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OIL BACK:

BY THE COMMISSION:

In connection with the February, 1989 hearing in Docket No.
890001-EI, the Florida Industrial Power Users Group (FIPUG)
raised issues relating to discontinuance of Florida Power &
Light Company’'s (FPL's) O©Oil Backout Cost Recovery Factor
(OBCRF). FIPUG also filed a separate petition in this docket
on January 27, 1989, which challenged FPL's past and present
collection of o0il backout co.t recovery revenues pursuant to
Rule 25-17.016, Florida Adminis:rative Code. FIPUG also sought
consolidation of the two docke*s by a Motion to Conscolidate
Dockets or Hold Certain Issues in Docket No. 89%0001-EI in
Abeyance. i

The parties agreed to defer FIPUG's issues in Docket No.
890001-EI until the August, 1989 hearing in order to allow for
discovery. Thereafter, the Commission ordered consolidation of
Dockets No. 8950148-EI and 890001-EI for hearing purposes only,
with Docket No. 890148-EI to be heard by the full Commission on
the last day of the scheduled hearings in Docket No.
8950001-EI. Docket HNo. 8%50148-ElI was later rescheduled to the
first day of the hearing, August 22, 1989, so that all
Commissioners could be present.
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On February 15, 1989, FPL moved to dismiss FiPUG's
petition. FPL's Motion was denied in Order No. 21361 on the
grounds that FIPUG had stated a cause of action upon which it
was possible to grant relief.

At the hearing in this matter, FPL reurged its Motion to
Dismiss. The Commission granted the motion in part, dismissing
that portion of FIPUG's petition regarding the continued
qualification of FPL's Oil Backout Project and the continuation
of FPL's 0il Backout Cost Recovery Factor.

In its petition, FIPUG requested that the Commission grant
several forms of relief: determine that FPL's o0il bachkout
transmission project has failed to achieve the “primary
purpose® which led the Commission to qualify it under Rule
25-17.016, Florida Administrative Code; disallow prospective
spplication of the oil backout charge for recovery of costs
associated with FPL's 500 kV transmission lines and order FPL
to refund to customers all accelerated depreciation revenues
associated with the inclusion of FPL's deferred Martin coal
units in calculation of net savings pursuant to the oil backout
rule; order FPL to terminate its oil backout charge; direct FPL
to reflect the investment an? revenues associated with its 500
kV lines in its surveillance reports and finally, instruct FPL
that recovery of costs associated with the 500 kV transmission
line must henceforth be acc~mplished through its base rates.
Some of these claims were disnissed, as discussed above. For
the reasons discussed below, we Aecline to grant the remaining
relief requested by FIPUG, but find that FPL is not justified
in charging a 15.6% return on the equity portion of its capital
invested in its 500 kV transmission lines.

Capacity Deferral

FIPUG argues that all accelerated depreciation collected
through the OBCRF must be refunded because the capacity
deferral benefits from which the accelerated depreciation
derives were not realized. The Actual Net Savings as defined
in Rule 25-17.016, (two thirds of which are recovered as
asccelerated depreciation) are overstated, FIPUG alleges,
because: (1) the construction cost estimates used by FPL for
the HMartin Units are too high; (2) the deferred units’
in-service dates (1987 and 1988) should be deferred even
further in time; (3) the Martin 700 MW Coal Units are not
present in FPL's current generation expansion plan; and (4) the
deferred units are “phantom plants® and thus don‘t exist at all.
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We are compelled to note the contradictory nature of these
arguments, particularly in light of the admission of FIPUG's
witness, Mr. Jeffrey Pollock, that “"the Project has enabled
FPeL to import firm cosl-by-wire capacity and to defer
construction of the Martin Unit Nos. 3 and 4." Nonetheless, we
will address each of these arguments below.

(1) E_z_uu_cglsg_linm_gg FPL's cost estimates for the
Martin Units are Dased on the parametere of a 1979 Bechtel
contract, updated for actusl inflation and cost of capital.
These fiqures were wused in the original oil backout

qualification proceeding precisely because they represented the
contract cost of Martin Units 3 and 4 to FPL.

In three previous o0il backout proceedings (beginning with
the April-September, 1987 period), FPL applied those <cost
estimates in calculating the actual net savings as allowed by
the 0il Backout Rule. FIPUG and Public Counsel, both parties
to the proceedings, did not contest their use. The Commission
approved the OBCRF, thereby at least tacitly approving the cost
estimates. There is no evidence in the record upon which to
base any adjustment to the estimates. We believe that the
Martin Unit 3 and 4 cost estimates are reflective of the
construction costs FPL would h:ve incurred had the units been
built during the 1981-1987 time period, and are appropriately

applied in calculating the OBCRF.
‘_m’f Had FPL not built
enabling the purchase of

equivalent capacity from the Southern Company, construction of
the Martin units would have begun in 1980 and 1982 to meet a
Martin Unit 3 in-service Gate of June, 1987 and Martin Unit ¢
in-service date of December, 1988.

FIPUG's witness, Mr. Pollock, suggests that FPL should have
revisited its decision to construct (or not consiruct) the
Martin Units and move outward in time their in-service dates.
We are wholly unpersuaded by his speculative argument.

The record shows that, absent the project and UPS
purchases: (a) from 1982 through 1988 the Martin units were the
most economic choice for FPL to meet its projected capacity
needs; (b) the units would have been needed to meet load and
reserve requirements in 1987 even in the face of lower 1load
forecasts; and (¢) it would have been uneconomic for FPL to
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defer those units rather than finish construction by the time
the load forecasts were lowered. We Dbelieve that given the
economic and technical circumstances during the 1980-1982 time
period, FPL would have begun construction of the Martin Units
absent the 0il Backout Project.

1

. Mr. Pollock correctly notes that
the Martin Unit Nos. 3 and 4, both 700 MW pulverized coal
plants, are absent from FPL's most current generation expansion
plan. However, FPL's witness, Mr. 8.8. Waters, confirmed that
the utility's determination of need for electrical power plant
pending before this Commission shows two units labelled Martin
No. 3 and 4. These units utilize combined cycle technology
(385 MW each) rather than pulverized coal. Mr. Waters
explained the reasons for that change and affirmed that both
the "o0ld*" and “"new"” Martin units were and are planned to run at
very high capacity factors.

The only effective change to Martin Units 3 and 4 which has
occurred in the current expansion plan is a technology
substitution. In light of this, we find that Mr. Pollock's
argument that the ®"old”® units’ absence from the current plan
means they were not deferred .s incorrect.

(4) “Phantom Plants®. Mr. Pollock states that “[t)he
Martin units have not been, a:i:d may never ba, built." However,
Mr. Waters explained that the ceferral of the units:

is the premise upon which capacity
deferral benefits are based; the Martin
Coal Units were not built due to the
commitment to purchase power from the
Southern Companies and FPL's ability to
move that power over the Project.

(Tr. 394-395.)

FIPUG argues that capacity deferral benefits cannot be
derived from plants which do not exist or are "illusory.® The
fact that the units were not built is the very benefit
intended. This “avoided unit®™ concept is the same rationale we
use to set firm capacity pricing for cogenerators.
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In summary, we find that the Martin Coal Units 3 and ¢ have
been deferred as a result of the project and the original
Southern Company purchases, and that FPL has appropriately
included capacity deferral benefits in the calculation of
Actual Net Savings, 2/3 of which is recovered as additional
depreciation on the 500 kV lines.

Return on Equity

Rule 25-17.016(4)(e), Florida Administrative Code, requires
the utility to use its actual cost of capital for the recovery
period of the oil backout project. FPL has interpreted "the
actusl cost of capital® with respect to the return on equity to
mean the 15.6% return on equity authorized in its last rate
case. (Docket No. 830465-EI). However, the o0il backout rule
clearly states that only the actual costs associated with a
project are subject to recovery through the OBCRF. Mr. Pollock
contends that a 15.6% ROE does not represent the actual cost
associated with the oil backout project.

We agree with FIPUG on this issue. FPL recovers all other
costs under the o0il Dbackout project based on current rates.
For example, FPL uses its current cost of debt in its oil
backout filing whenever the cost of debt changes. There is no
economic reason to recognize c.snges in the cost of debt, one
capital structure component, bu: ignore the change in the cost
of equity, another capital stru:ture component.

while cost of equity testimcny was not presented in this
docket, Mr. Pollock's wuncontrove:.l:d testimony indicates that
FPL's actual cost of common equity is lower thanm 15.6\N. Mr.
Pollock stated that he is unaware of any regulatory commission
which has authorized s 15% or higher ROE since 1987. In
addition, he stated that the median authorized ROE has ranged
from 12.8% to 13.0%, and that most awards have been in the
12.0% to 14.49% range. Finally, Mr. Pollock testified that the
current Federal Energy Regulatory Commission benchmark ROE is
12.44%.

Perhaps the most convincing evidence that FPL's actual cost
of equity is significantly lower than 15.6% is FPL's voluntary
reduction of ROF in 1988 (Order No. 18340) and 1989 (Order No.
20451). FPL was entitled to use its suthorized equity return
of 15.6% for purpose of the tax savings rule (Rule 25-14.003,
Florida Administrative Code), calculating AFUDC rates, and s
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an equity ceiling for surveillance purposes, but voluntarily
reduced this ROE to 13.6%. We very much doubt that FPL would
stipulate to an ROE of 13.6% for its non-oil backout rate base
if 13.6% were less than the company's actual cost of equity

capital.

Given current market conditions, we believe that FPL's
actual cost of equity capital is lower than 13.6%. However, in
the absence of cost of equity testimony in this docket, we note
that the 13.6% offered by this utility in the 1987, 1988 and
1989 tax savings dockets is closer to its actual cost of equity
than the 15.6% ROE authorized in Docket No. B83046S5-EI.
Therefore, we find that FPL is not justified in charging a
15.6% return on the equity portion of its capital invested in
the 500 kV transmission lines.

We find that the 13.6% ROE used for this utility in the tax
savings docket more closely approximates FPL's actual cost of
equity capital, and that excess revenues collected from April
1, 1988 through September 30, 1989 using the 15.6% ROE should
be refunded to customers, with interest. This timeframe
reflects the stipulation between FIPUG and FPL in Docket No.
890001-EI. (Attachment A to Order No. 20784):

c. FPL agrees that if any adjustment
is made to FPL's OBCRF as a result of
the proceedings .n 8 later scheduled
hearing in Docket No. 890001-EI and/or
Docket No. 89%0148-"I, as & result of
consideration of tue¢ “Issues,” any
amounts ordered to be refunded shall be
subject to refund as though the
Commission had considered and reached a
decision on the “Issues” in the hearing
held on February 22 in Docket Ro.
850001-EI...

The hearing referenced in this stipulation covered fuel
sdjustment periods beginning April 1, 1988. That is, the oil
backout cost recovery amounts for the periods beginning April
1, 1988 were never finally approved. In keeping with the
intent and spirit of this stipulation, we find that a 13.6% ROE
should be wused to <calculate the o0il Dbackout revenue
requirements beginning April 1, 1988. Beginning October 1,
1989, the OBCRF was calculated using a 13.5% ROE; therefore,
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the calculation of the revenues to be refunded should end
September 30, 1989. The amount to be refunded will be
determined at the February, 1990 hearing in Docket No.
900001-EI for inclusion in the April-September, 1990 OBCRF.

L1TC Amortizetion

Accelerated depreciation {s the driving factor for
investment tax credit (ITC) amortization. We (find that
additional ITC amortization should be refunded to FPL's
customers as 3 result of the accelerated deprecistion recovered
by FPL.

FPL amortizes its ITC's generated by the o0il backout
investments by wusing a composite amortization rate. The
composite amortization rate is developed on a company-wide
basis by dividing the book depreciation expense by the
depreciable assets that generated the ITC's. The current
amortization rate is ¢\, which implies a life of 25 years on a
composite Dbasis. If only the oil Dbackout assets were
considered, the depreciable life would have been considerably
shorter since the o0il backout assets were recovered over a
seven year period, and ratepayers paying for oil backout assets
would have received the bencfit of the amortization.

The Internal Revenue Code (IRC) and applicable Regulations
require that ITC's for s~ Option 2 wutility such as FPL's
project earn a weighted ratc of return for ratemaking purposes
and be amortized above-the-lire. The ITC amortization must be
no more rapid than ratable (over the depreciable book life).
The Regulations allow the use of a composite rate. FPL's
current approach does not violate the IRC or the Regulations.

Customers who paid for recovery of the accelerated
depreciation of the oil backout assets should receive the
benefits of the associated ITC amortization. The amortization
method used by FPL will not accomplish this goal, az admitted
by FPL's witness, Mr. Donald Babka, on cross-examination.

Thus, there is a mismatch of the ratepayers who pald for
the recovery of the oil backout assets and the ratepayers who
will receive the benefit of the ITC amortization. In addition,
the ratepayers are required to pay a return on the unamortized
balance of ITC's.
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As of August 1989, $17,780,000 of ITC's remain unamortized
due to FPL's method of ITC amortization, even though the plant
generating the ITC's (the 500 kV 1line) has Dbeen fully
recovered. This amount should have been amortized at the same
rate the oil backout assets were recovered. Therefore, the
unamcrtized balance should be returned to ratepayers as soon as
is practicable, which we find to be through the OBCRF to be
established for the April, 1990 through September, 1990 time
period. This period was chosen to account for the ITC
amortization currently included in the calculation of the OBCRF
for October 1, 1989 through March 31, 1990. If this
amortization is not considered, it is possible that too much
amortization could be passed to the ratepayers, resulting in a
normalization violation.

