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BEFORE 1HE FLORIDA PUBLIC SERVICE COHMISSION 

In re: Petil10n of FLORIDA POWER AND ) DOCKET NO. 870197-EI 
LIGHT COMPANY for non-ftrm load ) 
met hodo logy and annual targets. ) 

) 
) 

ORDER NO. 

ISSUED: 

The following Commissioners participated 
disposition of this matter: 

~ICHAEL HcK. WI LSON 
THOMAS r-1. BEARD 

BETTY EASLEY 
JOHN T. HERNDON 

GERALD L. GUNTER 

ORDER APPROVING FLORIDA POWER AND 
LIGHT COt.,PANY'S NON-FIRM LOAD METHODOLOGY 

BY THE C.:Ot·U.USS ION: 

22229 

11-28-89 

in the 

I 

Rule 25-6.0438, Florida Administrative Code, effective I 
August 21, 1986, requires each investo r-owned electric utility 
o ffering non-firm electric service to submit for the 
Commission· s review and approva 1 a proposed method for 
determ1n1ng the utllity's maximum level of cost-effective 
non-firm load ove r its generation planning horizon and the 
u ility ' s annual targets for cost-effec ive non-firm load. 
Rule 25-6 .0438 also states that specific consideration must be 
g1.ven to each type of no n-firm electric service offe red and 
that the maximum levels of non-firm load must be updated by 
each utility and filed for Commission approval every two years. 

Pursuant to Rule 25-6 .0438, Florida Power and Light 
Company ( FPL) filed its methodology and non-firm annua 1 ta rge 
levels o n February 23, 1987. FPL offers four t ypes of non-fitm 
load: cu rtai lable, commercial/industrial load control {CILC), 
res1dential l oad control, and interruptible (full requirement s 
and standby). At the 1me of filing its initial petition, FPL 
did not offer interruptible service and its in1tial petition 
did not pre,ent either a me hodo l ogy o r annual targets for 
lnlerruptible serv1ce. The February petition presented a 
methodology and targets for CILC and residential load control 
and asked tha the non-firm rule be waived for its curtailable 
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~ervtce . A s~parate docket was established for the watver 
request. Docket No. 870198-EI. and Order No . 18254 denieJ FPL's 
request for waiver of Rule 25-6.0438 requirement s for FPL's 
cu rtatlable service. FPL subm1tted a methodology and annual 
targets for 1ts curtallable se rv1ce on January 4, 1988, in 
compltance with hat order . 

Subsequent to the filing of this methodology, FPL tiled 
inlerrup 1ble full-requtrements and standby serv1ce tariffs. 
We watved compliance wtth the non-firm rule and approved these 
an(fs on un interim basis in Order No . 19448 but requl!ed 
hat FPL develop ftnal interrupt1ble tariffs wh1ch were in 

compliance with the non-firm rule on or before October 4, 
1988. Because ot th1s new offe r1ng, FPL developed a new 
methodology Cor tts tnterruplible and load control services and 
new targets . These were filed o n August 2 2 , 1988. On August 
22, 1988, FPL also filed its "final " intetruptiblc anffs in 
c.Jmpltance wtlh Order No . 19448. 

Docket No. 870197-EI has been combined with the other 
Lhr~e non-firm methodology and annua l target dockets for 
hcaong purposes by Order No . 19547 , issued on J une 21 , 1988 . 
These dockets are not combi~ed for any purpose other than 
ht!artng. The purpose of this combined hearing was to determtne 
the proper m~thodology for setting the maximum amount of 
cost-effcct1ve non-fi r m load and to set annual target levels 
based on that methodology; to determine the proper means of 
implemen tng those annual targets; and to make findings 
pursuant to 18 C.F.R Subsection 292 . 305(b)(2) on whether the 
prov1s1on of standby interruptible service wi 11 eil er impair 
FPL's abil1ty to render adequate service or place an undue 
burden on the elec ric utility . As ind1ca ed in Order No. 
19798, tssued o n August 12 , 1988 , this proceeding will not fix 
new rates for non-f1rm service or approve new rate designs for 
etther full requirements or standby non-firm customers . 

