at p. 2. This Order continued by
reaffirming its policy stating -- "Thus, for non-separated sales,
[which expressly includes economy interchange] we find that our
existing policy of grediting all revenues through the fuel and
capacity cost recovery clauses should not be altered." (A copy of
Order No. PSC-97-0262-FOF-EI is attached hereto as Appendix 1.)

The issue of the treatment of revenues £from economy
interchange sales in the fuel clause is not a novel issue. This
issue was addressed in a series of orders by this Commission in the
early 1980’s. By Order No. 12923 entered in Docket No. 830001-EU-B
on January 24, 1984, this Commission pointed out that the then
current treatment of gains on economy interchange sales had been
adopted in 1977 and that this treatment “...allows purchasing
utilities to recover the total costs of economy energy purchases
through the fuel adjustment clause while selling utilities deduct
only the fuel component of economy energy sales from their fuel
expense for fuel adjustment purposes.® Order No. 12923 at p. 2
The Commission then proceeded to:

1. remove the economy energy sales

profits from base rates and include
them in the fuel clause and

2. ordered that economy energy sales
profits be divided between rate
payers and shareholders on a 80%-20%
basis.

(Note, a copy of Order No. 12923 is attached as Appendix 2.)




In March of 1984, the Commission issued Order No. 13092 to
implement the decisions in Order No. 12923 just addressed. The
Order stated in material part:

*Because the economy energy sales profits are

currently in base rates, it is also necessary

to adjust the base rates to exclude these

profits as of April 1, 1984. As shown on

Schedule C, we approve the inclusion of the

listed amounts in the fuel and purchased power

cost recovery clause and the resulting change

in base rates for each utility."
Order No. 13092 at p.8. Schedule C which is attached to Order No.
13092 shows the dollar amount of economy energy sales profits
together with the effect of the charge on both the base rate charge
in ¢/kWh and the fuel adjustment charge in ¢/kWh. (Note, Order No.
13092 is attached hereto as Appendix 3).

when the Commission adjusted its procedures in 1983 and 1984
to transfer the jgain' on economy energy sales, from base rates to
the fuel adjustment clause mechanism, it implemented a change to

both base rates and the fuel adjustment charge to reflect the

change.

Obviously, there are non-fuel costs associated with economy
sales transactions. The Commission addressed the responsibility
for these costs and why gains on economy sales flow to the benefit
of retail customers in Order No. PSC-97-0262-FOF-EI which is

attached hereto as Appendix 1. There, the Commission stated:
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*Because non-separated sales are sporadic, a
utility does not commit long-term capacity to
the wholesale customers. -

u_unilrm_mkﬂ_ihﬁulh In exchange for
supporting the nvestment, the retail

ratepayer receives all of the revenues, both
fuel and non-fuel, that the sale generates
through a credit in the fuel and capacity cost
recovery clauses. (emphasis added)

Order No. PSC-97-0262-FOF-EI.

Simply put, the revenues from economy energy sales are
credited to the benefit of retail customers through the fuel clause
because the retail customers are already paying the cost of such
sales through base rates. If the retail customer were not
receiving this credit, which actually reduces the fuel adjustment
charge retail customers would otherwise pay, then the utility
stockholders would keep all the gain but have no cost

responsibility.

As explained by FPL's witness Mr. Villar, as a result of FERC
Order 888 utilities are now required to charge themselves itor the
use of their own transmission system when making off-system sales.
(Tr. 101). As Mr. Wieland, witness for Florida Power C(orp.,
explained, FERC Orders 888 and 888-A require recognition that
Florida Power utilizes its transmission system when making off-
system sales. (Tr. 58). For wholesale power agreements executed
after July 9, 1996 as well as existing wholesale power agreements,

5




transmission service by the selling utility must be treated as if
taken under the utility’s open access transmission tariff and the
charges for gene:ation and transmission service must be "unbundled*
--that is, separated. (Tr. 58). In addition, Mr. Wieland explained
his interpretation of Orders 888 and 888-A as it related to there
being an additional charge for transmission service by the utility
making an economy energy sale such that the transmission service
charge produces an economy energy sale price higher than before
Orders 888 and 888-A. (Tr. 72). The question of whether Orders 888
and 888-A permitted the addition of a charge for wheeling by the
utility making an economy sale such that the revenue received by
the selling utility was higher than before the separate wheeling
charge has been used to inject some confusion into the process.
(Tr. 223-225; 229-230). In fact, however, the retail customers
continue to pay the non-fuel costs associated with economy sales
and are thus entitled to have the gain on such sales reduce their
fuel cost payments just as they did before the unbundling of
charges effected by Order 888. Therefore, even if the cost of
economy transactions is increased because of additional
transmission charges, a circumstance Mr. Wieland was unsure whether
FERC would accept, there should be no change in the treatment for
retail customers.

Nothing that FERC Orders 888 or 888-A did created any
additional trnnqmission costs for economy sales. Nothing that
Order 888 or 888-A did shifted cost responsibility for transmission

service from retail customers. As a result of Order 888, separate




subaccounts of Account 447 have been established to record the
generation and transmission components of the economy sales (Tr.
59). But, this accounting does not create costs or reassign cost
responsibility.

Although the matter has been made a little more complicated
than it is, Orders 888 and 888-A have done nothing to change the
treatment of economy energy transaction costs or revenues for
retail fuel adjustment clause purposes. As the Commission has
recognized, because the retail customer is and continues to be
responsible for all non-fuel costs of economy sales, the retail

customer should receive the revenue from those sales.

FPL, as it has stated, believes the issues associated with the
treatment of costs and revenues of economy ene.gy transactions are
much more straight forward than some might have it appear.

One area of attempted confusion dealt with the
"interpretation® of Orders 888 and 888-A concerning whether the
separate charge for wheeling service by a utility making an economy
sale could be in addition to the difference between the buyer’s and
seller’s broker gquotes. It should be kept in mind that, as
expressed by Mr. Howell of Gulf, - "The real issue before you today
is, if we are selling, how do we treat the revenue. ...and you have
two decisions basically: should you credit that to base rates, oOr
should you credit it to the fuel clause." (Tr. 199). Even though

this is the issue, TECO has attempted to use this proceeding to




challenge FPL‘’s tariff filing with the FERC which asks for a
wheeling charge in addition to the buyer and seller broker quotes.
TECO asserts this request is contrary to the FERC position on split
the savings (T. 224) and that the FERC will not allow a transaction
which uses split-savings plus an added transmission charge. (T.
225). Even though TECO spent considerable time on this issue both
in its prefiled testimony and on cross examination of FPL witness
villar, and even a paragraph from page 204 of Order B888-A (See

Kordecki direct at T. 224), it did npot provide the very next
paragraph of Order 888-A on pp. 204 and 205 which reads in material

part:

*A split-savings is set without reference to
the seller‘s fixed costs and, .we are not
requiring that the present rate be adjusted
upward or downward. Rather, we are requiring
disassembly of the existing rate into
component parts one of which represents the
rate being charqed for transmisalon service.

lemphaama added)
Mr. Villar explained that FPL’s filing with the FERC for the

additional charge for wheeling was made under Sections 205 and 206
of the Federal Power Act and that the matter is pending at the
FERC. (T. 144-145).

The approach of attaching the added wheeling charge FPL has
filed with the FERC permits the addition of a whole host of
discussion items as to which it is suggested the Commission devote

its attention instead of devoting attention to the question of



whether Order 888 and 888-A alter the basis for and the approved
FPSC approach of passing 80% of the gain on economy sales directly
to retail customers.