Mr. Babka repeatedly stated his concern that the utility's
entire unamortized ITC balance of $453 million could be placed
at risk if an amortization rate specific to the o0il packout
clause was used. He further requested that FPL be allowed to
get a letter ruling from the IRS regarding use of an
amortization rate specific to the oil backout clause. This
conservative approach would ensure that the ratepayers are not
harmed in the long run by loss of the ITC's.

We believe that our ruliang would not cause a violaticn of
normalization requirements. However, to ensure that the
ratepayers are not harmed im the 1long run Dby the remote
possibility of loss of $453 willion of ITC's, we will allow FPL
to request a2 letter ruling on this issue, with monies placed
subject to refund, with interest, while the letter ruling is
pending. The "subject to refund” provisions should begin April
1, 19%0, when the new OBCRF is put into effect. We will
require that FPL submit a draft of the ruling request to
Commission Staff and the parties to this docket within 60 days
of the date of the vote in this docket. All parties and Staff
will be allowed to participate in drafting the final version of
the request to be presented to the Commission for approval.
If the parties cannot agree upon the language to be included in
the letter ruling request, our Staff will address the
alternatives in a recommendation to the Commission, and we will
address it at an agenda conference. The parties should be
allowed to participate in all phases of the letter ruling
process, including any conferences of right. FPL shall notify
Commission Staff and the parties of any communication with the
IRS on this matter, and upon receipt of the final letter
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ruling, shall file a copy thereof in this docket.

Capacity Chacrge Collection

FIPUG argues that FPL should Dbe required to collect
capacity charges for the Southern System UPS charges through
base rate mechanisms. We disagree.

Rule 25-17.016(4)(d) Florids Administrative Code states:

Once approved by the Commission, the
costs of @8 qualified oil-backout
project shall continue to be recovered
through the 0Oil-Backout Cost Recovery
Factor until such time as they are
included in the base rates of the
utility.

Thus, FPL must continue to recover the Southern System UPS
charges through the OBCRF until such time as they are included
in base rates, which would normally be at the time of the
utility's next rate case.

Qi) Brckout Tox Savings

FIPUG questioned whether there were any oil backout Project
tax savings due to the ch»nge in the federal corporate income
tax rate. We find that there are no tax savings associated
with the o0il Dbackout pioiect. However, as previously
discussed, use of a 15.6% return on equity overstates FPL's
c?st of equity capitsl and is therefore inappropriate at this
t Ml

For 1987 and 1988, FPL was required to refund tax savings
in accordance with Rule 25-14.003, Florids Administrative
Code. In that rtule, “taxz savings® are defined as the
“difference between the tax expenses for a utility calculated
under the previously effective corporate income tax rates and
those calculated under the newly effective, reduced corporate
income tax rastes.® For oil backout purposes, the utility has
included current tax rates in its factor and has Dbeen
recovering income taxzes related to oil backout at the current
income tax rates. Therefore, tax savings related to oil
backout do not exist.
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Discontinuance of the Oil Backout Cost Recovery Factor

FIPUG further argued that Rule 25-17.016(6), Florida
Administrative Code, requires the discontinuance of the 0il
Backout Cost Recovery Fector when FPL's transmission line costs
are fully recovered. We find that it does not. While FIPUG
correctly states that the OBCRF must terminate when costs of
the project have been recovered, the line itself is only one
component of the entire project. Although the transmission
line should now be fully depreciasted, the 04l Backout Rule

requires that cost recovery continue until 1] project costs
are fully recovered or are included in rate base.

We further find that FIPUG's argument that the recovery of
oil backout project costs through an energy-based charge is
unfair and unduly discriminatory is barred by the doctrines of
res judicata and administrative finslity. we have consistently
rejected this claim in the past. The doctrine of
administrative finality mandates that we reject it once more.
As FPL pointed out in Appendizx A of its brief, entitled
*FIPUG's Siz Prior Arguments That An Energy Based 0Oil Backout
Charge is Unfair or Inequitable®, FIPUG made this same argument
in five previous dockets: Dochet No. 810241 (the adoption of
the oil backout rule); Nocket MNo. 820155-EU (FPL and Toampa
Electric Company's ©il bachout project qualification); Docket
No. 820001-EU (FPL's initial o0il Dbackout cost recovery in the
fuel docket); Docket No. 820097-EU (FPL's 1982 rate case); ind
Docket No. 830465-EI (FPL's 1984 rate case). We reject FIPUG's
attempt to raise the same arguments in this docket. We note
that, absent inclusion of the project in rate base, FIPUG's
requested relief to discontinue recovery of oil backout project
costs in an energy-based oil backout charge is inconsistent
with Rule 25-17.016 and therefore not permitted Dby Section
120.68(12)(b), Florida Statutes.

Rule 25-17.016 (4)(e), Florida Administrative Code,
requires that “"The Oil-Backout Cost Recovery Factor applicable
to a qualified oil-backout project shall be estimated every six
months in conjunction with the Fuel and Purchase Power Cost
Recovery Clause....* and that [a) true-up adjustment, with
interest., shall be made at the end of each siz-month period to
reconcile differences between estimated and actual datas.*®
Thus, FIPUG's claim that this rule does not specify how project
costs be recovered is confusing. Although the rule does not
specify that the oil backout cost recovery factor be applied on
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an energy basis, an energy-based charge is consistent with the
rule. Indeed, it is difficult to conceive of any non-energy
based recovery scheme which would be consistent with this
secticn of the rule. We believe that FIPUG's position on this
issue is inconsistent with thes rule.

Further, FIPUG may not how challenge the use of the Martin
Coal units in calculating deferred capacity savings to be used
in the celculation of Actual Net Savings since it has, in three
prior proceedings in which FIPUG was a party, failed to raise
the issue, not objected to stipulated Factors and failed to
request reconsideration. However, had FIPUG objected in any of
the three prior proceedings in which deferred capacity savings
were calculated using the deferred Martin Coal units, the rule
would have required the same result: once approved, recovery
of the project continues. Although FIPUG is not precluded from
contesting calculations derived using the Martin Unit cost
estimates in upcoming periods, we will not allow FIPUG to
contest the fact of approval. In fact, FIPUG's requested
refund of oil backout revenues would constitute illegal
retroactive ratemaking at this point, with the exception of
project expenses collected after March 1988, which are still
properly subject to Commission scrutiny.

We disagree with FIPUL's position that all oil backout
revenues may be properly refunded. FIPUG points to the Florida

Supreme Court decision in a“ HE Co. v. Florida Public
MZEF‘M. 487 So. 103 1a. 1986) as support for

£V
the position that funds col.ected through the fuel adjustment
clause may be refunded. Howevai, that case dealt with the
refund of fuel expenses imprudently incurred. The Supreme
Court upheld the Commission‘'s order of 2 $2,200,000 refund of
excessive fuel costs, pointing out that the “authorization to
collect fuel costs close to the time they are incurred should
not be used to divest the commission of the jurisdiction and
power to review the prudence of these costs.” (]ld. at 137)
Thus, the decision was predicated on the Commission’s ability
to review the prudence of the utility's fuel expenditures,
which is not analogous to the relief requested by FIPUG:
retroactive disapproval of the project for cost recovery
purposes. FIPUG has presented no evidence that FPL imprudently
incurred exzpenses. Rather, FIPUG's claims amount to an attack
on the application of the 0il Backout Rule rather than a
request for scrutiny of project expenses.

Based on the foregoing, it is
ORDERED that, except insofar as relief is granted herein,
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the Petition of the Florids Industrial Power Users Group to
Discontinue Florida Power & Light Company's O0i1 Backout Cost
Recovery Factor is denied. It is further

ORDERED by the Florida Public Service Commission that
Florida Power & Light Company recalculate its O0il Backout
revenue requirements and Oil Backout Cost Recovery Factor for
the period April 1, 1988 through September 30, 1989, using a
13.6% vreturn on equity rather than 15.6% as previously
calculated. It is further

ORDERED that Florida Power & Light Company submit testimeny
in support of its recalculated 0il Backout revenue requirements
and 0il Backout Cost Recovery Factor in connection with the
February, 1990 hearing in Docket No. 900001-EI., It is further

ORDERED that the amount to be refunded to Florida Power &
Light Company's ratepayers due to the recalculated revenue
requirements and factor will be determined at the February,
1990 hearing in Docket No. 900001-EI, and shall be included in
the utility's April - September 1990 Oil Backout Cost Recovery
Factor. It is further

ORDERED that, beginnira April 1, 1990, Florida Power &
Light Company shall place subject to refund » sum of money
equal to the revenue effact of the unamortized balance of
Investment Tax Credits ex‘sting at that daste, plus interest
from that date forward. It _s further

ORDERED that Florids Power & Light Company request a letter
ruling from the Internal Revenue Service regarding use of an
amortization <rate specific to Rule 25-17.016, Florids
Administretive Code, in accordance with the terms and
provisions of this Order. It is further

ORDERED that this docket shall remain open for further
proceedings pending Florida Power & Light Company's receipt of
the letter ruling from the Internal Revenue Service az ordered

herein.

BY ORDER of the Florida Public Service Commission,
this __S¢h  day of _DECEMBER

sion of Records and Reporting
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NOTICE OF FURTHER PROCEEDINGS OR JUDICIAL REVIEW

The Florida Public Service Commission is required by
Section 120,.59(4), Florida Statutes, to notify parties of any
administrative hearing or judicial review of Commission orders
that is available under Sections 120.57 or 120.68, Florida
Statutes, as well as the procedures and time limits that
apply. This notice should not be construed to mean all
requests for an administrative hearing or judicial review will
be granted or result in the relief sought.

Any party adversely affected by the Commission's final
action in this matter may request: 1) reconsideration of the
decision by filing » motion for reconsideration with the
Director, Division of Records and Reporting within fifteen (15)
days of the issuance of this 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 First District Court of Appesl
in the case of a water or sewer utility by filing a notice of
appeal with the Director, Division of Records and Reporting and
filing a copy of the notice of asppeal and the filing fee with
the appropriate court. This filing must 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 appeal must be in the form specified in Rule 9.900(a),
Florids Rules of Appellate Procedure.
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As part of this Commission's continuing fuel cost recovery,
oil Dbachout cost recovery, conservation cost recovery, and
putcrased gas cost recovery proceedings, o hearing was held on
Februatry 22. 1989 im this dochet and in Dochets Bos. 089%90002-EC
anad B90003-GU. The following subjects were noticed for the
hearing:

]. Determination of the Proiected Levelited Fuel Cost Recove:ry
Factors for #ll investor-owned electric wt:lities for the
period April, 19%8? through September, 1989;

2. Determinstion of the Estims od Pual Cost Recivery True-up
Amounts for all investor-orned electric wtilities for the
period October, 1988 throu-h March, 1989, which are to be
tased on actusl dats for " period October, 1948 through
November, 19880 and revisec estimates for the period
December, 1988, through March, 1989;

3. Determinstion of the Finel Puel Cost BRecovery True-up
Amounts for all investor-owned electric wtilities for the
period April, 1988 through September, 1988, which are to be
based on actual dats for that period;

4. Determination of the Projected Conservation Cost Recovery
Factors for certsin {investor-owned elactric and gas
wtilities for the period April, 1989 through September,
1989;

§. Determination of the Estimated Coaservastion True-up Amounts
for certain investor-owned electric asnd gas wtilities for
the period October, 1988 through March, 1989, which are to
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e based on actual datas for the period October. 1988
t2:ough November, 1988 and revised estirmates for the period
lezember, 1988 through March, 1989.

6. Zetermination of the Final Conservation True-up Amounts for
certain investor-cwned electric and gas wvtilities for the
sez.08 April, 1988 through September, 1988 which are to be
sased on sctual dats for that period;

7. etermination of any Projected Oil Bachout Cost Recovery
Factors for the period April, 1989 through September, 1989
fer the cost of aspproved oil backout projects to be
cecovered pursuant to the provisions of Rule 29-17.01¢,
Ficzide Administrotive Code.

8. etermination of the Estimated Oi1 Backout Cost Recovery
Ttue-up Foctors for the period October, 1988 through March,
583 for the cost of approved oil Dachkout projects to be
rezcvered pursuant to the provisions of Rule 2%-17.1%,
ficridas Administrative Cole, which are to be Sased on
wc2ual datd for the period October, 1988 thiough November,
2902 and revised estimates for the period December, 1988
=hzough March, 1989;

9. Setermination of the Final 0il Backout True-up Amounts for
ke period April, 1988 through September, 1988 which sre to
e based on actual dats for that period;

10. Secermination of Generating Performance Incentive Factor
Targets and Ranges for the period April, 1989 through
Se;ember, 1989;

11. Jetermination of Generating Performance Incentive Factor
Jevards and Penslties for the period April, 1988 through
Frember, 1988; and

12. etermination of the Purchased Gas Adjustment True-up
Amcunts for the period April, 1988 through September, 1988
e be recovered during the period April, 1989 through
Sepiember, 1989.