On July 2S, 1988, t.,e tropolitan Dade County (Dade} filed a 
motion for 1ntervent1on in this docket. This motion was 
granted 1n Order No. 19798, issued o n August 12, 1988 . 
Likewise, the motions f o e i n tervention of the Florida 
Industrial Cogencra ton Assoc1ation (FICA} and the Florida 
Industrial Powc.:r users Gr oup (FIPUG} were filed o n August 2 , 
1988, and July 19, 1988, respectively. These too were granted 
by Order No. 19798. 
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At the October 17, 1989 Agenda Conference, we were c.~dvised 
by Staff that Rule 25-6.0438 , Florida Adm1n1strative lode , has 
become unworkable to the extent 1t requires annual target 
levels to be set . Due to problems encountered in both 
Implementing and administering the rul~ as it relates to annual 
target levels, we have direc ed Staff to revise the rule. We 
flnd, therefore, that issues in this docket relating to annual 
target levels should be deferred until Rule 25-6.0438 is 
rev1sed. Un il that time, we will refrain from ruling on 
factual issues relating to annual target levels , includ1ng the 
proper annual target levels for FPL's non-firm se rvice pursuant 
to Rule 25-6.0438; the proper means of implementing those 
target levels; and ' 'hether the provision of interruptible 
standby service will etther tmpair FPL's ability to render 
adequate servtce o r place an undue burden on the elect ric 
utili y pursuant o to 18 C.F.R. Subsection 292.305(b)(2). 

We f 1 nd that the methodology proposed by FPL tor 
de erf"'tning the ma x1 mum level of r:ost effective interruptible 
load 1s acceptable. FPL has proposed a met hodology which is 
consistent with the methodology used to model generation 
expansion in the Plann1ng Hearing docket. This approach is 
sound for several reasons. First, cost-~ffect1veness can be 
directl y demonstrated. Non -C1rm service is designed t o provtde 
capac1ty def~rral benefits. In o rder to measure the etCect of 
such servtce, FPL first runs a reference expansion plan which 
identifies u rut addi ions prior to the inclusion of non-tirm 
load . FPL then choosc.s the fl rs t un 1 t to be " moved " and , in 
conJunction w1th mar keltng data and strategic constderations 
telattve to SIC~n-up and implementation ral s, sets ~nd targets 
Cor non-firm programs. These targe s effectively replace the 
ident1f1ed generating untt in running the Alternate Expansion 
Plan . A compar1son between the present worth of revenue 
requirements (PWRR) ot the Reference and Alternate Expansion 
Plans then clearly sho ws the cost-eCCec iveness of the non-firm 
l o ad . 

Second , et fee s on d •mand and energy can be demons ra led. 
Non-firm l oad dec rea .. es peak demand and net energy . A 
comparison of a Reference Plan load fo recas and the forecast 
which resul s from an Alternate Plan measures these effects. 
(See Late-filed Exhibit 615.} Thtrd, the methodology is 
c onsistent with the Planning Hearing docket. As noted above, 

h1s methodology is ve "" y similar t o that employed by FPL and 
he peninsular ut ilities 1n the Planntng Hearing docket. Since 
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non-firm servicP wi 11 be a permanent rate offering, we expect 
to see it consistcn l y included in FPL ' s future load forec- asts 
and expans1on plann1ng proceedings. 

While we approve of FPL's methodology in principle as 
discussed above, the inputs which led to their originally filed 
Reference Expans1on Plan (Exhibit 602) raise concerns. Certain 
signif1canl pl unned capacity additions were not included in 
fPL 's reference pl~n. These were the planned repowe ring of the 
Lauderdale units; lhe additio nal 200 MW Scherer unit purchase 
from the Southern Com;>any; and the 225 MW QF purchase from 
AES. As would be expected, the inclusion of t hi s capacity 
le~ds to differences 1n the type and the tim1ng of unit 
additions relative to f-PL's Reference and Alternate Expansion 
Plans . Although there was no impact on the ove rall non-firm 
targets, we find fPL' s Reference and Alternate Expansion Plans 
lo be those 1dent1fied in Exhibit 502. Staff's prehearing 
coticism of the methodology working "backward " was satisfied 
at hearing. 