One additional attempt to collaterally establish a basis for
one utility to maintain that it should keep 100% of the separately

stated charge for wheeling economy energy sales by it (instead of
the 20% from the 80/20 split) is the testimony that:

*FERC requires that transmission revenues

derived from all short term transactions of

less than one year be treated as a revenue
credit.*

(T. 222). Then, the following exchange (in prefiled testimony of
Mr. Kordecki) occurs:
*Q. What does revenue crediting mean?"
*A. The revenues collected from short-term
transmission services are subtracted from the
overall transmission revenue requirements for
purposes of determining FERC jurisdictional
long-term transmission rates."
(T. 223). Thus, the implication at least, is that the FERC
directed "crediting® of transmission revenues from economy sales
should not be flowed back to retail customers because "such
revenues are subtracted from the overall transmission revenue
requirements for purposes of determining FERC jurisdictional long-
term transmission rates.* Even if FERC had this result in mind, in
Order 888, it does not flow from *"revenue crediting." Exhibit 10
shows that the revenue from broker sales have been credited to
Account 447 since at least 1985 by direction of the Florida
Commission. Thus, crediting wheeling revenues to a subaccount of

Account 447 should not have the asserted effect. In addition, the
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conclusion that the wheeling revenues from short-term wheeling
transactions (such as economy sales) should affect the long term
FERC jurisdictional wheeling rates totally overlooks the fact that
economy sales are "non-separated®" sales with the retail customer
bearing cost responsibility. Such wheeling charges can reduce long
term wholesale wheeling rates only to the extent of the
wholesale/retail separation as addressed by Florida Power
Corporation.
CONCLUSION

FPL submits that the fundamental question in this Docket was
appropr}ately framed by Mr. Howell of Gulf Power whea he stated
that for economy energy sales the issue for wheeling revenue 1is:

*should you credit that to base
rates, or should you credit it to
the fuel clause."

In view of this Commission’s past rulings, the answer should
be obvious. Because the economy sale is a "non-separated" sale for
which the retail customer bears the non-fuel cost responsibility
and because Order 888 does not create any new or additional costs,
the wheeling revenue from economy sales should be credited to the
benefit of retail customers through the fuel clause.

Respectfully submitted,
STEEL HECTOR & DAVIS LLP
Suite 601

215 South Monroe Street
Tallahassee, FL 32301

Attorneys for Florida Power
& Light Company

w B LT

Matthew M. ChHilds,
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In Re: Fuel and purchased power ) DOCKET NO. 970001-FI
cost recovery clause and ) ORDER NO. PBC-97-0262-FOF-EI
generating performance incentive ) ISSUED: March 11, 1997

factor. )
)

The following Commissionere participated in the dieposition of
this matter:

JULIA L. JOHNSON, Chairman
J. TERRY DEASON
JOE GARCIA

BY THE COMMISSION:

During the March 1996 fuel hearing in Docket No. 960001-EI,
the Cffice of Public Counsel (OPC) raised the following iseue:

Should an electric utility be permitted to include, for
retail cost recovery purposes, fuel cost of generation at
any time its units exceed, on a cente-per kilowatt-hour
basie, the average fuel cost of total generation
(wholesale plus retail) out of thoee same unite?

OPC asked that the Commiesion establish a generic policy
etatement regarding whether a utility could recover any revenue
shortfall that existed between the actual fuel revenues the utility
receives from a wholesale sale when those revenues were lese than
system average fuel costs. The iesue wae deterred until the
August, 1996 fuel hearing to provide parties the opportunity to
present testimony. After the hearing, the Commission directed
partiesr to file posthearing statements and etaff to eubmit a

recommendation.

It ie important to underetand the aignificance of a wholesale
sale that ie subject to a juriedictional separation factor (a
“eeparated sale”) and a wholesale sale that ie not subject to a
jurisdictional eeparation factor (a “non-separated sale”), as a
different regulatory treatment exiete for the costs and revenues
aspociated with each type of sale.
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Non-geparated eales: Historically, the Commissiorn hae treated
eales that are non-firm or less than one year in duration as non-
separated sales. An example of euch esales ie Florida Energy Broker
sales which are typically made as the opportunity presants itself.

Because non-separated sales are sporadic, a utility doee not
commit long-term capacity to the wholesale customer. Non-separable
sales are not assigned coest responeibility through a separation
procees, therefore the retail ratepayer supporte all of the
investment that ie used to make the sale. In exchange for
supporting the investment, the retail ratepayer receives all of the
revenues, both fuel and non-fuel, that the sale generates through
a credit in the fuel and capacity cost recovery clauses. For
Broker sales, the utility’s shareholders receive 20 percent of the
profit associated with the sale.

The actual revenues a utility receives for non-separated sales
are typically based on incremental costs. As discuseed during the
hearing, our exieting policy has generated over $600 million in
retail benefits to date through the Florida Bnergy Broker alone.
All parties appear to agree, at a minimum, that we should not
preclude utilities from thie opportunity. Thus, for non-separated
sales, we find that our exiseting policy of crediting all revenues
t?rougg the fuel and capacity cost recovery clauses should not be
altered.

Separated sales: We have traditionally allowed a sale toc be
separated if it is a long-term firm eale, greater than one year,
that commits production capacity to a wholesale customer. In
essence, a sale ie separated tc remove the production plant and
operating expenses associated with the eale from the retail
juriediction’s cost responsibility.

When a utility enters into a wholesale transaction that ie to
be separated, the retail cost responsibility ie adjusted by either
a reduction in actual retail base rate revenue requirements at the
time of the utility's next base rate case, through continued
monthly surveillance reporting, which, in the event a utility is
over earning, generates additional funde subject to Commission
disposition, or t h oredits in the fuel adjustment clause. In
exchange for aseigning coest responeibility to the company'e
shareholders, the Commission allows the utility’'e shareholders to
keep all of the non-fuel revenuee received from the sale.

We have generally employed a methodology which uniformly
allocates cost to the wholesale and retail markete for separated
sales. As Florida Power Corporation’s witnese Mr. Wieland
testified, if costs are allocated between the wholesale and retail




ORDER NO. PS8C-97-0262-FOF-EI
DOCKET NO. 970001-EI
PAGE 3

jurisedictione on a coneistent basis, it ie difficult to say that
one group of customers is being priced unfairly. We have assigned
coste to both juriedictions using average embeddad costes for
production plant and operating expenses, and have required fuel
credite equal to average system fuel costs. This process protects
the retail market from eubsidizing the competitive wholesale
market.

As discuseed by Mr. Ramil, we have allowed some deviation from
the average fuel costing methodology for separated sales on a case-
by-case basis. With respect to TECO's sales to Florida Power &
Light Company (FPL) from Big Bend unit 4, TECO demonstrated that
absent a price concession, FPL would not made purchases.
Therefore, we allowed TECO to credit incremental fuel revenues even
though revenues were lese than average syetem fuel costse.

Whenever a utility oredite an amount which ie less than
average system fuel costs to the fuel adjuetment clause for ite
separated wholesale sales, the retail ratepayers pay increased
(i.e. above average) fuel costs than they would have paid if fuel
revenues were credited through the fuel clause based on average
fuel coste. When fuel prices are discounted and that discount ie
automatically passed through to the retail ratepayer, and the other
non-fuel revenues go to the utility's shareholders immediately,
there is an increased poseibility of gaming the system. This
concern is heightened by the fact that the retail ratepayer's cost
responsibility ie reduced only at the time of the utility's next
base rate case or when the utility ies over earning and the
continued monthly surveillance adiultmontn generate additional
funde eubject to Commission dieposition. Absent a rate case or
overearninge eituation, the additional non-fuel revenues flow
directly to the company’s sharsholders.