Bro.~durel Matters

The utilities submitted estimony and exzhibits in support
of zbeir proposed fuel sdjusi-ar® true-up asmounts, fuel cost
reccvery factors, genersting performance incentive factors, and
oil baeckout true-up amounts ond coot recovery factors. The
parties asgreed to defer seversl issves as noted herein, and
pone of the remaining issues were contested. Therefore, the
testimomy and exhibits of all witnesses set forth in Prehesring
Ordes Bo. 20784, ”rt 4-8, were {inserted inte the record
witiout objection, with the agreed esception of the testimony
and exkibits of FIPUG's witness, Jeffrey Pollock. The parties
slsr agreed to d-f.r.:nunuun of certain specified issues
until @ later scheduled hesring in Docket No. 830001-E1 and/or
Dochet Bo. 8950148-E1.

neratd v

There was nc controversy among the parties at this hesring
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as to either the appropriaste GPIF rewards or the proposed GPIF
targets/ranges for the period April, 1988 through Septembder,
1988, Stoff, OPC and the wtilities stipuloted that the
following amcunts should be the GPIF rewards for the period
April, 1988 through September, 1928:

FPL: § 1,645,996 Reward
FPC: 1,201,040 Reward

- 76.007 Reward

: 316,484 Reward
The parties 2lso stipulated to targets and ranges for the
period April, 1989 through September, 1989. A complete list of

the uvtilities' targets and ranges is set forth on Attachment A
to this order.

Having reviewed the GPIF rewards as well ss the targets and
ranges discussed sbove, we find that the Stipulations should be
approved.

011 Backout Cost Recovery Factos

Staff, OPC and the wtilities resched » Stipulation as to
the true-up amounts for the period April, 1988 through
September, 1988 the estimsted true-up amount for the period
October, 1988 through March, 1989; the true-up amounts to be
included Quring the period April through Septemder, 1989; and
the asppropriate recovery factor to be oapplied during that
period. We find, therefore, that the oil backout true-wp
amounts and cost recovery factor should be approved as set
forth on Attachment B teo this order.

Fue)l Adivstment Factors

Only two wutilities, FPL and TECO, were concerned with the
oil backout cost recovery im these proceedings. Staff, OPC and
the wtilities reached s stipulastion as to the finsl true-wp
smounts for the period April, 1988 through Sesptember, 1988; the
estimoted fuel adjustment true-wp osmounts for the period
October, 1988 through March, 1989; and the (fuel sdjustment
true-up smounts and Jevelized fuel cost recovery factors for
the perio@ April, 1989 throuch Septeamber, 1909. The true-up
amounts and sdjustment factors sre set forth on Attechment C to
this order. The parties furthar stipulated to the Revenus Tiz
Factor to be used in determinin, the sdjusted fuel adjustment
and oi]l backout cost recovery chrree to be 1.01652 for the
period April, 1989 through September, 1989. It is anticipated
that the wtility asssessment fee will imcresse froa 1712 to 1/0
of one percent gross opersting revemnues, effective January 1,
1989, which will incresse the current revenue tax factor of
1.01609 to 1.01652. The parties also stipulated the effective
dste of the nevw fuel sdjustment charge, oil backout charge, and
conservation cost recovery charge for billing purposes begin
with the specified fuel cycle and thereafter for the period
April, 1989% through BSeptembér, 1989. The parties osgreed that
billing cycles may start before April 2, 1989 :nd the last
cycle may be resd after September 306, 1989, so that esch
customer is billed for siz months regardless of whea the
sdjustment factor Dbecams effective. T™he parties alseo
stipulated that the Commission should aspprove the methodologies
for calculating as-aveilable enerqgy payments Lo cogenerators as
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revised by FPC, FPL, and TECO to reflect the findings contained
in Order No. 19%48.

T i 1] n

Occidenta)l Cherical Corporation (OCC) raised the issue as
to whethet FPC must refund to ratepayers, with interest, the
full amount of any refunds for crude o0il overcharges obtained
by FPC and, at prehearing, OCC and FPC stipuleted as follows,
without objection by Staff or OPC:

Pursusnt to ongoing proceedings before the U.S5. Department
of Energy, Florida Power Corporation (FPC) has received and
snticipates further ceceipt of funds, including » refund
amount of $1,110,629 approved im Csse Mos. RAF 272-204, P
'_}. Florids Power Corporation (Order dated November 3,
1588). These tefunds are intended to ¢ nsate ratepayers
for overcharges incutred by wtilities during the peri of
federal oil controls, which were passed on to their
ratepayers in the cost of fuel. FPC stipulates thet the
full amount of any such tefund received by FPC, plus
interest calculated from the time of receipt, will be
returned to its ratepayers through 2 credit to its fuel
costs recovered in this proceeding. FPC does not object to
teturning the refund smount and interest over a8 12-month
period, as suggested by Occidental te account for the
seasonality of electric consumption, provided such period
is found to be sppropriaste by the Commission.

We find, therefore, that the refunds for crude oil overcharges
obtained by FPC should be approved a3 stipulated.

Deferrals:

As noted in Prehesring Order Bo. 20784, the porties sgreed
to defer the following issues wuntil & future hesring in Dochet
Fo. 8%000i-BU:

Should Gulf Power be required to Cispatch
its system on the inc . ementsl price of fuel,
88 Oefined in Order Fo. 195407

Are profits from the 38le of coal under the
CABOCOL contrect emtored inte for and
committed to FPC proper'r rotained by EFC
for its shsreholders?

Under the cost-plus arrangement between
Electric Fuels Corporatiom amé FPC, are the
costs included as EPC overhead im °“cost® nd
the investment base to which EFC's return on
equity is oepplied ia the “plus® component
reasonable and properly iscluded ia the cost
of cosl charged to FPC's customers?

FIPUG raised the following issuves regatrding FPL:

Should FPL be sllowed to collect and apply
a8 sccelerated deprecistion the ‘net
savings® claimed dm its petition ond
ezhibits?
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Should FPL be allowed to retsin “net
savings® attributable to the deferred of the
now defunct 700 MW Martin coal wnits whach
were collected in prior periods?

Should FPL Dbe suthorized to continue
recovery of costs teloted teo the
transmission line ol backout project
through the 0il Backout Cost Recovery Clause?

FPL objected to the inclusion of such issues in this docket on
the grounds that they should be included In Docket No.
890148-E1, and that such inclusion would constitute an ettempt
to revise Commission rules. FIPUG filed & seperate petition in
Dochet No. B890148-E1 ssking the Commission to discontinue FPL's
oil backout charge and to refund all “net savings® attributable
to the claimed deferral of Martim 700 MW coal units. On
January 27, 1989, FIPUG also filed 8 NMotion to Consolidate
Dochkets or Hold Certsin Issues im Docket No. 89%0001-E1 (n
Abeyance pending resolution of FIPUG's petition. On February
10, 1989, at the prehearing conference in Docket No. 89%0001-E1,
rvling on the motion was deferred. The motion will be decided
by the Commission at an agends conference. The Commission’s
ruling on the Motion to Consclidate, therefore, would occur
sfter the scheduled February 22, 1989 hearing in Dochet No.
890001-E1. FIPUG and FPL, agreeing that insufficient ¢time
remained for discovery and hearing preparation on the above
issues, entered into » Stipulstion dated February 14, 1989 by
which they agreed to defer presentastion of the asbove issues in
s later scheduled hearing in Dochet Mo. 89%0001-E1 and/or Dochet
No. 89%0148-E]. FPL agreed therein that if any adjustment s
made to FPL's OBCRF at such hesring a3 » rtesvit of
consideration of the issuves, any amounts ordered refunded shall
be subject to refund #s though the Comaission hed considered
and reached a2 decision on the issues ot the February 22, 1989
hesring on Docket No. 0%0001-EI. FIPUGC and FPL specifically
provided that the stipuli ion shall not be construed as
waiver of any parties' pos tions or rights in regerd to any
issues arising from FIPUG's positions im Dochet Wo. B890001-EI
of Dochet Mo. 8%0148-E1. / copy of the stipulation s included
as Attachment D,

In consideration of the scove, it is

ORDERED that the findings set forth in the body of this
Order are hereby spproved. It is further

ORDERED that the Stipulastions set out in the body of this
Order are approved. It is further

ORDERED by the Florids Public Service Commission that the
investor-owned electric utilities subject te our jJjurisdiction
are hereby authorized to apply the fuel cost recovery factors
set forth on Attechment C during the period of April, 1989
through September, 1989, and until such factors are modified by
subsequent Order. It is further

ORDERED thast the estimated true-up amounts contained in the
sbove fuel cost recovery factors are hereby asuthorized subject
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te final .rue-up, and further subject to proof of the
reascnableness and prudence of the expenditures upon which the
amounts ere based. It is further

ORDERED that the Generating Performance Incentive Factor
rewards stated in the dody of this Order shall be applied to
the projected levelized fuel sdjustment factors for the period
of April, 1989 through September, 1989%. It is further

ORDERED that the targets and ranges for the Generating
Performance Incentive Factors set forth om Attichment A are
hereby adopted for the period of April, 1989 through September,
1989. It is furthes

ORDERED thet investor-owned eletric wtilities subject to
our jurisdiction sre hereby suthorized to apply the Oil-Backout
Cost Recovery Factors set forth on Attachment 8 during the
period April, 1989 through Septenber, 1989, and unti) such
factors are modified by subsequent Order. It is further

ORDERED that the estimated true-up smounts included in the
sbove Oil-Backout Cost Recovery Factors are heredy suthorized
subject to final true-up, and further subject to proof of the
ressonsbleness and prudence of the expenditures upon which the
amounts #re based. It is further

ORDERED that the refunds for crude oil overcharges ohtained
by Florida Power Corporation osre heredy asuthorized to be
refunded pursuant to the terms set forth in the Stipulation
included as Attachment D.

By ORDER of the Florids Public Service Commission
this 29th  day of KARCE 1989

Division of Records and Reporting

(sEAL)
BAB

The Florida Public Service Commission is required by
Section 120.59(4), Florids Statutes, to notify parties of any
sdministrative hearing or judicisl review of Commission orders
that is available wundes tions 120.%7 or 120.68, FPloride
Statutes, a3 well as the procedures and time limits that
spply. This notice should mot be construed to mean all
requests for an administretive hearing or judicial review will
be granted or result in the relief sought.

Any party adversely affected by the Commission's final
action in this matter may request: 1) reconsideration of the
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decision by (filing & motion for reconsideration vu:ith the
Director, Division of Records and Reporting within fifteen (19%)
days of the issuance of this order in the form prescribed by
Rule 25-22.060, Floridsa Administrative Code; or 2) judicial
review by the Florids Supreme Court in the case of an electric,
gas or telephone utility or the First District Court of Appeal
in the case of a water or sewer utility by filing 8 notice of
appes] with the Director, Division of Records and Reporting and
filing 2 copy of the notice of appeal and the filing fee with
the appropriate court. This filing must be completed within
thirty (30) days after the {ssuance of this order, pursuvant to
Rule 9.110, Florids Rules of Appellate Procedure. The notice
of appeal must be in the form specified In Rule 9.900(s),
Florids Rules of Appellate Procedure.
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BEFORE THE FLORIDA PUBLIC SERVICE COrmISSION

In re: Fuel ang Pyrchased Power ) DOCKET w0, B50001-E1
Cost Recovery Clavse ond Gererating

Performance Incentive Factor, Subaitted for filing;
Fedrvary 14, 1909

STIPULATIOR

The Floridas Industrial Power VUsers Group (°FIPUE") and
Florica Power & Light Company (°"FPL®) @o heredy enter fnto the
following stipulation and request thet cemsfderation of lssues
15-17 and FIPUG's position om Jsswes 11-34 (the °lssves®) be
Geferred from the February 22 hearing fa this dochet:

1. FIPUE and FPL are parties 9m Docket WNo. 890001-E1.
Tssuves 11-14 4n that deocket, ot lo\inlotoil in the Prehearing
Dréer, fdnvelve the seiting snd application of the 011 Backout
Cost Recovery Factor ("DBCRF®) by FPL for the time fremes covered
by the hearing.

2. lssves 1517, s delincated fa the Prehearing Order, set
forth Yssves rafsed by FIPUS in repard to the applicetion of the
OBCRF., FIPUE seeks a refund of cor afin sonies collected by FPL
pursuant to the OBCRF and discent avatiom of FPL's o) Dackevt
cost recovery mechanise, Further, wi b respect to Issves 11-14,
FIPUG has asserted that a1l revenves ossocieted with claims of
€eferral benefits shovld be refunded to custosers,

3. Docket No. &8%0001-E! 45 set for hearing beginning
February 22, 1989,
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4. FIPUG cvurrently has pending fin Docket Ko. B50140-E]1 o
Petition te Discortinue FPL's OBCRF. This petition has nmot yet
been set for hearing.

§. On Janwary 27, 1989, FIPUG f1led 2 motion to consplicate
the two dockets 45 they relote Lo FPL's OBCRF or, altarnatively,
to hold the OBCRF fdsswes 4a Docket No, 8%0001-E] fim abeyonce
penéing resolution of FIPUR's petition.