Intervenors FIPUG and Dade have both suggested that FPL · s 
rlle thodology excludes certain quantifiable benel its of non-firm 
load, including customer retention, operational and planning 
flexib1l1t y benefits. However , we find hat there was no 
emp1r1cal evidence introduced into the record which would allow 
for quantificat1on of such benefits or revision of fPL's 
proposed met hodology. 

we f1nd that fPL has not provided a met hodology f or 
delerm1ning the maximum level of cost-effective levels of 
curtailable load. FPL admits in its own position on this issue 
that the cost-effec ivencss is "non-quantif iable ." The sec ti on 
of the non-firm rule on which FPL so heavily relies calls for 
the non-firm offering to show "other measurable economic 
benefits." A fair reading of that language must equate 
· measurable" with "quantifiable." Since FPL has not provided a 
methodo 1 ogy consistent with the intent of the no n-firm rule , 
the Convnission finds that FPL's methodology for determining the 
maximum level of cost-effect · ve curtailable load is 
unacceptable. Moreovet, we find that FPL ' s curtailable rates 
are nol cos -based. 

Whether or not FPL' s curtai lable rate is cost-based turns 
on the issue o f the correctness of the credi t . This concern 
was raised in FPL's last rate case, where Commissioner Cresse, 
at the Special Agenda Conference, commented : 

Well, 
po l1cy 

Commissionets, the curtailable 
thal lhe Company has is bad. 
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rt·s curtailed when we ask the utility 
to pay a higher ra e . Their 
taken into consideration in 
forecast , and this i s a value 
as to whether or not there 
benefi t to the other customers 
folks actually curtail first. 
what it amounts to. 

load is 
the load 
judgment 
is any 

if these 
That ' s 

(Docket No. 830465-EI, Special Agenda Conference , TR. 576) 

Conunission Order No. 13537 states: 

The r eco rd evidence establishes that 
the benet it to a 11 ratepayers of the 
cutta1lable r ate is non-quantifiable, 
1f it exists at all. Since neither the 
Company or FIPUG were able to quantify 

he benetits of cu rtailabl~ service, we 
find that it would be inappropriate to 
incre~se the curtailment credit. 

0 r de r No . 13 53 7 a t 6 5 . 

Simpl y stated , if the curtailment credit is not correctly 
priced , then curtailable service is improperly valued. Since 
no ev1dence was presented at hearing to quantify the benefits 
of curla1lable service we find that this rate is not 
cost-based. However, by Order No . 13537, the Conunission 
requested "that the Company s hall establish why the ~urtailable 
service should no be discontinued i n the Company's ne x t ra te 
case ." we find tha th1s issue will ult imate ly be decided at 
that time. 

We additionally find that FPL ' s curtailabl e service 
provides FPL with operational flexibility whi ch benefits all 
customers , e.g., the reduction of outages. we further find 
that FPL has not provid_d any me thodology f or determi ning 
ta rgets for curta i1 able load. Based o n our decisions i n Order 
Nos. 13537 and 18254, we find t hat curt1ilable rates should not 
be closed to existing customers until FPL's next rate case. 

we also find that FPL's methodology for determin1ng the 
maximum level of cost-Pffective residential load control is 
acceptable. FPL has proposed a methodology which is consistent 
w1th the methodolog y used to model generation expansion i n the 
Planning Hear ing docket. This approach is acceptable for 
several reaso ns . Firs , cost-effectiveness can be direct l y 
demonstrated. No n-firm service is designed to provide capacity 
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defetral benefits . In order to measure the effect of such 
se rv1ce, FPL first runs a reference expansion plar which 
idenlifies unit add1tions prior to the i nclusion o f non-f i rm 
load. FPL then c hooses the firs t unit to be '' moved ·· and, in 
conjunction w1 th ma rke t ing data and st r ategic considerations 
rela i v e to sign-u p and implementat ion r a t es , sets end target s 
for non-firm p r ograms . These ta r gets effectivel y replace the 
identified generating unit in running the Alternate Expansion 
Plan. A comparison between the present wo rth revenue 
requ1rements (PWqR) l)f the Reference and Alternate Expansion 
Plans then clearly shows t he cost-effectiveness o f the non-firm 
load. 

Second, effects on demand and energy can be demonstrated. 
Non-firm decreases peak demand and net energy. A comparison of 
a RefPrence Plan load forecast and the forecast which resu lts 
from on Alternate Plan measu r es these effects. [Exh ibit 615) 
ThHd, th1s melhodology 1s very s1m ilar t o that employ ed by FPL 
and the peninsular utilit1es in the Planning Heari ng docket. 
St nce non-ftrm serv1ce w1l l be a permanent rate offering, it is 
expected to be consisten ly i ncluded in FPL ' s future load 
forecasts and expans1on planni ng proceedings . 