In view of these concerns, we find that, as a generic policy,
there shall be uniform coet allocation between the wholesale and
retail markete for all prospective separable sales. Thue, we shall
impute revenues in the fuel adjuetment clause in the event the
actual fuel revenues a utility receives from a separable sale are
lese than average system fuel costs. A utiiity'es sharehclders
will, in effect, be required to pay for any shortfall associated
with fuel revenues if the actual fuel revenues the utility collects
are lees than the average system fuel costs we impute. Imputation
of fuel revenues will protect the retail ratepayer from automatic
increases in fuel cost responeibility. Wholesale sales currently
being made pureuant to exieting contracts will not be affected by
thie policy.
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There is a significant amount of diecussion in the record
regarding the idea that a utility may be hesitant to enter into a
separable sale, even if that eale provides net benefits to the
retail ratepayer, because the imputation process has the effect of
reducing shareholder earninge. Moreover, becauee the wholesale
market has become increasingly competitive, it ie difficult for a
utility to collect the average embedded revenues. Given these
circumstances, some discounting of the fuel coste may be necessary
to achieve overall benefite for the retail ratepayers. To remedy
this problem, Gulf Power Company and TECO advocated that the
Commission adopt a generic policy that recognizes the overall net
benefite a eseparable sale provides to the retail ratepayer. Such
an approach would compare the potentially negative impacte
aseociated with crediting inoremental fuel revenuee through the
fuel adjustment clause to the positive benefits to retail
ratepayere associated with selling capacity.

We have a long history of providing utilities with the
flexibility needed to maximize retail benefite, however, a utility
bears the burden of showing that deviation from established policy
is in the public interest. Thus, a utility shall credit average
system fuel revenues through the fuel adjustment clause unless it
demonstrates, on a case-by-case basie, that each new eale does in
fact provide overall benefite to the retail ratepayers.

Mr. Ramil raised concerns regarding a potentially burdensome
review and the danger of such a review becoming an opportunity for
increased litigation. Nonetheless, it is the Commission’s
responsibility to ensure that activities taking place in the
wholesale market do not advereely affect the retail market.
Therefore, when a utility files a petition for recovery of fuel
cost differentials, our review shall be limited to a determination
of whether a sale is beneficial to the retail ratepayere. We will
not determine which utility should make the sale, but rather focue
on the utility’s actions and the subsequent impact the sale hae on
the utility’s retail ratepayers.

Based on the foregoing, it is

ORDERED by the Florida Public Service Commiseion that for non-
separable sales, total revenues received shall be credited to the
fuel and capacity cost recovery clauses, ae more fully described in
the body of this Order. It ie further
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ORDERED that for separable sales, average syetem fuel coste
shall be credited to the fuel and capacity cost recovery clauses,
unless the utility demonstrates that the sale generates nat
benefite to the retail ratepayers, as more fully described in the
body of thie Order.

ORDERED that this docket shall remain open.
By ORDER of the Florida Public Service Commiseion, this 1lth
day of Margh, 1997.

BLANCA 8. BAYO, Director
Division of Records and Reporting

by:/s/ Kay Flynn
Chief, Bureau of Records

Thie ie a faceimile copy. A eigned
copy of the order may be obtained by
calling 1-904-413-6770.

(BEAL)

vDJ
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The Florida Public Service Commission ie required by Section
120.569(1), Florida Btatutes, to notify arties of any
administrative hearing or judicial review of Commiseion orders that
is available under Bections 120.57 or 120.68, Florida SBtatuces, as
well as the procedures and time limite that apply. Thie notice
should not be construed to mean all requests for an adminietrative
hearing or judicial review will be granted or result in the relief
sought.

Any party adversely affected by the Commission’s final action
in thie matter may request: 1) reconeideration of the deciseicn by
filing a motion for reconsideration with the Director, Divieion of
Recordes and Reporting, 2840 Shumard Oak Boulevard, Tallahassee,
Florida 32399-0850, within fifteen (15) days of the issuance ot
thie order in the form prescribed by Rule 25-22.060, Florida
Administrative Code; or 2) judicial review by the Florida Supreme
Court in the case of an electric, gas or telephone utility or the
Firet Dietrict Court of Appeal in the case of a water and/or
wastewater utility by filing a notice of appeal with the Director,
Divieion of Records and Reporting and filing a copy of the notice
of appeal and the filing fee with the appropriate court. Thie
filing muet be completed within thirty (30) days after the issuance
of this order, pursuant to Rule 9.110, Florida Rules of Appellate
Procedure. The notice of al muet be in the form epecified in
Rule 9.900 (a), Florida es of Appellate Procedure.
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

RECD MMC
In re: Fuel Adjustment Recovery ) DOCKET NO. BI000L-EU-B
Clauses of electric utilities - ) ORDER NO. 12923
treatment of gain on aconomy ) 1SSUED: 1-24-84
sales, ;

The following commissioners participated {n the disposition of
this matter:
-

GERALD L. GUNTER, Chair=an
JOSEPH P. CRESSE
KATIE NICHOLS

Pursuant to potice, the Florida Public gervice Comminaion
conducted a public hearing in the above docket in Tallahassee, ON
Decepber 15, 1983.

APPEARANCES: James D. Beasley, Esquire and Lee L. Willis,
gsquire, Ausley, McHullen, McGehee, carothers and
proctor, Post office Box 391, Tallahassee, Florida

32302, for Tampa Electric Company.

James A. McGee, rsquire, Post office Box 14042, St.
Petersburg, riorida 33733, for rlorida Power
corporation.

G. Edison flolland, Jr.. Esquire, Beggs and Lane,
post Office Box 19250, Pensacola, Florida 32576,
for Gulf Power Company.

Matthew M. childs, Esquire. Steel, Hector and
pavis, Suite 320, Bzznett Bank puilding,
Tallahassee, Florida 32201, for Florida Power and
Light Company.

Stephen Fogel, Esquire and Steven Burgess. Eaquire
of the Office of pPublic Counsel, Room 4, ilolland
puilding, Tallahassas, Florida 132301, for the
citizens of the State of Florida.

M. Robert Christ, Esquire, 101 East Gaines Street,
Tllihhllllﬂ. Florida 32301, for the Conmission
staff.

prentice Pruitt. Esquire, 101 East Gaines Streat,

Tallahassee, Florida 32301, counsel to the
Commissioners.

ORDER APPROVING TREATMFNT OF GAIN

BY THE COMMISSIOMN:

Economy energy transactions represent the sale of energy boetween
electric companies. Gains are realized by the selling company as &
result of the uplit-th--snvingl methodology used to calculate the
selling price of economy energy. 1n the past. the Commission has
considered gains on electric economy energy sales between companies
during each individual company's general rate proceeding. These
gains were included in base rates as a reduction of expenses. BY
order No. 12663, in Docket NoO. g30012-EU, we decided that it would
be appropriate to review in the fuel adjustment proceedings the
question of whether the gain on sconoxy energy sales would be more
approprintlly treated in the fuel adjustment clause than in base
rates. The present treatment which was adopted by this Commission
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in 1977 allows purchasing utilities to recover the total costs of
economy .n-r?y purchases through the fuel adjustment clause while
selling utilities deduct only the fuel component of economy energy
sales from their fuel expense for fuel adjustment purposes. Through
this procedure, purchasing utilities are made whole by allowing them
to recover the total cost of economy energy purchases and the
selling utilities' fuel expenses are reduced by the cost of fuel
used to generate the economy energy. Because the gains are included
in base rates, the selling utility may either retain gains {n excess
of the level included in base rates for the benefit of its
shareholders or, conversely, the shareholders rey suffer a loss {f
the gains are less than the base rate amount.