6. On February 10, 1989 ot the predearing conference fin
Docket Neo., 890001-E1, ‘tlﬁill‘;.ll' Bernden Gaferred ruling on
FIPUG's Motfon to Consolidete. Me sent the motien to the ful)
Comaissfon for o ruling ot the Karch 7, 1989 Agencs Conference,
Thus, the Comamissien’s ruling on the Fotion to Conmsolidate wil)
occur afier the February 22, 1989 hearing 4n Docket No. 8$95000)-
El.

7. FIPUS end FPL agree thet fdnsufficient time exfsts for
Ciscovery and hearing prepiration on the “lssves® es currently
incluced n the Fedruary 22 hearing in Docket Ko. B90001-F].

8. In order to allow sufficient time for discovery and
preparation 3o a3 te present 811 the fects to the Commission,
FIPUS ang FPL stipulate:

8. FPL shall proceed wits the presentotion of evideniz at
the Frorvary 22, 1989 hearing tu regard to fssves 11-14 @3 those
Tssves relate to the setting of the CPCTF;
©b. FIPUG agrees te defer presentation of its position on
the "Issves® until such *Issves® are decided a & doter scheduled
hearing eor ruling in Docket Ko, B8%0001-EI and/or Docket No,
850148-E1;



i
ORDLR NO, 20966 . *ACHME
DOCKET NZ, B9%0001-L2 il il
PAGE 22

€. FPL agrees that if eny sdjusiment fs mece to FPL's OBCKRF
83 8 reswlit of the proceedings fn » lYoter schedvled hearing in
Docket No. $90001-E] and/or Docket Ko, 090188-E1, 03 & resvit of
considaration of the “Jssves,” ony amowits ordered o be refunded
shall be subject to refund a5, thowph the Commission had
considered and resched o decisfon on the "Jsswes® in the hearing
held on Febrvary 22 %n Docket Wo, B90001-E]; ond

6. FIPUE oand FPL agres thet this Stipulation 4a no way
shall be construed 23 & waiver of any parties' positions or
rights 4n regord to any *Issves® arising from FIPUE's positions
in Docket No. B90001-El and/or Docket No. 890148-E1.

9. The vnCersigned are osvthorized to represent that the
Office of Public Counse) Joins 1n this Stipvlation.

;},gﬁngfgqb,?fg?g‘L=- 4%22z%;;;FQEEQEZEE;g;;g:E?
SePA A, RLHhiOiR IR esihew A, LAY IS

Lowson, Mekbhirster, Srandof? Steel, Kecior & Davis

i Reeves 310 ¥, College Avenve
$22 E. Park Avenye, Svite 200 TeVlohesseer, Flordce 32301
Tellabessee, Floricas 32301 Wars22-4192

904/222-2528



BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Fuel and Purchased Power )  DOCKET NO. 890001-E]
Cost Recovery Clause and Generating

Performance Incentive Factor, Submitted for filing:
) February 14, 1989

JOINT MOTION FOR APPROVAL OF STIPULATION

The Florida Industrial Power Users Group ("FIPUG") and
Florida Power & Light Company ("FPL®) jointly request that, for
the reasons stated in the attached Stipulation, the Stipulation
be approved and the {issues delineated 1in the Stipulation be

deferred for hearing or resolution at a later time,

fatthew M. Eéiigs agscﬁﬁ t ic;:otilin

Steel, Hector & Davis Vicki 6ordon Kaufman

310 W. College Avenue Lawson, McWhirter, Grandoff

Tallahassee, Florida 32301 § Reeves

904/222-4192 522 E. Park Avenye, Suite 200
Tallahassee, Florida 32301

Attorney for Florida Power 904/222-2525

& Light Company
Attorneys for the Florida
Industrial Power Users Group



CERTIFICATE OF SERVICE

I HEREBY CERTIFY that a true and correct copy of the Joint
Motion for Approval of Stipulation has been furnished by hand

or by U.S. Mail to the following parties of record,

delivery®

this 14th day of February, 1989,

Marsha Rule and Jeffry Wiggs*
Division of Legal Services
Florida Public Service Commission
101 €. Gaines Street

Tallahassee, FL 32399-0850

6, Edison Holland
Jeffre{ A, Stone
Beggs Lane

Post Office Box 12950
Pensacola, FL 32576

Robert S. Goldman

Messer, Vickers, Caparello,
French & Madsen

Post Office Drawer 1876

Tallahassee, FL 32302-1876

Robert R. Morrow

Sutherland, Asbill & Brennan
1275 Pennsylvania Avenue, N.W.
Washington, D.C. 20004-2404

Gail P, Fels

Assistant County Attorney
Metro-Dade Center

111 N.W. First Street

Suite 2810
Miami, FL 33128-1993

Prentice P. Pruitt

Florida Public Service
Commission

101 East Gaines Street

Tallahassee, FL 32399

Jack Shreve, Public Counsel®*

John Roger Howe

0ffice of the Public Counsel

¢/o Florida House of
Representatives

The Capitol

Tallahassee, FL 32399

Lee L. Willis

James D, Beasley

Ausley, McMullen, NcGehee,
Carothers and Proctor

Post Office Box 391

Tallahassee, FL 32302

James A. HNcGee

Florida Power Corporation
Post Office Box 14042

St. Petersburg, FL 33733

Zori 6. Ferkin

Judith A, Center

Sutherland, Asbill & Brennan
1275 Pennsylvania Avenue, NW¥

Suite 1000
Washington, 0.C. 20004-2404



Ben E. Girtman

1020 E. Lafayette Street
Suite 207

Tallahassee, FL 32301

Timer Powers
Post 0ffice Box 8
Indiantown, FL 34956

Joseph Herrmann
607 South Evers Street
Plant City, FL 33566
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Fuel and Purchased Power ) DOCKET NO. 890001-El
Cost Recovery Clause and Generating)

Performance Incentive Factor, ) Submitted for filing:
) February 14, 1989

STIPULATION

The Florida Industrial Power Users G6roup ("FIPUG®) and
Florida Power & Light Company ("FPL®) do hereby enter into the
following stipulation and request that consideration of Issues
15-17 and FIPUG's position on Issues 11-14 (the “Issuves”) bde
deferred from the February 22 hearing in this docket:

1. FIPUE and FPL are parties 1in Docket No. 890001-E1l,.
Issues 11-14 in that docket, as delineated in the Prehearing
Order, finvolve the setting and application of the 011 Backout
Cost Recovery Factor ("OBCRF®") by FPL for the time frames covered
by the hearing.

2. lssues 15-17, as delineated in the Prehearing Order, set
forth issues raised by FIPUG in r.gard to the application of the
OBCRF. FIPUG seeks & refund of -ertain monfes collected by FPL
pursuant to the OBCRF and discontirvation of FPL's o011 backout
cost recovery mechanism, Further, with respect to Issuves 11-14,
FIPUE has asserted that all revenues assocfated with claims of
deferral benefits should be refunded to customers,

3. Docket No. 890001-EI 1is set for hearing beginning
February 22, 1989.



4. FIPUE currently has pending in Docket No. 890148-E1 a
Petition to Discontinue FPL's OBCRF. This jetition has not yet
been set for hearing.

5. On January 27, 1989, FIPUG filed a motion to consolidate
the two dockets as they relate to FPL's OBCRF or, alternatively,
to hold the OBCRF issues in Docket No. 890001-EI in abeyance
pending resolution of FIPUG's petition.

6. On February 10, 1989 at the prehearing conference in
Docket No. 890001-El, Commissioner Herndon deferred ruling on
FIPUG's Motion to Consolidate. He sent the motion to the full
Commission for & ruling at the March 7, 1989 Agenda Conference.
Thus, the Commission's ruling on the Motion to Consolidate will
occur after the February 22, 1989 hearing in Docket No. 830001-
El.

7. FIPUG and FPL agree that insufficient time exists for
discovery and hearing preparation on the “Issues" as currently
included in the February 22 hearing in Docket No. 890001-EIl.

8. In order to allow sufficient time for discovery and
preparation so as to present & 1 the facts to the Commission,
FIPUG and FPL stipulate:

a. FPL shall proceed with the presentation of evidence at
the February 22, 1989 hearing in regard to issues 11-14 as those
fssues relate to the setting of the OBCRF;

b. FIPUE agrees to defer presentation of its position on
the "Issues® until such "Issues” are decided in a later scheduled
hearing or ruling 1in Docket No. 890001-El1 and/or Docket No.
890148-E1;



c. FPL agrees that if any adjustment is made to FPL's OBCRF
as a result of the proceedings in a later scheduled hearing in
Docket No. 890001-El and/or Docket No. 890143-El, #s & result of
consideration of the "lIssues,” any amounts ordered to be refunded
shall be subject to refund as though the Commission had
considered and reached 2 decision on the "Issues® in the hearing
held on February 22 in Docket No. 890001-EI; and

d. FIPUE and FPL agrgf that this Stipulation in no way
shall be construed as & waiver of any parties' positions or
rights in regard to any "Issues® arising from FIPUG's positions
in Docket No. 890001-El and/or Docket No. 890148-E1,

9. The wundersigned are authorized to represent that the

0ffice of Public Counsel joins in this Stipulation.

ggseah t. éc%ioiﬁ'in !a;;éeu E EE%E%S

Lawson, McWhirter, Grandoff Steel, Hector & Davis

& Reeves 310 W. College Avenue
522 E. Park Avenue, Suite 200 Tailahassee, Florida 32301
Tallahassee, Florida 32301 904/222-4192

904/222-2525%
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Fuel and Purchased Power
Cost Recovery Clause and Generating
Performance Incentive Factor.
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Purs.ens
Fedbruscy 10,

YNctice, 8 Prehedring Conference was ne.d :n

in Tallenassee, Oef:re C:-riss.zref Jokn T.

serndor, Frenesring Officer.

AFPEARMNCES :

JAMES A. HMCGEE, Esquire., Cffice of :re
General Counsel, Flcrids Power Corporaticn,
;5132‘ Box 14042, St. PFesersburg, Flor:da

On behalf of Florjds Power Corporstion.

MATTHEW CMILDS, Esquire, Steel, Hector ard
Davis, 310 W. College Ave., Tallahassee.
Florida 32301-1406

ROBERT §. ootannu. Esguire. Messer. Vicxers.
Caparello. French & Madsen, P. A.. P. C. Becx
1076, Toilatassee, Florids 3230.

e 'ln

JEFFREY A. STONE, Esguire, %e35s & Lane.
P. O. Bex 1295%0. Pensacola, Fiorida
32%76-25%0
s=pany.

JAMES D. BEASLEY, Esquire, Ausley. McMullen
McGehee. Carothers & Practar. P. O. Box 135:
Tallshassee. Florida 32302

5y H Lacpany.

VICKI GORDON KAUFMAN, Esquire. Lawsen,
McWhirter, Grandoff & Reeves,. $22 Park
Avenue, Suite 200, Tallahassee, Florides 32301

A

ZORI G. FE MIN. Esquire, Sutherland., Aspill
& Brennan, 1’75 Pennsylvania Avenue, N. W.,
Washington, D. C. 20004-2404

I3

ROBERT R. HORROMW, Esquire. Sutherland.
Asbill & Brennsmn., 1275 Pennsylvanis Avenue,
N. W:, wWashington, D. C., 20004

'
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JOHK RCGER HOWE, Esquire., Cifice of the
Pi2.ic  Ciunsel, c/0 Foseids Wouse of
Rez:esentat:ves, The Cajiz:zi. Ta.lanassee.
F.oride 32301
Can =ob
f.azide.
MARSHA E. RULE. Esgquire. Flz:s:d» LR
Service Cemmiss.cr. 10. Eases Ga.nes Stree-.
Tallahassee. Flo::2p. 22395-086€3
. .'--‘q &a‘-A » l.
Preniice Pruiz:. Cffi1ce 2: Zeneryl C-unse..
Fiorida Putiic Service C:-r:ss:on, iCl Eas:
Gaires Street. Ta..an2ss0¢. Fleraéa.
32159-0861
i srrisRicre:l
EREMEARING ORDER
T

As part cf the continuing fuel €28t rfec:vecy pIoceed.nss.
3 hear:ng 135 set (for Fe>lruary 22-24 in th:s co>ceet and ar
Dickezs Nz, 872002-EG anc E200C3-GL. Tre {fo.iowing Ss.C)ec:s
were rot:ced fir hearing 1 s.ch dockets:

1. Dezerminaticn ¢i <he Proposed Levelized
Foel Adjusi-ent faczors for il
investcr-cwne? utilities for the period
Apsil, 1985 trrougn Seztetoer., 1ib3:

2. Determinpzicn ot the Estimated Fuel
Adrustrent  True-Up  ATOunts {or sl
invesicr-cwrel e.eciric utilities {2r
the period Octzper. 1%88 through Ma:ch,
198%. wnich are =2 be based on actuali
data for the period October. 1388
through NoveTber, 1988. end revisec
estimates for the period Decewde:, .388
through March, 198::

J. Determination o the Final Fuel
Adjustment True-'®s Amounts for all
investor-owned electric wtilities for
the period April 19¢)d through September,
1988, which are to ™ brsed on actual
date for that period;

4. Determination of the Projected
Conservation Cost Recovery Feciors for
certain invester-owned electric and gas
utilities for the pericd April. 1989
through September, 1989;



ORDER NO.