While we approve of FPL ' s methodology in principle as 
discussed abo1e, we are concerned with the inputs which l ed t o 
Lheir o r i ginal ly filed Refere nce Expansion Plan . (Exhibi t 
602). Upon discovery, it wa s determined t hat certain 
s ign ificant p lanned capacity additions h ad not been included 
when their refere nce plan was f ormulated. [Exhibi 50 2 , 
Response t o Staff Interrogatory No . 15 ; Tr. 176-.77) These 
we r~ the planned r epowering of the Lauderdale un its ; the 
additio nal 200 MW Scherer unit purchase from the Sout hern 
Company; and t he 225 MW QF purchase from AES . The inclusion o f 
t h is capac ity as input leads t o differences in the t ype and 
t imi ng of un it dddition s relative to FPL 's Reference and 
Alle rnate Expansion Plans . Al t hough there was no impact o n t he 
overall non - f1rm targets , we find FPL · s Reference and A lternate 
Expansion Plans t o be th~se identified in Exh ibit 502 . Staff' s 
p r ehearing c r iticism of t he methodology wo rking .. backward'· wa s 
s atisfied at hearing. 

Intervenors FlPUG and Dade have both sugges ted that FPL · s 
methodology excludes certai n quantifiable benefits o f no n-fi r m 
load , including custOtl!er retention, operational and plann i ng 
Clcx1bi lity benefils. However, there wa s no empir ical evidence 
i n r oduced into the record which would allow for quantif ication 
o f s uc h benefits or rov1s1on of FPL ' s proposed methodology. 
The appropriate Expanston Plans s hould be those identified in 
Exhtbit 502 . We further find that FPL h as not proposed a 
me hodology for de e r mint ng t he ~a x 1mum level of cost-effective 
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coll"JTTercial/industrial load ~ontrol (C ILC ) since it is J trial 
project exempt from compliance with the non-firm rule by Order 
No. 18354, tssued October 29, 1987. We flnd, however, that at 
the ttme FPL dectdes to conttnue o r modtfy this trtal program, 
it should present a me hodology for this offe ring pursuant to 
the non-firm rule. 

We further find tha the Commission does not have authority 
under Rule 25-6.0438, Flonda Administrative Code , ann Section 
366.076, Flortda Statu es, to close approved tan(fs to 
extsttng customers. This decision is consistent with our 
rultng tn rn re: Petitton Q..L_flonda Power & Light Company for 
Parttal Waiver for RcgyHement~ot Rule 25-6.0438, Florida 
Admt nistra ivt! Code , Order No . 18254 , Docket No . 870198-El. In 
Order No. 18254,- the we .; ated " should the met hodology 
provtdcd for in Section (5)(a) indicate that the curtatlable 
rate docs not ofter any economic benefits to FPL's general body 
of ratepayers then the curtailable tariff could only be 
closed to existing customers i n FPJ ' s next rate case. " We find 
that our reasoning and decision in Order No . 18254 is 

I 

arplicable o this proceeding. We note , however , hat Order I 
No. 18254 onl y addresses this issue as 1t relates t.o eX1st1ng 
custom rs receivtng service under approved tariffs . We may 
close approved tanffs to new customers outside the context of 
a rate case . 

We further find that Rule 25-6.0438 does allow sepa rate 
annual target levels to be established for ISS. While Rule 
25-6.0438 does no address the setting of separate annual 
argets foe 1ntc 1 ruptible load and interrJpttble . tandby load, 

nor requir thd separate targets be set , the rule does 
contemplate ha he cost-effect ivene~s est submttted by a 
uti 1 ty con tn separa e analyses of the t ypes of no n-f1 rm 
service provtded. In fact , it requtres that specific 
consideration of each type of service must be given: 

Wil htn six (6) months o f the effec ive 
date of thts r.ulf" , each utility hat 
currentl y of fers non-firm electric 
service shall submit for the 
Commission's r eview and approval a 
proposed met hod for dete 1 mining the 
u tlity's max1mum level ot c~st 

eflccttve non-ftrm load over its 
gencratton planni ng horizo n a nd the 
ulllity ' s annual target s for achieving 
the total level of non-firm load i n a 
cost-effect1ve manner. Specific 
consideration mus be ~1ven to each 
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~e __ of -~n.;.;o:;.;n~-...:.f .;;.i .;..r.:..;.;m'----=e;.;:l;.;:e;..;:c:....:t f..!£_ s e r vic~ 
offered. 