At hearing, on December 15, 1983, Staff witness, C, K. Hvostik,
proposed that the treatment of a gain on economy energy males be
transferred from general rate proceedings to the fuel adjustment
docket and be transferred from the base rates to the fuel and
purchased power cost recovery clause. The chief reason for this
proposed treatment was to eliminate the potential for over or undar
recovery of revenues associated with economy energy sales, In
addition, the Staff witness proposed that the selling ut{lities be
allowed to retain 208 of the economy uales profit for their
shareholders and that the remaining 6801 be credited to ratepayers
through the fuel and purchased power cost recovery clausa, The

oposed treatment would also remove from rate cases the difficult

ssue of what level of economy sales profits to include in base
rate. Under current rate case treatment a utility is rewarded if
actual economy sales profits exceed the projected amount included in
the test year and penalized if the actual economy sales are lezs
than projected. Problems with the current treatment stem from the
difficulty in projecting economy sales and the potential bias of a
utility to under project their econcay sales profits. Tha
difficulty in projecting economy sales profits is due to uncertainty
associat with fuel prices, weather, and forced outages of
generating units and transmission lines. These variables affect rot
only how much a utility can sell and at what price, but also how
much other utilities will buy at different prices,

Public Counsel's witness, James R. Dittmer, stated that he did
not feel it was necessary or equitable to have an incentive for the
utility to engage in these economy sales transactions. Gulf Power's
witness proposed a 508-508 split of the gain on economy sales.
Several witnesses stated that a major problem with the current
treatment is the incentive to predict a zero gain for economy sales
in a projected test year so that shareholders could keep all of the
gain realized, We agree with the testimony that projecting economy
sales profits is difficult due to the uncertainty associated with
fuel prices and other reasona given by the various witnesses.
Without exception, the parties agree that it i{s approprista to
resove economy sales transactions from general rate proceedings and
to include them in the proceedings dtal?ng with fuel and purchased
" power cost recovery clauses. The only decision which remains to be
made is whether or not we should adopt the Staff's recommended
808-20% split, Gulf Power's 501-50% split, or Public Counsel's
suggesticn of a 100% flow through of the gains to the rate payern,

We believe the Etaff{'s witness was correct in stating that "a
positive incentive will preserve current levels of economy sales and
may result in increased sales and that the 20% incentive ims large
enough to maximize the amount of economy sales and provide a net
benefit to the ratepayer.”

At the hearing we directed the Staff to develop appropriate and
proper procedures for incorporating their proposal as early i{n the
process as it can be done legally. The Gtaff, on January 10, 1984,
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held an informal meeting with the companies and Public Counsel in
order to garner and exchange information concerning our directive.
Two separate approaches were presented concerning the {mplementation
of a procedure for the inclusion of profits realized in sconomy
energy sales in the fuel adjustment clause, TECO and the Staff
considered {t appropriate at the February, 1984 fuel adjustment
proceeding to revise base rates to remove economy enerqgy sales
profits and to transfer the same to the fuel adjustment clause.
Others present, other than Public Counsel, considered it appropriate
to wait until a utility is involved in its next Ssneral rate
proceeding to revise base rates. During the interim pericd,
however, the fuel adjustwent clause would be indexed by the
appropriate factor. The procedure suggested by TECO and the Staff
appears to be the more desirable method because it is easier to
adainister and meets our goal of removing fuel and fuel-related
itens from baze rates.

Due to our decision to Include economy sales profits in tha fuel
adjustment clause, it is necessary to revise the minimum filing
reguirecents by adding new schedules that will present the data
pertaining to the profits. The two new schedules are Schedule A7a,
Eccnomy Energy Sales and Profits, and Schedule E7a, Economy Energy
Sales and Profits, BSchedule A7a is to be included in the monthly
filings for reporting actual transactions and Schedule E7a {s to be
included as a part of the filing for projection purposes. The
forzat of the new schedules is as follows:

(1) (2) (3) (4)
Sold te Total £/ KWH Profit($)
sold (a) (b) (ec) (2)x(3)(e)
Total Sales (3)(b)=(2)(a)
Cost Price Profit
Subtotal
xB0% o]

Amount for Fuel Adjustment

In order to keep the revisions to a minimum, the “"Anmount for Fuel
Adjustment” should be included as a separate line item on both
Schedule A7 and Schedule E7, as appropriate.

Because of our decision to revise base rates by resoving the
economy sales profits, the utilities are directed to provide the
dollar amount of economy sales profits included in base rates in
their most recent rate case. In addition, the utilities are to
provide a schedule, on a ¢/KWH basis for each rate cless, the
current bage KWH rate, the amount of economy sales profits in the
base rate, and a revised base rate excluding economy males profits,
Since the prehearing conference for the upcoming fuel adjustment
hearing is to be held on February 8, 1904, this data {s to be filed
with the Commission no later than February 3, 1984 {n order to allow
the Staff time to review the data and take a position ac the
prehearing conference.

Therefore, in consideration of the foregoing, it is

ORDERED by the Florida Public Service Commissi{ion that the
economy energy sales profits are being removed from base ratws and
being included in fuel and purchase power cost recovery clause,
effective April 1, 1984. It {s further
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ORDERED that the economy energy sales profits are to be divided
between ratepayers and the shareholders on a 80%-20% basis,
respectively. It is furcher

ORDERED that affected electric utilicties will comply with the
requirements found in the body of thie Order.

By ORDER of the Florida Public Service Commission, this 24th
day of January, 1984.

L
COMMIBS

N CLERK
(SsEAL)

MRC
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ORDER _APPROVING GpIF Iﬁgg;gg{gégggg_ﬁgg
G2 AT TES FACTOR, PROSECTED
ESTIMATED AND ACTUAL

L] EAlXX Lo
TRUE-UP FACTORS FoR rux§_£§§Q§t§£NI FACTOR 2np
OTL FACKOUT rACTOR .
——="=tO0UT FACTOR
BY THE ComMIssIon; '

In accordance with the procedure “stablished by ear)jer
orders in this docket, a public hearing was helg for the purpose
of consiﬁcr!ng Proposed changes for the pProjection period April
1984 through Septenber 1984, 7Th, following subjects “ere noticed

1. Detersination of Generating Perfornance Incentive Factor
(GPIF) targets and ranges for the per’od April 1, 19s4 through
Septeaber 30, 1984,

2. Deterninatlon of Generating Perforrance Incentive Factor
(GFIF) Rewnrd:/?;nalticl for the period April 1, 1983 through
3 .

3. Determination of the Projected Levelized Fuel Adjustrment
Charges for al) investor-owned electric utilitles for the peried
April 1,-1984 through September 30, 1984,

4. Determihation Of the Estirmated Fuel Adjustzent True-up
Factors for all investor-cwned electrice utilities for the period
October 1, 1983 through March 31, 1984, which are to be baszed
Upon actual data for the period Gctober 1, 1983 through Becerber
31, 1983, ana revised estipatesg for the period January 1, l9g4,

4q

5. Determination of the Final rue} Adjustment true-up for
21l investor-owned electric utilitfes for the period April 1,
1983 through Septezber 30, 19a3,

6. The deternination of any projected Oi1 Packout Cogt
Recovery Factor(s) for the Period Apri 1, 1984 through Septecher
30, 1984, for the costs of approved oi] backout projects to be
recovered pursuant te the provisions of Rule 25-17.16, Florida
Muinistrative Code.