20784

DOCKET NO. 890001-El

PAGE )

10.

11.

12.

Deter=:n3%:2n of the Eszi-a-ed
Cormservat.on Jrue=-Up A~ounzs [3r cer=ain
investor-ownesd electric ar? 308

v2.l:21e8 for the perisd Octccer. .iréé
srocuet Mazch., 1509, wrich are 2 e
tasez on actual dats f:r the
Oc-:czer. 4388 through |VNcveroe:.
3% revised =>st:iTates f°: tre
Decercer. 1988 thidugn Marcr, 2%i5:

Decermination of the F:na. Conservas:on
True-lp Amounts {21 lertan
investor-owned e.ect1icC sne LY}
utilities for the period April. 1988
through September, 1988, which are to be
based on actudl data £o5r that paricd:

Determination of any Projected 0il
gacwout Cost Recovery Factors fcr she
gericd April. 1985 through Septe-ser,
1927, f>or the «cost of aepproved cil
backout projects te be recovered
Fursuant to the provisions o¢f Rule
2%=17.16, Florids Adrinistrative Code:

Desermination <¢f the Estimated O©O1l
Bacwcut Cos: Reccvery True-Up Fac:iors
for the pericd October. 1988 cth:oougn
“azch, 1?85, Z:: tne cos:ts of aprrovecd
©i1l Dackout Fprotects to be recovered
FussuInt 1 4-] tme provisions cf Rule
2%-17.16, Florida Administrative Code.
whiCh are =z Ce bated on actual daty for
the peri12d October., 1988 th:ough
Noveroer., l15232. ang revised estiTaces
for the fperid>d December. 1988 th:iough
Mazzh. 1988:

Determ:nazion of the Finsl 01l Ctack:zut
True-up Amounts for the period Aprail.
1988 through Septe~ter, 19B8. wh:ckh are
to be based on actual datas for that
period;

Determination of Geresratirng Perfor-ance
Incentive Factor Ta'jets and Ranges for
the period Apr.’ 1989 through
September, 198%;

Determination of Geners. . n, Perfor-arce
Incentive Fsctor Rewasrds and Peralties
for cthe period April, 1%88 through
Seprtember., 1988. and

Determination of the Purchased Gas
Adjustment True-Up Amcurnts for the
period April, 1988 through September,
1988. to be recovered during the period
April, 1989 through September, 1989.
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Use of Pref:1]

Al. test.-cory which nas been pre/..ed ir 7.3 Case =... >e
inserted 1ntc the rec::d a3 thcugh resd alze: "¢ ..:7ess "
taken the stand anc sffi:-e2 the ccrreciress :! re cesiivcry
an¢ €X"1D1%3., Un,es3 tnere 1S 0 SUSTMINEC.e cCt-ecticn. boi
TETLITCNY  TETA.NS  $JSTECt O APPIOPriaTe CIceCI.LInS. Lazn
4i7NESS Will. have The MNpporilunity te Ofd..y s."-arize h.3
testi~Cry 4% “he tiTe ne Of she taxes tne s:and

2se of D

1f ary party desires to use any porzion of a deposition or
an interrcjatcry., at the time the party seexs to introduce tha:
depnsit:dr =r 8 porzion thereof, the rejuest will be suZjec: °:
proper ot-ecticns and the appropriste ev.zentiary rules ...
govern. The parties will be free to wutilize any exnit.-s
recueszeZ #: tne time of the Jeposit.:ns SsJDject 0 he $i-%
corditicns.

The w“.'ress schedule s set forta Selcw 1% crler !
appearince =y the withess’'s na~e. sut'ect ~a-ter. and ‘tre
.ssJes wm:Cch will be covered by Ris I ner testiTcny.

The patties Kave 3T .Fuisted that test.mory ! w.tnesses -
the .18% De.Cw wWR2se naTes are preceeded Dy an aster:.sa snp,l
te :nserces 1n%c the reccIC Mt reariny ag  Th:tu3jn rea:
crcss-exs~:natisn sna.. be waived. and that wi:iness sna.. be
exc.se2 fr1:= atterdance at the nesring.

witness sect #
(Direcs)
1. Karl A. wieland Fue) Adjustment, true-up
(FPC) and projections
*2. David T. Buell GPIT. revard/penalty and
(FPC) targers/ranges
3. D.L. Babka Leve ized fuel cost recovery
(FPL) fina. true-up Apral 1988 througr

Septemer 1988: levelized o1l-backout
cost recovery true-up, April 1588
through Sopt. 1988; levelized fue!
recovery factor April 1989 through Sept.
1989; levelized oil-backout cost recovery
factor., April 1989 through Sep:. 1989

4. W.H. Smith Levelized oi1l-Dackout cost recovery
(FPL) true-up. April 1988 through Sept.
1988: levelized o1l-backout cost
recovery factor April 1989 through
Sept. 19588
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;’-, ek 1 -4
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Service Cemmiss.cr, 10, Eas: G;.nts s

Tallahassee, Flc::2a, 22395-08¢3
iae Sepfd
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Prenz.ce Pruits. Cffice 7: Cenery!
Fiorida Puciic Service C:--.s8s:.°5n.
Gaires Stree:. Ta..e% 13500,
12299-0861

ouUnse; * he Co~mi bt 4

P N

Crurnse. .
WGl Eaex
Fleraéa.

tg pars cf the contir..ny fuel Co8t recsvery piocexd.nss.

s hedr:ng

Dtckets NI,

“ere rotige

d's

L)

13 set for FeZruary 22-24 3in thi:s cocwes
4 fzr hesring 17 s.ch dochets:

Dezerminsticn ¢ =he Proposed Level.zed
Foei AdyusiTer: Facz21s [£-11 [ PO
investcr-cones Lzi1lities for e per:od
Aprili, LSB3F trrcujn Sepesder. 13d5;

Determind=icn ¢f the Estirated Fuel
Adiustrent True-"g ATOunts for 2.!
investcr-cwWre: e@.ec=:C utilities for
the pericd Oct:cder. 1588 through Ma:ch.
1989, wn:ch ate > be based on act.ai
data for the period Octrober. 1388
through NoveTber, 1588, and re/.ses
estimates for the period Decemse:. .38E
through March, 1989;

Determination of Lhe Final Fue.
Adjustment True-Up Amounts for all
investor-owned elect: © wutilities (for
the period April 1988 through Seprevber.
1988, which are to be based on actuai
datas for that period:

Determination of the Projected
Conservation Cost Recovery Fac:ors for
certsin investor-owned electric and gas
utilities for the period April, 1989
through September, 1989:

and ar

832002-EG anc é200C5-GL. Tre f{o.iowing s.Cec:s
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10.

11.

12.

Deer-:na%ion of the Es-1-a-ec
Comservdnion True-Up A~ounts [ar celtain
invessor-swned electric ard s

v=.1:%1es8 for the perisd Oc=zczer. .iéé
srzaL3n Mazch. 1589, wrnicn are =

sase2 On @#ctual data f:r zhe je:
Occzer, 4388 through Ncve-ce:. :

and revisel ostiTates f:: sre g2

Deceroer. 1988 througn Marcr, 16:i3:

Decermination of the F.na. Conservaz:on
True-Jp Amounts 4 4 TeItain
investor-owned e.ec%ric e EEY

utilities for the period April. 1988
through September, 1988, which are to be
based on actuasl dats for that paricd:

Decermination of any Projected 0il
Bacrout Cost Recocvery Factors fc: =he
geracd April. 1985 through Sep-e-ser.
19287. f>r the ccst of approvesd cil
backout prozects te be reccvered
pursuant to the provisions c¢f Rule
2%-17.16, Florida Adriristrative Code:

Determination o¢f the Estimated O3
Bacrout Ccs: Recovery True-Up Fac:iors
for the pericd October, 1988 =h:-ough
Mazch., L1#B%, £:: tne cos:s of aprroved
01l Dackout prciects to be recovered
gursuant > the provisions cf Rule
25%-17.16, Florids Administrative Code,
which are =2 Cte Cated on actual dazs for
the periad Octcber., 1988 th:ough
Noveroer. 1538, ang revised estiTaces
for the peridd December., 1988 th:ough
Ma:zzn. 1988

Determ:nation of the Final 01l crtack:zut
True-up Amounts for the pericd April.
1988 through Septe=ter, 1988, wh:ch are
to be based on actual dats for that
period;

Deterr instion of Ceneratirg Perfor~ance
Incen ive Factor Targets and Ranges for
the period Apral, 198% through
Sepi mber, 198%;

Deter: ination of Genersting Perforrarce
Incentive Factor Rewards and Peralties
for the eriod April, 1588 through
Septenber., 1988; and

Determination of the Purchased Gas
Adjustment True-Up Amounts for the
period April, 1988 through Septerber,
1588, to be recovered during the period
April, 1989 through September, 1989.
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Use of HE b e

Al. test.~orny which nas been pref..ed in this Case wi.i. Se
irnserted 1nt> the réc>:d 88 though redd 8l%e? the <.3ness nas
tanen *he stand and sffizmed the correcirness ! cre iesiivorny
and ex71D1%Ss, unless tnere 1% 8 SuUSTMInRac.e :cs-ectich. L
eRETLITCANY TETALNS SUSTECt O approprisze oicectiins. Eacn
Jitness Wil heve the Opporiunity to ord..y s.rrarize his
test17Cry &t the tiTe ne Or she takes tne s:ard

'se of Cepcsition

1f any party desires to use any portion of s deposition or
an interrcgatory., at the time the perty seens to introduce tha:
deposit:on =7 8 porzion thereof, the rejuest will be sudject ::
proper ob-eczicns and the Mppropriste eviZentiary rules w:i..
govern. The parties will be free to utilize any exnit::s
recuestes 2% tne time of the Jepositiins sudject %o the sa~¢
sarditicns.

Jrcer of Wotresses

The w.:ress schedule 15 set fortn Ddeicw 1n crlder f
apfearance Sy the witness's name. sublect =catter. and tre
ssues wnich will be covered By Ris Sr her testiTcay.

The partties have st fuidted that zestiTory i witoesses I
tne 118t DelCw wnosSe naTes are preceeded DY an aster:si snail
te irserces 1r%e the greccrC Bt rearinyg ag thiuQn real.
Ccress-ex5~:ina%15n snall be wa:ved, and that witness snall be
exc.se2 fr:= asterdance at the nearing.

witness “gst ¢
(Diregs)
1. Karl A. wieland fuel Adjustment, true-up
{FPC) and projections
*2. Davié T. Buell GPIF, re- rd/penalty and
{FPC) targets/rages
3. D.L. Babka Levelize’ fuel cost recovery
(FPL) final LTugeup April 1988 througr

September 1988: levelized o1l-backout
cost recovety true-up, April 15818
through Sep' . 1988 levelized fuel
recovery factor April 1989 through Sept.
198%; levelized oil-backout cost recovery
fasctor, April 1989 through Sep:. 1989

4. W.H. Smath Levelized oil-backout cost recovery
(FPL) true-up. April 1988 through Sept.
1988: levelized cil-backout cost
recovery factor April 1989 through
Sept. 1588
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Witness
(Direct)
*¢. R.M. Ssrcrez
‘FPL)

. R. 5..n
(FPL)

7. G.L. Wniting
(FPL)

8. A.M, Gresly
(FPL)

*9, Jack Brown
(FPUC)

*.0.0.L. Hasea:rs
(Guif)

1l . M. L.Giichrist
(Gu.f)
=12.5.D. Fenssine
(Gulf)

*13.G.A. Kese.cwsky
(TECO)

*14.J.E. Muiler
(TECO)

*15.R.F. Torczak
(TECO)

*16.A.D. Remmers
(TECO)

17. Jeffry Pollock
(FIPUG)

Supec: Maties

GPIF., April L%#d througn
Septe~zar i308 and Apr:il .38% :hrough
sepi. 383

~eve.ized fuel rec:very {agser
April 1989 thrcugh Sep:. .589

Leve.ized fuel ioc:v'rv {3c%0¢
April 1989 cthrcugrn Sep:. .FdY

Levelized fuel recovery {actor
April 1989 through Sep:. .98

Purchasad power Cost recc7/ery:
true-up (Marianna ard Fe:zardina
Besch). Assuming rc ctiestion,

the utility preposes t: .nse:: =his
testimony into the recsre as :f resd.

Fue! Adijusiment True-Up ard
Prosected Fac:iars

Fue: Adjusi~ent True-Up ard
Projeczed Factors

CPIF Awards and Targets
an2 Ranges

GFiF re=ard/penalty and azgez/
range

Fue. adjustment true-up and
pryjections

©i1] bachout cost recovery

0il backout cost recovery

FIPUG's Pet tion to requare FPL to
Giscontinue its 011 backout cost
fecovery ¢ \arge

EXHIRIT LIST

The parties have stipulated that the exhibits on the list
below which are preceeded by an asterisk shall be admitted and
inserted into the record without objection.
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Variarzce Fni.ys:.s
Sches..es AL Lnzsu3n AL

Foaqgi..aﬁ!
CIeCAs: ASSuTPLICNS

(Parzs A-C thrsugk E2).
Schedules E11, H! ang
COG. April through

Sept. 1989
'] 104
tancar srm srlr
- -5 R
terzar2 3 pry 2 3

PAGE 6
Exhibit Nuwte:  Wiiness
HAS N ]
191 Wieland
102 Wieland
*103 Bueil
Screiuies
*1(4 Bue.l
Scheiules
201 Bacas
202 Batad,
03 1ivSe.
Batka.
204 tive.
EBaces.
20% Sarcrez
H A SCN
*301 Brown
*302 Brown

$=ith
Wr.ising
Grealy

Wr:ting
Grealy

A Screzules

OB Schel..es

Apperziz A, A Schelu es.
Oct. '88 - Nov. ‘08

Appendixz B, E Schedu.es.
April-Sept. .98%

Docu=ent

Schedules £l, LY
attachment.