Rule 25-6.0438(5)(a) (Emphasis Added . ) 

we find, however, that the rule does not specify how the types 
of non-firm lo1d should be separated. we conclude that the 
manner of separa ion should be determined on a case-by-case 
basis. 

In consideration of the foregoing , it is 

ORDERED by lhe Flortda Public Service Commisston that our 
rul1ng on factual issu s relating to Flor1da Power and Light 
Company's no n-firm annual target levels is deferred until Rule 
25-6 . 0438, Florida Adm1nistrative Code , is revised. It is 
further 

ORDERED that FPL · s methodology fo r determining the maximum 
level of cost effective interruptible load 1s approved and the 
appropCl ate Ex pans ton Plans to be used in its methodology are 
those 1dentified in Exh1b1L 502 . It is further 

ORDERFD that Flo rida Power and Light Company has no 
me hodology Cor de ermintng the maximum level of cost-effective 
levels of cur ailablc load and t hat the curtailable rates are 
not cost-based. It is further 

ORDERFD that Florida Power and Light Company's -:urtailable 
rate should not be closed to existing cus omers unul Florida 
Pow r and L1ght Company's next rate case. It is furlher 

ORDERED that F loflda Power and Ltght 
load con rol methodology is appro ved 
~xpans1on Plans to be used are those 
502. It is Cur•her 

Company's 
and the 

identified 

residential 
appropriate 
in Exhibit 

ORDERED that Florida Power and Light Company 
propostng a ClLC methodology because it is a 
exempt from compliance wi h the non- f1rm rule 
18354, 1ssued October 29, 1987. rt is fur her 

is exempt from 
trial project 
by Order No . 

ORDERED that the Commission does not hwe authority under 
Rule 25-6.0438, Flortda Administrative Code, or Section 
366.076, Florida Statutes, to close approved tariffs to 
~xtsting customers. I is further 
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ORDERED that Rule 25-6.0438 allows separate annual target 
levels to be established for ISS. It is further 

ORDERED hat this docket shall be closed after the time has 
ru n in which to file a petition f o r reco nsideration or notice 
o f appeal if such action is not taken. 

By ORDER oC Lhe Florida Public Service Commission, 
t his 28th day of NOVEMB:..::ER:;;,.;.._ __ , llli._~ ~ 

s~6:2t~#fe 
DIVISION OF RECORDS AND REPORTING 

( S E A L ) 

BAB 

NOTICE OF FURTHER PROCEEDINGS OR JUDICIAL REVIEW 

The Floridl Public Service Commission is required by 
Sect i o n 120.59(4) , Flor1da Statutes, to no tlfy parties o f any 
admtnistrati v hearing or judicial review of Commission o rde r s 
Lha is avai lctble under Sect1ons 120.57 or 120 . 68, Flo rida 
S atutes , as well as the procedures and time limits that 
appl y. This notice should not be construed to mean all 
r .. ques s for an admtnistrative hearing o r judicial ev1ew will 
b~ granted o r resul in the relief sought . 

Any party adversely affec ted by the Commiss ion' s final 
action tn thioi l'" attor may request: 1) reco nsideratio n of the 
d cis1on by filing a mo tion Cor reconside rati on wi h the 
Director, Divtsio n o f Reco rds and Reporti ng within fifteen (15) 
days o f the 1ss uance of this order in the form presc ribed by 
Rule 25-22.060, Flortda Admini s rative Code; or 2) judicial 
revi ew by the Florida Suprem~ Court in the case of an elect ric, 
ga s or telephone ulility or the First District Court of Appeal 
1n the case of a water o r sewer utility by filing a notice of 
~p{eal w1 h thP D1rector, Divisto n of Records and Reporting and 
f ili ng a copy of the notice of appeal and the fi linq fee with 
t he appropClate court. This filing must be c ompleted w1 thin 
thirty (30) days after the issuance of this o rder , pursuant to 
Rule 9.110 , Florida Rules of Appellate Procedure. The notice 
o f appeal must be 1n lhe form specified in Rule 9.900(a), 
Fl o rida Rules ot Appellate Procedure. 
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