7. Determination of the estimated 0il Backout Cost Recovery
true-up factors for the period October 1, 1983 through March, a1,
1984, for the COsSts of approved ofl backout projects to be
fecovered pursuant to the provisions of Rule 25-17.16, Florida
Administrative Code, which are to e based upon actual data for
the period October 1, 1983 through Decesber 31, 1983, and revised
estinates for the period January 1, 1984 through March 31, 1984,

8. Determinat {on of the, £inal 0j1 Backout Trie-uUp amrcuntg
for the periocd April 1, 1983 through September 30, 1983, which
&re to be based on actual data for that period,

.-
Prior to thig proceeding, the Commission conducted four fye]
and four conservat’on cost recovery! hearings per year, two

lconservation Cost Recovery will be disposed of by o
se;arate order,
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hearings for projection and Lwo hearings for true-up, We are now
consolidating the true-up hearings for the prior eix month period
with the progtction hearing for the next six month perlod which
will result in two hearlings per year for conservation cost
recovery and two hearings per ycar for fuel cost recovery. We

. find two advantages In sodifylng our current procedure to

incorporate the true-up and the projections at one hearing: 1)
the Company will have more time to close its books and prepare
the true-up filing, and 2) our auditors will have rore tire to
avdit the filing.

Generating Perforsance Incentive Factor (Schedule A)

Eince projection and true-up functicns are now corbined !nto
one proceedlng, we have during these hearings determined Loth the
proper GPIF rewards or penalties for the April - September 1983

riod, and established the appiopriate GPIF targets and ranges
or the April - Septecber 1984 period. Attached Schedule A
reflects the GPIF targets approved in this order.

Fewarés/Penalties fnr April - Septesber 1983

Florida Power and Light Cocmpany

Mr. J. M. Parent testiffed on behal? of FPL and calzulated a
proposed reward of $1,168,270. Implicit in this computation was
the Company's request that, for this period, both the St. Lucie 1
and Turkey Point 4 nuclear units be “"zeroed out® for availability
reward/penalty purposes.

St. Lucie 1 d4id not operate during this period, having been
brought down for refueling on February 27, 1983. The subseqguant
discovery of problems with the unit's thermal shield, and the
rlfair thereof, required that the unit be down longer than
originally anticipated., As of the date of this order the cutage
is continuing. An Investigation of the lengthy and unusual :
outage of St. Lucie 1 has been spun off into Docket Mo,
840001-EI-A. Therefore, any determinatlion as to prudency or
{mprudency, whether the outage should be classified as “plerned”
or "unplanned” for GPIF purposes, will be made In the spin-off
docket. Accordingly, we will, for now, allow S5t. Lucle 1 to be
"zeroed out” and assign it neither reward nor peralty., The sane
treatment will apply to the October, 1983 - March, 1984 period.

At Turkey Point 4 the level of unplanned ocutages was higher
than targeted during April - September 1983 wh!ch would normally
cause it to receive a penalty. However, it did return to service
after the planned cutage to repair the steam generator scomevwhat
ahead of schedule. This is the basis of the Company's contentlon
that the fuel savings resulting from this early return to service
sopmehow cancelled ocut the unit's subsequent high-r-than-tar?-toﬁ
unplanned outage rate and that Turkey Point 4, likxe St. Luclie 1,
should be "zerced out” for reward or penalty purposes., Our
intent and consistent policy regarding the GPIF is that revards
or penalties should normally be associated with achleved levels
of unplanned outages relative to targeted levels. We, therefore,
reject the Company's argument and find that the avallabllity
penalty calculated under standard GPIF procedures of $761,157
should be assigned to Turkey Point 4. -

The FPL system GPIF reward Is thus adjusted to £407,113,
which we deem proper.
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Florida Power Corporation, Gulf Power Company, Tampa Electric
Cospany

The remaining three utilities {ncluded in the GPIF proposed
rewards or penalties for April - Septemsber 1983, we find, have
been properly calculated. They are summarized below.

FPC - $205,731 Penalty
GULF - £373,500 Reward
TECO - $220,215 Reward

GPIF Targets and Ranges for April - September 1984

Florida Power and Light Company

We find that two changes need to be made to the targets
proposed by the Company. First, dve to the current unusual
situation at St., Lucie 1, we decline to set any targets at
present for thls unit pending the cutcome of Docket No.
840001-EI-A. Second, we take izsue with the vay in which the
Company daveloped its target heat rate equation for Turkey Point
3. To eliminate the effects on heat rate of repalirs to the
unit's steam generators, only historical data since the iepairs
were made should be used in deriving the equation. The resulting
adjusted heat rate target as well as the other FPL targets we
approve are shown on Schedule A,

Florida Power Corporation

We find FPC's proposed targets to be acceptable w!th the
exception of the availability target for the Crystal Piver 2
(CR-3) nuclear unit. Due to the sonewhat erratic history of this
unit the Company has proposed a relaxaticn In the stringency of
the availability standard set for CR-3 as conmpared to prior
periods, Given our view that targets should be challenging but
that they alsc need to be reflective of actual past perforpance,
we agree to a slight relaxation but rejcct the CR-3 availability
target proposed by the Ccmpany, The GPIF target levels that we
deem appropriate for FPC are shown on Schedule A.

Gulf Power Company

We find Gulf's proposed targets to be proper except for the
Crist 7 hest rate target. 1In developing the target heat rate
equation for Crist 7, Gulf 4ld not use any of the historical heat
rate data from the April - September 1983 period claiming that
the unit was operated in an atypical manner during that time. Wwe
find that those summer 1983 data points should be included in
developing the target heat rate eguation so as tc make the target
more truly representative of expected future performance. The
resulting ld;u’tld Crist 7 heat rate target, as well as the other
targets we find to be proper for Gulf are shown on Schedule A.

Tampa Electric Company

We find that TECO's targets may be approved without
modification as shown on Schedule A, -
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Projected Factor, Including Estizated/Actual
True-Up,’ for Fuel hAdjustment (Schedules B & F)

Flor{da Power and Light Company (FPL)

Witnesses Silva, Dickey, Mierisch and Mills testiflied
concerning the derivation and calculation of FPL's projected fuel
adjustment factor for April - September 1984, HMr. Mierisch
testified concerning the derivation and calculation of FPL's
estimated/actual true-up for the October 1983 - March 1984 perlod.

kccording to Mr. Mlerisch, FPL's actual underrecovery for
October 1983 - March 1984 is $147,541,323, This {s the sum of
the $95,222,995 estimated underrecovery for the current period
October 1983 - March 1984 plus an underrecovery of $45,415,427
carried over from the period April ~ Beptenber 198) and
$6,902,901 estimated Interest provision for the current perliod
October 1983 - March 1984. As a result of the St. Lucle MNuclear
Unit No. 1 outage, the Company has experlienced an underrecovery
of $141,345,594 for the period May - Decerber 1983, Of this
total amount, $58,846,648 is currently being recovered through
the fuel adjustment factor for the Octocber 1983 - March 1984
period, This leaves an unrecovered balance of £82,498,946 to be
collected in future periods., Normally, this unrecovered balance
would be collected during the April - Septeuber 1984 period. Mr.
Mills, however, presented an alternative proposing that the
recovery be made over a twelve month period rather than a six
month period. Under this proposal, $41,249,473 would be
recovered during the April - September 1984 perliod and the
resaining $41,249,473 would be deferred and recovered during the
October 1984 - March 1985 perfod. We concur with the Cocpany's
proposal to spread the $B82,498,946 underrecovery related to the
St. Lucle Unit No. 1 outage over a twelve month period., This
treatment reduces the true-up amount to be included in the April
- September 1984 period from $147,541,323 to $106,291,850. 1In
addition, we have determined that the Company should not be
allowed to recover ‘nterest on the $41,249,473 underrecovery that
hes been deferred for recovery until the October 1984 - March
1985 period.