E1D.E2,.E4 . E2, Rev.se?
E10.E11.M] and N
alsc, Ca.cuisticen -,
True-Up Surcha:je
(Exkibat "A") (Mariarry)

Schedules El. and F..
Revised Schedules
L)1, EID.E2.ES EBA, Ei0
snd Ml: also Calculas-
tion of True-up
Surctarge (Exhibit "A")
(Fernandina Besch)
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*401

402

*403

405

*501

*502

503

*504

.

z Witness

Haskins

Haskin

Gilchrist

Gilchrist

Farta:ne

Keselowshky

Keselowsky

Mulder

Mulder

-

‘Daniel

248C0155:20

* snp Y .

Cricainticn of True-lp
Apti.=Sept. 1988 (JLH-.)

2 L

Scred. e ~a TNIUGH
his $21r June. ...
AJgust, Sept.., cCec:. b :
Hov, 1908 - S.ppor:
Schedules for Fuel
Agjustrent (JLN-2)

List of Cosl
Sept.

Suppliers
i988

sTperison of Preilected
and  Actual Fuel Ccs:
Seps. 900 -  Sept.
1989 Co~parison ot
aczusl 1988 Feaz: 2y
sntrace and P.an:
C2ai Purcrases
ts “bougks: out”
CSriIacT prices (Mli-l)

GP1F
Proposed
Support
Rewards
Tergess
{(GDF=-2)

Resuits and
Targets -
Scre2.les {:onm
(GDF-1) snd
andg Ranges

‘.

(GAKL)

True-up Exhibit
filed

te testirony
11-28-88

ExriBat
testiacny

Projection
(GAK2) to
filed 1-9-89

Costs for
April-Sept.
Exhibit (JEM1l) to
testinmeny filed 11-28-88

True-Up Fuel

Projection Schedules
Hel, E-l-E-11. A-2 and
Revised Taraff Sheets:
Exhibit (JEM2) to

testimony filed 1-9-89
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$23f2 237881 W.th n@ i PRCUUS Th.CLad%iin Ziiviled =v
| cr:tu FiA@! 3 Li3nt f:'=lﬁ? At3 Tampe L.eenr.2 Itmaerv f::
palling d.7in5 *he AZili - Sazterrer, .38: periis.

eatl . Afsustrers J.i.se :1.:-a;|'..:r.a
provided =y L] gozation, F.orish Fiwer & Lizs
Company. FisziZs 7is. ies C"‘I’V (Fernaniina lcncr:.
Gulf PIwer Cogany ard TArEd Loestric oirpany for billing

during the AFTL. Sez-emcer, l3&) p‘::a . 82321 ais0 ezree:
with the revised caiculations of Fiorids Public Utiiiz.es
Comgany (Mazianna) for the Anril - Septe~ber, 11787 2iiiing
period.

Staff's positions are further showr in Attach-ent A,

FFO's f.e. c28%t tec: xo'y £88%¢c8 220 e cTeridod Apri. -
Septerzer .r%3 have Ceer riperly ca.c..ptel cased ugp.r
reas-raz.e f.e. cast it::oc:::nl an3d sr.e-.p; a-sunts. e
add:.zion., FPC has caleuisted 138 GPIF redds : thne per.s:

April - Septe~ze: 138 and its GPIF targezs sri :anjes f¢r tne
period April - Serterber 1983 ir  acciriamce witnr  tre
—eth:daissy 2732 ;::ca.’.:ﬂ essabl.shed v re C:--:33::n. F§
therefcre sJzmiss that: 128 fuel cost fec:zcrs. wnicn inCliude s
GFIF rew2r3, 8n2 1%8 SFIT thprgets and ranses snT..2 2¢ Mpprives
for applicaticn on CvI.e "*3.1.11.: during %ne ~:inths of April
through Septé~ze@r. i¥iF.

The propcsed Fuel C:s: Recovery #n2 O.l. Bacaiu: Tr.e-Jp
smounts Bnd fpctirs Bre ress:natle s snculid te aprcives. Tre
Generating Perfzr=ance incentive Facsor and priposes
availatilizy anZ hesr rste t"k77e%8 aTe resscrab.e an? snhcull
be approved.

Floride Pyslic Ut;lity Cirpeny ("PUC):

1) The Cormissior shoul” approve =tne wutiliy's end of
period total! ne: true-uf amcu =s for the pericd April 1, 1988
through Sepzermper 30, 1588 cof 75145,1€3 underrecovery for the
Marianna Divisicn and $.54.18] o errecovery for the Fernandina
Beach Divisien. (Brown)

2) The Cormission should approve the utility's estimeted
fuel sdjusimen: true-up smounts for the per:zd Oc:zter 1, 1988
through March 31, 1989 of $564,71% unde:rreccvery for the
Mariarnns Divisicn snd $:17,535 overtecovery for the Fernand:na
Beach Division, based upon two months ac=ual asnd four Tonths
est:mated data. (Brown)
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J) Tre Covmiss:dn should approve the ut:..°y's .eve..ze?
‘uel adiusi-ent faztors of 2.405 cents ger 4.0 (zel::e
sdjust ent for line l:sses) fcr the Mariamng D.v.s.:n b
cents per kwh fir tre Fersancind Beach Divigiin, %1 ze appiied
to cusiimer il Zuriny thte perisd April 1. LiE- trriLz-
Sepze-cér 2. 1%87. (Browen)

gilf Powe: ccTrery (Goi2)°

Tne preptsed Fuel facicts present che Des: es:imate cf
Gu.f's Fue. expense I:r =ne periof Mazcn 198% =n:zujr Septe-ter
L38%. IRCIJLEIR) tne trueeup CAICUIATIIREZ ard cine: 3diusitencts
sl.owed DY *ne Com=issi10Rn.

rps Clect = H

TR ieciric Company sobmits  thet it rss  pricer.y
caleculated its true-up arounts and projec:ed cosc recovery
faczzrs f:r fuei sd:ust-ent and o1l bDactazur c5r: re- very. -
BCA:Ti3R, tne CITFAnY has preperly determined e F.T rews:d
ts wr.Th it 38 entities, a8 weil as the TPIF sarsess anF rances
for the fcrahce=i:ng perind (Aprii-Sepzecser [d35). Trese

roposils sn0..3 te appreoved as submitted,

flar

Becsuse the z:ransmission line fprites: waich comprioses
FPL's o011 Dbackdu: prcrect has Nt achieveZ che eConc-ic
4:splaceven: of c¢:il whicn led z=he Ficrids Puciic Serv:ice
Cc-=183.9n (“Commissicn®) %o g.d.:ify 1t under tre O1l BackoL:
Ru.e. > allow FPL to reccver :re fe=~p.":.n9 c:-s:s of tre
irvestTent through the specis! enerjy cnarze would be
Jmresscrac.e.  especidily t>  nmigh .zad fasiir custImess.
F.r-=er. FF. shculd te requizred %2 rei.rd cerza:m 1. backse:
reve-.es c:.lected s:nce Octccer. (32", Deciuse :ht “deferra.
pere:.:8" o7 whLiCh Ie-ovesy was Das@Z are nornexistent.

FIPJG has fi:.e¢ @8 M:>tion to Cors:l:icate Dccee s or Hc.3
Ce:za:n lssues in Dccre: B850001-E! in ADeyance. res.esting an
order carsslidating this docket with Docket N3, br0)148-E1. 1=
the alte:nscive. FIPJC rejuested the m=is8i0n t: Ac.d :n
abeyance any cecisicn on issues herein percaininy to FPL's O:.
Bacwcu: Cos: Recovery Factcr pending dispcsition of 138
petiz:on in Doccket No. 85%0148-71. Theresfter, FPL nd FIP.G
reacred & stipulstion, attachec heretd as Attach-en: D, wnich
defers considerstion of Ilssue 16-18, herein. FIPUG has not
waived 1ts positions cn lIssues '-35,

Occidents) Chemical Corperasise (¢3€):

The Cormission should decisre that FPC's fuel costs
incurred beginning October 1987 will be adjusted pursuant to
the market pricing standerd for FPC's affiliste transactiors
which will be adopted in Docket No. 860001-E1-G. This wii!l
ensure that FPC is allowed to recover, and that ratepsyers wiil
pay. enly just and reasonable fuel <c¢3sts incurred 1n
transactions with sffilistes.
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Profits derived by FPC's fuel proc.re=er: aif..ia*
Eleczric Fuels Corporation (EFC)., fre= =re 30.¢ = -

purchased from CARBOCCL should be passes cthrzush f
sate;ayers in the f.el aed:iustment clause. Tais €t -
contzacted fcor by EFC for the Zenefit of FPC raze;avers. -
w018 SIai NIt teen $7.2 9% B prafiz, it wiu.d have CLees Zoacs
ty> FPC ratepeyers. Profits Jerived ety EFC =y puttiag f
ratepayers 3 risk rightfully Se.ons %0 PPC Tite;svers.

Tre U.5. Depart~ent of Enerqgy, Office -: =eir.ngs ==
Apresls (OHA) by crier 1ss.e2 Nevermber 3, 338 aszr:ved F7!
claim fecr & refund {or crude 2:. OVEIClAT3Cs .7 "¢ ATI.nt o
$1,110,629. By the “e1ms of zhe OMA order, he fu.. #"2urns o
the refund, without deduction for any experse. "ust De
distributed to ratepryers. This refund (as well as eny future
refund amounts trat ~ay be oapproved) plus interes:. 13%uid De
recurned to FPC ratepdyers tarough & resuctizrn ir FEZ's <uel
sdjustment clsuse. The refurnd amcunt and interest shouid Dbde
returred %O ratepaye:rs over 8 .2 *Snth per.:2 s scoiurnt {L:
the sess=na.ity of elecsiric cocnsumption.

If the conservation COSt recovery charge :s e.i1-:nyted f::
interrupsibie cusismess of Tavgs Eoectrac Corpccraczion (TECO)Y.
then tne Commissicn should €.17ind%t@ tNIS reciv ery cC arge 1tcr-
FPC's interruptible cus:ismers »% the S07¢ =ive.

This parcy f{i1leé n: prehesring statemen:.

Fecezn: Execitive Agen A

This perzy filed nc gprenhesring state~e~: and 3.3 r:c
perticipate in the Prehearang Conference i1n this docke:.

Ci m b

This party filed no prehe ring statement and d.d nc:
pasrticipate in the Prehearing Conf:rence 1n this Docke”.

Office of Public Counsel (OPC):

This perty's piehearing stastezent contained no statement
of basic position.

STATEMENT OF 1SSUES AND POSITIONS

Stipulated issues are indicated by en asterisk preceeding
the issue number. )
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1 ISSVE: What are cthe appropridte final fuel adjust-er:
trJe-u;  amoenis  for  cne period  Apri.. lied trnrzugn
Septe~cer. .338?
a=.rT.
FFC: Agzee with usiicv 814.7.%1.°%. .ver.escerv
Fri: AJTee with utility: $41,05%.344 3 TR
FPUC: Azree with uziiity (Maraanmra': ¢.4%,.93
urderreccve:y.
Agree with utilizy (Ferrnanc:na kescr):
$.5+.183 overrecovery.
GULF: Agree with utilicy: $1,920.41] cverrecsvery.
TECO: Agree with utility: $2,289,787 underreccvery.
FPL: Uverrecovery: $41,135%.344.
FPg: Lrerrecovery: $.6,323,706.
£P0C: Unferrecovery $.45.143 (“srianne).
Crerreccvery $.54..83 (Fernarid:na Bescr).
G.LFf: Cve:rrecovery $..929.431.
TECQ: Underrecovery $2,369.,783.
FIPUG: MNc gosition 8t this time.
OCC: N2 posizion at this tame.
OPC: FPC: No positicn et this time.
F&Ll: Ajree with Company.
FPUC: Agree with Company.
GULT: Ajree wiih Company.
TECO: Agree w.tn Company.
2. S5 Wrat sre <re estimated fue! #c_.s Ten: tr.e-.t
amzunts fcr the per:cd Oc:aber, 1988 throusn Ma:ich, 1§83°
epff-.
FPC: Agree with utility: $12.511.9%5 overreccrery.
FPL: Agree with wti. %y! 814,492,157 overreccvery.
FPUC: Agree with utii ty (Macienne): $%64,7.:6
underrecsvery.
Agree wath uti . ity (Fernandina Beach):
$617,53% overre Svery.
GULF: Agree with wtili y: $3,234,303 overrecovery.
TECO: Agree with vtility: $23.95) overrecovery.

FPL: Overrecovery 814,452,159,

actual

[PUC:

Overrecovery $12,511.9%4¢, bassed upon two months
and four months revised estimazes.
Undercecovery $564.716.
(Marzanns)
Overrecovery $617.535.
(Fernandins

Beach)
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GULF: Overrecovery $3,214,30).
TECO: Overrecovery $21.9%5.
FiPUG: No position at this time.

CC: Ne PCsitiILh BT tnlS iR,

gps: A
FPC: N> pCBitiIIn AT LIRS TiTe.
rr.: Agree w.zh Corpany.
FPUC: Agrzee wi=h Corgary .
SULF: Agiee <i3n Cassany.
TECO: Agree with Comgany.
iSSVE: wrat are tne =ctal fuel sdjustment tILe-up #”lunts

to oe csllected during the period Apri.., L3383 thrcunn
Serte~cer, (9337

. § .
TPC: Agree with utilicy: B28.82%,440 cverrecovery.
FRL: Agree witn uti.ity: $55.587.%0) crerreczieiy.
FPUC: Agree with utility (Mazisnna): $725,87%
urderrecovery.
Agsee with utility (Fernandina Beach):
$811.718 cverzeccvery.
GJLF: Agree with utility: $5%5,1%4.73¢ overrecovery.
TECO: Agree with utiiity: $2,36%,53F underreccvery.

IPL: Ove:srecsvery $%5.527,%0).
EPC: Overzecovery $.8.82%.4%0.
EPLC: Ajree wizh S$tafl.

P % Overrecovery 2L1%85.734.
TECO: Underrecovery $2.35%.458.

F:2JG: No position &t this tire.
OCC: Nc position at this time.

QPC: FPC: No position at this tice.
P Agree with Company.
FPUC: Agree with Company.
GULF: Agiee with Company.
TECO: Agree with Company.

What are the appropriste levelized (uel cost
recovery factors fo2r the period April through September.
19892

irc: Agree with utility: 2.066 cents per kwh.
FPL: Agree with utility: 1.778 cents per kwh.
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FPUC: Agree with utility (Maz:amra): &.32% cer:s
Fer kwh.
AjTee with utility (Fernanding Seasr):
s.5) cents pe: wmwn.
SULF: AFree wath wrtiiity: 2.074 cenis pe: <.-.
TEID: Ajres with vutilacty: 2.%%5 cenzs pe:r -in.
FPa: -7 cents/¥al .3 0@ !eelizes T4 erv snatse
riie=cime Siffe:etiacec 0@ MnC  ..B!B centysvie
.70 CemtsiRiE ate she lized fuel r:i:iive:y chsrges
a1 tre In-peds and Off-;ern pericds., resFective.v.
ene Gi:fezencinces zazes.

FPC: 2.0%% certs per «wn {:r stancard rate scnec.ies. and
2.¢8. cenis per awn On-Fask and 1.784 cents Fe! 4wn
Off-Pesk for t:="e¢ f wuse :3:e scredules., .. cefice
pijustmen: fcr lire lesses.

1 Zemessste tE csregERrd. ans
APt 0.7V onepedk arc dl.3N
I .ane CcsseL:  (See Atcacimen: 2-.)

F.oal fce. €. face
cit-pesk iactors

“
sddszobn. B2 gy !

(.237 & 2,63, ¢ .38.3 % ..7T8<) 3 1.C22¢ o ..3%¢ C/XH

FP.C: 2.32% cernts ger wwn £2 tne Mpziannp Divisiin, ar:z
i.641 cenzs jper kwn (2r :ne Fernarn2:np Besct Divis:icn
(zefzze sz ustment {27 li%e .Z33e8).

5:LF: c.27» cenz3 Fer K«¥ cSefcre appliceticr of the
facetsrs which »2 .8 (22 varistio2ns in line 1-sses.

TECO: 2.5%3 centz per K4h pefisre app.iCliLin I re
£acsors <220 827u8% 97 YBILNLLONS AN l.0@ LiStes.

FIELQS: NI prsacion st thus cafe.
OCC: Nt 72s1t10n a% this time.

QkC: FPC: No position 8t this tive.
Fr.: Agree with Company.
FPUC: Agree with Company.
GULF: Agree with Company.
TECO: Agree with Company.

;11!2;5%;2__1152[; What is the appripriste Revenue Tax
Factor for use in determining the sdjusted fuel a3just-ent
end 0311 backout cost recovery charge?

1t is anticipated that the utility asssessment fee will
increase fror 1712 to 1/8 of 1% gross opersting revenue
effectave January 1, 198%. This will increase the revenue
tax factor fror 1.01609 to 1.01652 for the period Apr:l
throuzh Septerbe:r., 1989. Since the current (factor of
1.01609 will be used January througn March, 1989, it wou.d
be asppropriaste to true-up any differences at the August,
1989% hearing.
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Li

1%

TIPULAT 1 JE: wWhat sniould De the effest:ve =
tae rew Zue! 123ustTent chatge. 01l Zacec: a1
conservaticn cost recsvery charge for Silli=5 puipcses’

She f3cccrs snioléd te elfective fe3.nnirg witn e
s;ec.f.e2 f.el cyc.e Ir2 zneresfer f{:r ite zer::it Aprfi.
159 throusn Sep-e-cer. .:8). 3.lliny cvo.es Ty Pl
ceiore Aprii 1, .28: ard tne lOSt CyC.e ~Bv ze resd afcer
Sepre~ber 30, .1%73%. 85 thaT edCr Cusiorer s c...ed !::
5.3 months regardless i «nen :ne adjusiTen: fac:sr cesi-e
effective.

TPy : What are the appropriate F.e!: Coss
Recovery Factors £or edcs 1a%@ Group sétusted for lite
.>s3e8?

FPC: See Attsch~en: B-] for the Bpproprisace leve.:zed arz
~.=e 3 .se fue. cTIst rezcvery faztors ydcer ..e .::3
32-u3tmers Ic: epcn Z2elivery leve. FItup. 98 Bcircies =v
tn& cerXissiar {3t PG,

f22: See sucaccoment b=l Cilurn b,

fFruC:

ITHY LI T

Rl'.. ;‘l!! . - == - " _¥ »d * 4 - -!-'-!‘.!!-
Adsupr=gre

Residential RST.RS.OL e 0326 5.47)

Carrercial G5.GSD C.7%¢) 8. 388

Osrer S§.-1.8L-2 C.963. §.340

For FernznZina Besch, the fuel c=st reccvery {actc: ¢
2.. classes cther =han ASLD. oefce: ad:.3:rer: o1 ..
.255@5, 183 4.6543 cents g;e:r kwh. For GSLD. :re Ze-)
pL.rcnises power facts: eciusted for axes @3 $2.34°C7F M
»ne ncn-de~and fac:idr 13 £.494 cents/kwh.

G!LF: See Attachmen: B-3.

TECO: See A:ztachren: B-d.

= = 3 : ussrent Iss.es
W Sh2ulc Gulf Powe:r be required :°
dispatcn its syste™ on the :inc.emental price of fuel, as
defined in Order No. 195487 (Ste’f)

F: Yes, however., this 1ssue shouid be deferred to the
August, 1989 Fuel Recovery Hearings.

GULF: No. This issue shou.d be deferred.

OPC: No position at this time.
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9. re g e H Sh:ul: ::c gt} Bvect N ©-1 R
metncdciosies o1 caicL.e%: 280 b..82.¢ @ 2I7Y f.."¢
1D CIgereraLors s re- lcﬁ = FPS. TFrLl. am3 SECS
reflect che f1REiN3S Cortair@s i .rse: Nr. J3%e3T

. Tes. e
vre Sesisilin
Q!'.!'t- ! !o!--r_a ':!-J-:-! ! ’ | i ’!“9'.1

w18 BRIPESA i ARAT LB Sn€ MpRUsSIriace JFUT e vt
FeTRLLY !:: pi...r.ln:o Thieves 2.0in% M ZeTisE AT
1588 thiouar Sepre~ber 30. 153d?

FPL: 81.£<5.596 Reward.
FFC $..22..04C Reward.
G..F: 5§7:.C07 Re-ard.
IEoe: $2.5.484 Reward.
*1l. What snCL.2 T4 GFIT taarzetssrarges

for :"c ger:od April. 1989 zhscugn Sersetce:r. .r99?

The BSEIIGrIAcTE tArGess and ranjes ate $°iun LT AttacnTent

C rerezs.

12. 1830E: wWnat s the fanal cil Dacadut true-up aTIunt
ced APlaas. 2¥8E tRhrzuss Serterrper. .9E8s sec:. .z’

§331%:

TECOD: Ajree witnh ut:.:ty: $£4€.318 cvercec:verlj.
FFL: Cverreccvery $3.e07.13].
TECO: $§c«<5.418 overrecovery

FIPUG: The arount sugjested Dby FPL ~us: include

TPL: Aoree with utiiity: $9.609.13] cverres: ey,

an

adjustrert to reflect & refun? for those srounts which FPL
has attri>buted to the “deferra. savings®” on the twe 700 Mw
cosl-fired Martin units because such “deferral® and hence

any SAViNgs are nonexistent.
OCC: Mo position at this time.

FPL: No position at this tize.
TECO: Agree with Company.

13. JSSUE: Wnat i3 the estimated oil backcut true-up aTcunt

fcr the period October, 1988 througr March. 198%?
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15.

Fro: Ajree with utilizy: 8$22,3%).240 cverrecsiery.
TECT: Ajree with utility: $06,36. undezzec:very.

Sverreccvery $22.3%3.:k1.

i §

§3:.335. urderrccovery.

FiiG:  Tre amount SuGQestel Dy FFL rust  inolude

a3 us ment to eflect o refuna f3r these 1~ .ntx wrach FFL
nas #t:sitused t2 the "defe:rdi s87ir3s” cn tne =w> 10 ¢
coal=Iired MaItin units DecCHILI® suchn “deferTai” in: her:s
4ny 3MVINZ3 M@ RO2KEX.3%eN% .

RCS: Mo pesition at this tire.

OPC: FPL: Nc positicn et this tire.
TECO: Agree with Co~pany.

$IAFF: AFrees With Fropcsd.s.

$85U8: Whpt 38 The tO%Th. Ci. DMCADLT tfue~up ATIUR: T o
Calies2es Curing the p@:i28 Apri. TAriL3n Septerse:r, 1%é:?

i-'ll:
Fin: Agree with usility: $3..962,37% overzecovery.
TECO: Agree with uzilazy: $240.057 overrecovery.

FPL: Cverrecovery $31,.962,375.
TECD: Overrecovery $560,0%7.

34 b Tre oamcunt sugyested Dy FPL must ainc.ude an
astustTent o reflect & refund f2r those amcunts wihich FEL
res atiriputed to tne “deferra. Savings” On the twd 700 Mw
coa.-fired Martin umits Delwuse sucrt “deferrai” and nerce
BTy S3VIMSS afe nOrexistent.

OPC: FPL: No position at this t:i:me.
TECC: Agree with Company.

%;;2:; wWhat is the projecte. ©i] backout coOst recovery
actor for the period April thr.ugh September, 19897

fr&: Agree with wtility: ©.780 cents per kwh.
TECO: Agree with utility: 0.126 cents per kwh.

FPL: .780 cents/KwH.
TECO: 90.126 cents per KWH,

FIPUS: FPL's application of the 01l Backou: Cost Reccvery
Factsr should be discontinued because the grojec: has not
achieves the economic displacerent of o1!l. All
sccelersted depreciation amounts should be refunded ard
any recovery relsted to the cos: of the lines should be
disallowed for the projection period April 1. 1985 through
Seprtermber 30, 158).
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.37,

OCC: Nc position at this tire.

oPs: TICO: Agree with CoTpany
FPL: Nc position at this tire.

-._-. - e - TRl

j$iVE T T 4 2oull AP, te a.iceed ¢ 22..
an0 APPly a8 BCCE.8.0%ed Jesrecisiiin cte "ne: SMVINSSE
cipimed in its petitiin ang exnidits? FlFLY

TAFF: TRis issue 82tu.? D8 decide? irn camreciiin Wit
Fl ‘s petitizn :n Docket No. 8390148-F!.

F_M_;_ No. FIPUG Ras rzt waived izs posizicn o ihi
ssue, tuz shel. assert the following pasisice pursuIne =
its Stisulation with FPL attacned herer> #s Aztacnment D.
The cC.AIT@Z S3ViINnFS iS5 entifely etiricLiacle i it
CONTENZI0r A0S 08 SIMNSTISSION lines Ci72siS5i1n) tOe L.
ShcAL L priyect enestied FPL =0 defer sw: "ol Ma Cld.-fired
units at FPL's HMariin site: scsen:  :ncie “Zeferin!
S3VINGS." trere wiuid o€ no net SavVings #n2 nc acce.
recavery. In res.ity. however, the 700 Ma czal un
nCt pArT zf FEL'S Jeneraticn eEZANSILN B.4fn and tave nt
oeer. part of tRat plen for vears. As the gplants ce
ficticna.. the savings e nonexistent. (Ps.lz¢k)

2FC: N2 position at This iTe.

0 : Shou.d FPL be aliowed to rezs:”
"nes SIVLInZS" BITILBJIBC.® i the CBaferza. ¢ he oo
defurc: 700 MW Martin C€sB: units iCh were cSc.liectes i
pricr per:z2s? (FIPUG)

§',A:E: Tnis issue srculd te gecifed (n citnestiin Wit
FIPUG's pezition 1n Dochet NI, B5014B8-EC.