Although we are allowing the collection of the
underrecoveries related to the St. Lucle Unit No, 1 outage in
current and future periods, we are retalining jurisdiction over
these amounts. A separate investigation has been established in
this docket to review the outage and the appropriateness of the
additional expenses that have been incurred as a cesult of the

outage.

When the true-up underrecovery azount of £106,291,850 Is
conbined with the projected factor, the levelized factor to be
applied during the April - Septesber 1984 period iu 3.505¢4/KWH.

Mr. Mills proposed to apply the adjusted factors shown on
Schedule A which reflect the effect of line losses.

We find that FPL's proposed levellized, on-peak off-peak
factors should be approved and find, further, that the adjusted
factors shown on Schedules B & F should be approved.

L LN

Florida Power Corporation (FPC)

Witnesses Welland and Chaflin testified concerning the
derivation and calculations of FPC's projected fuel adjusi-ent
factor for the April - September 1984 period, and the estimated/
actual true-up for the October 1983 - March 1984 period. The
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total true-up to be included {g a $30,252,702 unéerrecovery
resulting from a final actual true-up underrecovery of §5,953,280
for the April - Septesber 1983 period and an actual/estimated
true-up underrecovery of $24,299,422 for the October 1983 - March
1984 period. When the projected factor is corbined with the
$30,252,702 underrecovery, the levellzed factor to be applied
Guring the April - Septenber 1984 period is 3,105£/KwH.

Ahccording to Mr. Weiland the cn-peak factor, before line loss is
3.475¢4/KWH. While the off-peak befcre 1ine losses is 2.968¢4/rwH,

Mr. Weiland's testimony calculated Iine lcss ad justrents by
two different methods, the traditional fate group and the voltage
level. He testified that the voltage melhod is more accurate and
equitably recognizes line losses for custorers within particular
rate schedules or grouping of rate schedules who recelve service
at different voltage levels., In order to conpletely analyze
FPC's proposed change in calculating 1line losses, we consider it
appropriate that this matter be established as a generic {ssve to
be fully explored in the very near future at a separate hearing
for that purpose. We, therefore, will continue at this tipme to
use the traditional rate group method allocation of line losses.

We otherwise find that FPC's proposed levelized, on-peuk and
off-peak factors should be approved and find further that the
adjusted factors shown on Schedules B & F should be approved.

C. 0. M.

Again we are reserving our final determination on the costs
essociated with coal oil mixture (C.0.M.). We expect this ratter
to be fully explored in the near future so that this rmatter ray
be finalized.

Gulf Power Coopany (Gulf)

Witnesses Haskins and Gilchrist testified concerning the
derivation and calculation of Gulf's projected fuel adjustment
factor for the April - September 1984 period, and the estirated/
actual true-up for the October 1983 - March 1984 period. The
final true-up for the April - September 1983 period is a
43,486,413 overrecovery and the estinmated/actual true-up for the
October 1983 - March 1984 period is a $19,775 underrecovery,
which results in a net true-up of a $3,466,638 cverrecovery.
When the projected factor is combined with the $3,466,630
Overrecovery true-up, the levell:zed factor to be applied during
the April - September 1984 period is 2,B800¢/KWil. According to
Mr. Heskins, the on-peak factor, before line losses is
3.062¢/KwH, while the off-peak factor before line losses (s
2.6734/KwH,

Mr. Haskins proposed to apply the adjusted fuctors shown on
Schedule A which reflect the effect of line losses.

We find that Gulf's proposed levellzed, on-peak and off-peak
factors should be approved and find, further, that the adjusted
factors shown on Schedules B & F should be apnproved,

Tawpa Electric Company (7ECO) -

Witnesses Smith, Mulder, and Nelson testified concerning the
derivation and calculation of TECO's projected fue!l adjustment
factor for April - September 1984 period, and the estimated/
actual true-up for the October 1983 - March 1984 period, For the
April - Septenber 1983 period, the final true-up {s a $£3,963,099
overrecovery. The estizated/actual true-up for the October 1983
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- March 1984 perfod is an underrecovery of $1,757,354, Corbining
these amounts results in a net true-up ovar.dcovery of
$2,205,745. When the projected factor is combined with the
$£2,205,745 overrecovery true-up, the levelized factor to be
applied during the April - September 1984 period is 2.635¢/KwH.
According to Mr. Smith, the on-peak factor, before line locses,
is 3.5023/KHH, while the off-peak factor, before line losses, is
2.217¢/KwH.

Mr. Smith proposed to apply the adjusted factors shown on
Schedule A, which reflect the effect of line losses.

We find that TECO's propose® levelized on-peak and off-peak
factors should be approved and find, further, that the adjusted
factors shown on Schedules B & F should be approved,

Reedy Creek Utilitlies Company, Inc. (RCUC)

Daryl Rosborough testifled corcerning the derivation znd
calculation of RCUC's projected fuel adjustment factor for the
April - September 1984 periocd. He also testified as to the
derivation and calculation of RCUC's estimated/actuval true-up for
the October 1983 - March 1984 perliocd. The Company had a finzl
true-up of a $142,102 overrecovery for the April - September 1983
period and an est!nated/actual true-up vnderrecovery of $199,458
for the October 1983 - March 1984 pericd, which results in a net
true-up of a $57,356 underrecovery. When the projected factor is
cosbined with the true-up of an underrecovery of §57,356, the
levelized factor to be applied during the April - September 19E4
period is 3.6714/KWH. . .

We find that RCUC's propossd levellzed factor as shown on
Schedule B should be approved.

Florida Public Utilities Company (FPCU)

Mr. Darryl Troy testiflied concerning the derivation and
calculation of FPUC's projected fuel zdjustrment factor for the
April - September 1984 period. Mr. Troy also testiflied as to the
derivation and calculation of FFUC's estimated/actual true-up for
the October 1983 - March 1984 perfiod, In the Fernandina Beach
Division, the final true-up for the April - September 1983 perlod
was a $7,925 overrecovery and the estimated/actual true-up for
the October 1983 to March 1984 period was a $203,150
underrecovery , which yields a net true-up underrecovery of
$195,225. For the Marianna Division, the final true-up was a
4168,643 overrecovery and the estimated/actua) true-up was a
$34,838 underrecovery resuvlting in a net true-up of a $133,805
overrecovery. When the factors are combined with the projected
true-ups of an underrecovery of $195,225 for the Fernandina Beach
pivision and an overrecovery of £133,805 in the Marianna
Division, the levelized factor to be appllied during the April -
September 1984 period are 6.835¢/KWH for Fernandina Beach and
5.706¢/KWH for Marianna Division.

We find that FPUC's proposed levelized factors as shown on
Schedule B should be approved.

Economy Energy Sales Profits (Schedule @)

In Docket No. 830001-EU-B, Order No. 12923,2 lssued January
24, 1984, we deterzined that the profits from economy cnergy

205 February 22, 1984 during these proceedings, Public
Counsel gave notice that he wus appealling that porticn of Crder
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sales should be removed from base rates and be included as a part
of the fuel and purchased power cost recovery clause. In that
order, we also found that the profits should be divided between
the ratepayers and the shareholders on an BOY/20% bLasis,
respectivaly. This change I{n procedure becomes effective April
1, 1984, the first month of the 2pril - September 1984 projection
period,

As a result of this treatment, the utilities have {ncluded
econonmy erergy sales profits In their projections for the April -
September 1984 period based on the BO1/20% split between the
ratepayers and the shareholders. GHecause the ecconomy energy
sales profits are currently in bzse rates, it {s also necezsary
to adjust the base rates to exclude these profits as of April 1,
1984, As shown on Schedule C, we approve the inclusion of the
listed amounts in the fuel and purchased power cost recovery
clauvse and the resulting change in the base rates for each
utility.

Requlatory Tax

In determining whether we should allow the electric utilities
to recover the under-collection of revenue “axes relative to fuel
adjustrment revenues for the January = March 1984 pericd, 2s a
result of the increased regulatory assessment fre, we find that
additional investigation should be conducted into how this matter
has been treated In the past, We will review these results at a
future proceeding.

Nonrecoverable 0i1 (Schedule D)

In Docket No. B30001-EU, Order No. 12645, I{ssued November 3,
1983, we determined that the value of all heavy and light oil
which norrally res!des In storage tanks below the aoroal
operating Intake pipe and {s norzally unavailable should be
expansed, Therefore, when each utility calculates the expense of
its nonrecoverable oil, it should likewise calcul’ate the revenue
effect of removing that @il from rate base., The adjustment to
the fuel and purchased power adjustment clause to expense the oil
would reflect the offset of the rate base reduction. As shown on
Schedule D, we approve the inclusion of the listed amounts in the
fuel a2nd purchased power cost recovery clause and the resulting
decrease In base rates for each utility effective April 1, 1984,

The 0il Backout Cost Recovery Factor ermploys the same
combined projection/estimated/actual true-up mechanism applied to
the fuel adjustment factor.

Florida Power and Light Company (FPL)

Edgar Hoffman and Japes Scalf testified concerning the
derivation and calculation of PPL's projected oil backout
recovery cost factor for April - Septesber 1984 period. Mr.

(2

No. 12923 that authorized the 80% - 20 t split between the
ratepayers and the Company to the Supreme Court of Florida.
TECO, by ora tenus motion, requested all parties to agree that
the appeal would not operate as a stay of the Implementation of
Order Ho. 12923, All parties subsequently agreed that (f an
appeal was taken from this Order, that neither this Order or
Order No. 12923 would be considered automatically stayed,
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Scalf and Mr. Mierisch testifled as to the derivation and
calculation of FPL's estimated/actual true-up for the October
1983 - March 1984 period. The total true-up is an overrecovery
of $6,48B,698, which is the result of a final true-up
overrecovery of $2,630,941 for the April - Septesber '9B3 perlod
and an estirated/actual true-up overrecovery of $3,b%7,757 for
the October 1983 - March 1984 period, Wwhen the projected factor
i{s combined with the true-up overrecovery of $6,488,698, the oil
backout factor to be applied during the April - September 1984
period is .232¢/¥wH,

We find that FPL's proposed levellzed oil backout factor
should be approved,

Tampa Electric Conpany (TECOQ)

Haywood A. Turner and Jerry L. Crews testified concerning the
derivation and calculation of TECO's procjected oil backout cost
recovery factor for April - September 1984 period. The
estizated/actual true-up for the October 1983 - March 1984 period
is a $2,111,140 underrecovery. When this true-up underrecovery
is combined with the projected factor, the oil backmut factor to
be applied during the April - Seplember 1984 period is
«210¢/KwH.

We find that TECO" proposed levelized ofl backout factror
should be approved, .

Therefore, in conslderation of the foregolng, it is

ORDERED by the Florida Public Service Commission that the
investor-cowned electric utilitles subject to our jurisdicticn are
hereby authorized to &pply the fuel cost recovery factors set
forth herein on Schedules B & F during the period April 1, 1984
through September 30, 1984, and until such factors are modifled
by subsequent Order. 1t {s further

ORDERED that the Economy Energy Sales as shown 'n Schedule C
are hereby approved and shall be included in the fuel and
purchased power cost recovery clause. It s further

ORDERED that the nonrecoverable oil factors as shown in
Schedule D are hereby approved and shall be included in the fuel
and purchased power cost recovery clause. It is further

ORDERED that the estimated true-ups conta‘ned in the above
fuel cost recovery factors are hereby avthorized subject to final
true-up, and further subject to proof of the reasonableness and
prudence of the expenditures vpon which the factors ar- based.
It is further

ORDERED that the Generating Performance Incentive Factor
reward and penalties as shown in the body of this Order shall be
applied to the projected levelized fuel adjustment factors for
the period April 1, 1984 through Septecber 30, 1984. It is

further

ORDERED that the targets and ranges for the Generating
Performance Incentive Factor set forth hereln on Schvdule A are
hereby adopted for the period April 1, 1984 through September 10,
1984, It is further

ORDERED that Florida Power and Light Company and Tanpa
Electric Company are hereby authorlzed to apply the 0i{l E=ackout
Cost Recovery Factor set forth herein on Schedule E durlng the
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period April 1, 1984 through September 30, 1984, and until such
factor is modified by subsequent order. It is further

ORDERED that the estimated true-up contalined {n ‘he above 0f1l
Backout Cost Recovery Factor i{s hereby authorized subject to
firal true-up, and further subject to proof of the reasonableness
and prudence of the expenditures upon which the factor {s based.

By ORDER of the Florida Public Service Commission, thig I6th
day of March, 1984. -

COMMISSION CLERK

( SEAL)

MRC




Florida Power Corporation

GPIF TARGETS AND PANGES

SCHEDULE A

Anclote 1
Anclote 2
Bartow 3
Crystal River
Crystal River
Crystal River
Crystal River

ol B

Florida Power and Light Company

Cape Canaveral 1
Cape Canaveral 2
Fort Myers 2
Manatee 1
Manatee 2
Martin 1

Martin 2

Port Everglades
Port Everglades
Port Everglades
Port Everglades
Riviera 3
Riviera 4
Turkey Point 1
Turkey Point 2
Turkey Point 3
Turkey Point 4

i Ll B

Gulf Power Company

Crist 6
Crist 7
Smith 1
Smith 2
Daniel 1
Daniel 2

Tampa Electric Company

Gannon 5

Gannon 6

Big Bend 1

Big Bend 2

Big Bend 3
Gannon Station
Big Bend Station

EAF EAF Range
Target  Max, Min.
) (1) (%)
83.58 85.18 B0.49
94.87 96 .64 90.35
B83.78 85.78 81.54
73.72 77.17 8,26
84,55 87.62 , 77.39
79.00 82,92 71,97
82.82 85.47 77.71
87.2 89.2 684.2
93.5 95.5 91.5
64.7 69,2 60,2
87.5 90.5 63.5
85.3 88.3 81.8
74.9 77.9 71.9
93.0 95.0 90.0
74.9 7B.4 70.9
75.3 78.3 12.3
89.0 21.0 B7.0
74.4 77.4 70.9
70.1 74.1 65.6
69.6 73.1 66.1
69.1 73.1 €4.6
92.0 94.5 £9.5
92.5 95.0 90.0
70.0 74.6 65.6
B80.8 86,2 72.6
76.4 79.7 71.5
97.2 98.1 96.0
63.9 65.4 61.6
B89.6 92.7 84.9
97.4 98.12 96,2
62.8 66.7 55.0
69.0 72.9 61.2
82.3 85.1 6.7
B84.2 87.4 77.8
83.9 87.1 7.5

 Cn
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ANOHR AKNOMR Pange
Target Min. Max,
BTU/KWH  BTU/KWH  BTU/ KW

9,919
10,116
10,225
10,214
10,081
10,550

9,498

9,862
9,800
9,466
9,838
9,709

10,004
9,934

10,175
9,972
9,746
9,793
9,945

10,185
9,649
9,704

11,128

11, 260

10,858
11,017
10,439
10,668
10,355
10,431

10,080
10,008

9,755
92,981
10,057
92,928
9,809
10,320
9,314

9,782
£,690
2,316
2,698
9,539
9,754
9,644
10,005
9,792
9,556
9,643
9,685
9,965
9,529
9,484
10,898
11,130

10,532
10,683
10,126
10,348
10,044
10,118

9,830
9,758

10,12
10, 25!
10,39;
10,49!
10, 3%
10,78
9,LE,

9,44
2,9
9,€)
9,9
9,87
10, 2%
10,224
10,34!
10,1%:
9,924
9,941
10, 20%
10,405
9,708
9,574
11,358
11,2%C

11,14
11,351
10,722
10,9¢&8
10,666
10,744

10,320
10,2:9
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Florida Power & Light
Florida Power Corp,
Gulf Power Company
Tampa Electric Company

Group A

Group B

Group C

SQEDLE C
FUEL ADJUSTMENT - DOCKET KO. 040001-El
T LCORURY ERERGY SALE PROF.

February 22-24, 1384 Hear lng

Amount Amount in £ffect On Amount 80t Cffect On Net
In Base Rales Base Rates For April - or Fuel Adj. Effect Staff
Base Rates With Rev. Tax £/KWH Septesber 1384  Asouat £/ /K Posfition
3 3 1 i
1,408,556 1,430,970 .003 1,608,000 1,286 ,400 (.005) (.002) M3ree
1,790,986 1,819,414 on 1,392,500 1,114,000 (.012) (.001) Agree
345,815 351,303 006 870,340 696,272 (.022) (.016) Agree
8,900,212 9,041,458 .087 3,221,196 2,576,957 (.047) 040 Agree
083 (.048) 040 Agree
086 (.046) 040 Agree
084 (.045) 039 Agree
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~
FEBRUARY 22-24, 1904 HEARING
SCHOWILE b
FUEL ADJUSTHENT - DOCKET NO. 840001-£1
- . ecover e
} Asmount } Amount Last Effect Inventory Apr. - Sept, Effect Net
in fn Base Rate Case on Base $ Amount Projected on F/A Effect staff
Dase Rates Rates W/TX MW Rates £/KWH Expensed HaH _L&/0m 21K Positisn
Florida Power & Light Company '; 1,789,501 § 1,817,900 44,012,192 {.004) $10,457,376 24,778,000 043 .03% Agree
Florida Power Corporation 2,153,151 2,187,322 16,638,995 (.013) 11,164,125 8,649,296 A3 .120 Agree
Gulf Power Company 15,522 15,769 5,561,978 {.000) 92,346 2,994,021 003 003 lgru"
Tampa Electric Company 0 0 - 0 0 - 0 0 Agree
Note: 3The staff agrees with the calculations, but recommends that the amount to be expensed should
not be recovered through the fuel adjustment,
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OIL-BACKOUT COST RECOVERY
APRIL-SEPTEMBER 1984

Projec téd

April - September 1983 . Effect On

Fro.]ccled ctua ina True-Up To*al Adj. Factor Staff

True-Up True-Up True=Up 10/03-3/84 True-Up ¢/ KRl ' Position

Florida Power b Light $(4,346,837)(u) $(1.715,896)(u) $2,630,941(c)  $3,857,757(0) $6,488,698(0) (.0262) : Agree

Tampa Clectric Co. + - = -0- -0- -0- $(2,111,140) (u)  $(2,111,140) (u) .0378 Agree

FPL TECO
1. Total Cost Recovery 465,481,287 $9,455,716
2. Total Mai Sales +25,778,800 +5,587 ,499
3. Cost - ¢/mull .2540 . 1692
4, True-Up $(6,408,698) $2,111,140
5. Retafl Ml Sales 124,778,000 +£,587,499
6. Cost - ¢/wali (.0262) .0378
7. Total Cost - ¢/KW

(Line 3 * Line 6) .22718 .2070
8. Revenue Tax Factor x1.01652 x1.01652
9. 0OBC Factor .2316 .2104
e — T
10. 0BC Factor Rounded .232 .210
EmEE ———
Staff Position Agree Agree

ST Dvd
I-1noo*3 Ol L300d

na-moces “cn

—0a

(L
—i

..t ]

N R

<1

260



SCHEDULE B

FUEL ADJUSTMENT FACTORS IN ¢/KWIH BASED ON LINE LOSSES BY RATE GROUP

FOR THE PERIOD APRIL - SEPTEMBER 1984

WITHOUT LINE LOSS MULTIPLIER WITH LINE LOSS MULTIPLIER
COMPANY GROUP RATE SCHEDULES LEVELIZED _ ON/PEAX  OFF/PEAK LINE LOSS MULTIPLIER LEVELIZED ON/PEAK OFF/PEAK
FP&L A RS-1, GS=1, S5L=2 3.505 3.854 3.331 1.00176 3.511 3.861 3.337
Al SL-1, Ol-1 3.415 - - 1.00176 3.421 - =
B GSD-1 3.505 3.854 3.331 1.00169 2.511 . 3.861 3,337
c GSLD-1, CS-1 3.505 3.854 3.331 1.00011 2.505 3.854 3.33
D GSLD-2, CS-2, 0S-2, MET 3.505 3.834 3.331 .99108 2.474 3.820 3,301
E GSLD-3, C5-3 3.505 3.854 3.331 .96170 2.371 3.706 3.203
FPC A R5-1, G5-1, MS5-1, T5-1 J.105 3.474 2.922 1.0051 3.121 3.492  2.937
8 GSD-1, GSDT-1 3.105 3.474 2.922 1.0038 3.177 3.487 2.933
c GSLD-1, GSLDT-1 3.105 3.474 2.922 .9923 3.081 3.447 2.900
D 1s-1, Cs-1, CST-1,
IST-1, IST-2, GSLDT-2 3,105 3.474 2.922 .9747 3,026 3.386 2.848
Dl oLl, SL1 3.026 1.0051 3.041
TECO A %S, GS, GSD, 15 ~2.635 3. sn—-—m‘—"‘—nm—rcn——r;m-—nw
Al SL-1,2 & 3, OL-1 & 2 2,635 1.0137 2.44)
0 GSLD 2.635 3. 502 2. 211 .9859 2.598 1.453 2. 1a¢.
C 1s-1, 15-2 2.635 3.502 2.217 L9665 2.547 3.385 2.143
GULF A RS, GS, GSD, 0S-) 2.600 3.062 2.673 1.01254 2.835 3. .
) LP 2.800 3,062 2.673 .97962 2,743 3.000 2.619
c PXT - 3.062 2.67) 96420 - 2,952 2.5717
D OSI. 0‘511 1.800 - - 1.01254 2.."1 -
FPUC - FERNANDINA
A RS, OL 6.835 - - 1.02210 6.986 - -
B GS, GSD 6.835 - - 1.01007 6.909 - -
c ! GsLo 6.835 - - .96928 6.625 - -
D SL, MS €.835 - - 1.01088 6.909 - -
FPUC - MARIANNA
A RS, OL 5.706 - - 1.0153 5.793 - =
B GS, GSD 5.706 - - 1.0050 5.735 - -
c GSLD 5,706 - - L9514 5.429 - =
[ SL-1, SL-2 5.706 - - 1.0604 6.096 - -
HREEDY CREEK s, GS, G5D, O8L, 052 3.671 - - - 3.671 - =
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