;: N2, FIPUGC has not waived its pssizicn on this
i1ssue, but shall asssert *he following pesizicn p.r3udnt %
its Stipulation with FFL ascached hesetd #s A:tach-ent D.
FPL first began to collec: the revenuss »ss:c:dted wiztn
the “deferral” of the Martin cosl units in Cctsper of
1987. In reslity. the Martir-cosi wunits on whicn the
claim is based have not appe red in an FPL 10-yesr Site
Plan since 1983. The pist c.'lections were unjustified.
The Commission should exzercise ‘ts asuthoricy to require »
complete refund of all past 011 Dbackout revenues
sttributable to the deferrsl of "+ Marctin-cosl wunits.
(Pollock)

QPC: No position at this time.
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“1g. U 2 £ FER 3 Sheuld FPL e aui-orize2 ::
c€IntiNue TESIVeIy ©f COsts relsted Iz tne LrEnITISsIIN
line oil Cack:iut projec: through the .. Packzu:s Cor-

Recovery Clause? (FIPUG)

C SIAFT:  This i1Isue SRoUld De deride? it Iimteciiin Wizt

F:PUG's pes:zion in Doones No. B90.:53-EC.

FIPUG: No. FiPUGC has not waived i=s F:s:tisn on =-.!
:s3ue, but shall assert the follow:ing pos::zicn pussusnt °:
its Stipulation with FPL atteched here:o 83 Atticn=en: o
The project has not accompliished 18 primacy purpise.
“hich wis the economical displacerent c¢f orl-firez
generation. To continue the energy-based recovery of a
major investment in transmission relisbility snc capac::y
in the absence of the 3avings on which thit reccvesy wis
premised would be to perpetudze 8 Cchirge hat is unins
and unressonable to all ratepayers, particularly hien 1227
f3ctor custoTers. The Cerristior $225i2 srder PP. 3
discontinue tre oil Dacadut C©2S3% recivery CeIneniiT.
(Pcllicen)

22C: Nc positicn at this tite.

Ate profats f:om the sale cof ccal under the CARBOCTL
contract enteres int:: fer and committes 0 FPC proper!
retained by EFC fcr its snarenslders? (OCT)

SIAFF: Mo posit:icn @t this tire.

FPC: This issue is inappropriste fcr these proceec:ngs
and should be delezed. The me:nsd oy wnich FFC's
sffiliated fue. supplier. EFC, conducts an2 asccourts for
“replacezent ccal” trarssctions, includirg the replacerent
of Carbocoal coal. is the subject of pernZ:ng proceedings
in Prase 11 of Docke: Nc. 8460001-El-G.

OPC: No position 8t this time

gﬁf‘ﬁ%ﬁ%““‘ No. EFC entersd intc & cortract with
. & Colombian coal corpany, to obtain cosi for tre
use and benefit of Floride t Corprration. e
EFC-CARBOCOL contract, signad J. ne 18, 1984, provides “or
coal deliveries from January 1. 1985 through June 30.
1989. The contract cormits EFC (. purchsse a minimum
400,000 - 440,000 tons per year principaily for use in
FPC's Crystal River plant. (EFC-CARSOCOL contract Sec.
2.02).

Documents cteviewed to date Dby s:dental indicate
that since late 1987 EFC and CARBOCOL have sgreed to allow
EFC to sell volumes up the the entire remdining contract
tonnage to buyers other than FPC. A Decexmber 19. 1988
article in indicates cthat EFC sold around
450,000 tons o coal to SSM Worth Americe in 1958
st a profit. Approximately 400,000 tons of domestic coal
were purchased by EFC for use by FPC to replace the
CARBOCOL coal sold to SSM.
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*20.

21.

1£ =his codl c:iuld nct te sold to third parc.es at »
praofit., EFC would urndlubtedly ccrtend taas Idtepiyers OF
FPC are c:=mitted =2 pay for coal prude=tiy acgJiied ov
EFC fzr FPCU's Serefit uncer tne thxe Of pay pre-isizns of
th:s CThnLTRER. <& EFC 22%a:ns c2e. for Fizride Pram:’s
razeplyess anc then prof-%s by seli:ng sucs cce. o thirs

part-es, Ry Iscesivers. ro: EFC snacerciders,
tevefis {17 ctne prziiiy rebped tRhri.z- . B% S:itBRSTLICO.
T-a Cenefits 27 the tIaNSACTION sAdu.d tZ 3% T .
retepayers tecase it is they who were - .35, wner [LFC
er-ered Into @ long-terT CONCIBCE Wiih C~ABOCOUL inc.
he ccal could not profizadly De sc.@ %t =r.r2 ;arziet.
EFC would exgect FPC to purchase the cos. 8% tre CONTIMCS
rate even if chesper coal was available.

TIPULATED [;5;#;: Must FPC refund to ratepayers. w:i:th
interest, the full amount of any refurds for crude cil
cvercnarges ootained by FPC? (OCC)

his issue wWas reised Dy OccizZental CreT:icoy.
Corparataion, At the pretesring., 9CC ané FPC oanrource:
=ra% %re :ssue wou.d De stipulates. anc :inat tre tex: !
$.60 stipu.diion whuld be supplied 3 J:iemission $u07f.
Treresize:, tre {sllowing wWas suppiied oy FRC:

Pursaert to m3Ci1nsS  proceelings DSefdre tte T.5.
Depsrt~en: cf Energy. Flcrida Peower Corgorezion (FPC) has
recelvel and  anticipates furthe: reze.pt of funis,
ircluding a refund amc.rt of $1.1.0.€29 approved :1n Case
Kzs. RF 272-204. @3 8., Ficrida Fower Cocperazien (i:Ze:
dated Noventer 3. 1383). These refurds oare irtended 2
corpersite TaTePlYers f21¢ ove:charges ircurres ev
utilit:es cur:ng tre period of fedecal o©:l1 controls. wn.cn
were FiS3e2 cn TS Ine1T raterayers in ine ccst of fuel.
FPC stapulates that the full amcunt of any such ref.nc
received 2y FPC. p.us 1ntezes: ca.cu.adtec from the %17e¢ 3:
receipt, w:i:ll De returref te its ratepayers thiough @
credit = 1ts fue. costs recovered ir this praoceed.iry.
FPC does not object to returning the refund amcunt ang
interest over @ l2-ronth period, as sugjested DOy
Occidental to account for the seasonslity of electric
consumption, provided such period is found tc Dbe
sppropriate by the Commission.

ISSUE: Under the cost-plus ’rrangement between Electric
Fuels Corporastion and Florids ®™ower Corporation. are tne
costs included a3 EFC overn®ad in “cost® and the
investment base to which EFC's recurn om equity is applied
in trhe “plus® component ressonabl. °nl properly included
in the cost of coal charged to FPC's customers? (OPC)

STAFF: This issue should be deferred until August. 1989.

FPC: This issue has not been properly raised for
consideration at the wupcoming hearings, nor 1s it
appropriate for these proceedings in view of the extensive
consideration being given to the costs and investment base
of FPC's affilisted fvel supplier. EFC., in the current
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*cost-plus® proceeZings of Docke: Nc. 06000:-2£1-C. It :s
incumtent On B FArty seeking to ra:se an issue 3.Cn At
this to estaSiash & minimal, i1.e., prima fac:e. Cate
previding at lesst some factual Casis wnich cal.s .-
questicn the resssnapleness of the sul'ect C€28-3. Tne
Frenes;:rn; Frocedures retularly foilcwed in Trese
pr:ceecings ate designed to give ;arties the CERLTtLTIT
t> estatlish such 8 j3rime ‘scie -1 P O PR Tl
z:ms of Jdiscovery an3d prefiie? airect anc  recu .

testisony. Ncne of these proced.res hs ' Deen utiil:ze2
with respest tC this issue. As » res.iz. TPC rRas ©2% Cee
given suffaic:en: notice 5o Jetermire wWALfh,  dut I
litersally rundrefs cof specific S38T  Er  invesiTern:
components, 1t Might be expected te Support and ‘ustity.
Nor has FPC red2 the opportunity tc provide suchk o
justificezion, even if it hknew what reeded o ce
sddressed. Moresver, the prope: pr:sceesing n wraeh ¢
raise this issue 18 the “cost-plus® dcceet, wnere
yaluminous d.sctvery hes Lteer ~—3de an: teEiiTInY Fresencel
on » wide pr:ety of EFC's ccs:is arnZ invesiTents re.pced
v 138 FPC ¢€:h. sugply cus:ress. This :ssue should te
de.e-e? {rcm trese proceed.ngs.

CCC: No pcsiticn at tRhis tire.

QPC: The specific compcnents of EF{'s cverrnead irnc..zel
35 » par: of the cost of coal to FPC are not i1lert.iies irn
tne corntracts betweern EFC and FPC and FPRave nc: Ceer
specifically apprived by the Public Service Ci-migpsiin.
All these cos:s nust oe icdentified by FPC with sgezifac.ty
and established as pruZent before FPC car e 3.l %wel
recovery for them. Additionally, the inves:Ten: base ::
which EFC applies its rezyurn oA equity £ust De s1:I%"
FPC to be pruden: and sSupporting #ssets actudlly .seé:
previde service == FEFZ. Assent such § saswing, FPC cams
demonstrate that its ccsts of cosl sre reasorebie

TR R
.

CLAE I

- 1 L

-

The parties hereto have stipulated to Iss.es No. 5. €.
9. 10, 11. and 20, which are ind:i-ated within the tcdy of this
order.

The parties have further stirulated thaz Issues No. 4 and
19 shall be deferred, and she'l be eddressed 1in future
proceedings.

FIPUG rsised Issues 16-18 (previ .i.'y nu=dered as Issues™
1%5-17) regarding FPL. FPL objected to the inclusion of such |
issues in this docket on the grounds that they should be.
included 1n Docket No. 890148-EI, and on the grounds that the

inclusion of such issues constitutes an attempt tO revise

Commission rules. FIPUG and FPL have reached a written
stipulation, attached hereto as Attachment D, in which they
sgree that such issues (referred to therein as Issues 15-17)

shall be deferred and shall not be considered at the February.)

1989 hearing in this docket.
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MOTIONS

FIPUG has (f:led 3 sepsrate Petizizn 1in Docket No.
890:.48-E1 assaing :ne Ccrmigsion tec  discirntinue FPL's ..
backsut cha:zge anc =: :refund all “net S8vir3s”® s::rit.table =2
the cloa:~e2 Zeferzal = Marzin 700 YW ccal urm:i-s. FIPUC s
ais> file€C @2 M:2z:05n t3> Consolidate Drchets -: H:l2 Cerza.n
Issues 1n Decwet £9000:-EY i Abevitce. 3SRI  th3T g
Coromission eizhe: (.) consclicdate TS PETLicn wizn ™18 &o.-.
for purposes of nearing and resolution of 1s38.¢- .n .=ich case
s continuation of zhe portion of the FLear.n; schez..2d .
February 22 relates =c FPL'S 011 Eackout crazye =«<:.. li:aely o5s
necessary) or (2) nold all tters re.ating tz ine cil Bacwklut
charge in abeysnce and subject to subseguen: dispositicon
pending the cutcome cf proceedings on the separate Petition.

Sucsequent to the filing of its Motion, FIPUS entered inz>
8 Stipulation with FPL, asttached hereto a8 Attachment D, ¢ty
wnicr the part.es sjree tO defer consideraticon 5f the issucs
precpesed by FIPUS in this docket.

Essed on whe ‘oregzing, it is
ORCE®ED pey the Florida Public Service C:==i3s12n tnhat
these proceedings shall be goverred by this order un.ess

~cé:.f:24 2y the Ccmmission.

By CRIEZR c¢f Corrissicner John T. Herndcn, as Prenesr.n;
Officer. this 218t day of FERRUARY . _18R8 ;

. Herndsn, Co=moss.cones
and Prehesr:ng O cer

( SEAL)

MER

-
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FUEL AWD PURCKASCD POVIR COSY RECOVIRT CLAUSE CaiCuiatiOw

ESTIMATED 708 Twl PERICD OF ; April 1989-Sepremper 1909

ASEIVICATIOW

ATTACHMENT A

Pivision OF QLIC™R!ID AsD CAS

baTL: 2-15-00

Pagt JoF 0

cremssnnsrnsasess-FLORIDA POVER § LICH! CORPaANY------

Closprfication
Asseciated
centp/Ewm

.................................... D T T T L e L L T T I T R I T S PP

H
)

.

S

6.

T Irecgy Cost of Se0.0 X [conomy Purchases (Broker) (IV)
L Irergy Cost of Econamy Purchases (Non-Broker) (V)

duwi Cost of Syates bet Cormration (L))

Soe~t WX Fuwl Dispossl Cest ([2)
Lol Cor lrwesiment
A usiments te Fuml Cost

JTOTAL COST OF GINERATED POMER

Turl Cost of Purchased Power - Tire (EB)

¢ trergy Cost of Scn.l Purchosm (V)

"

LR}

2

13.

W
ki)
%

.

! |
1%

n

n

¥ o

Capecity Cost of Sch.l Economy Purchases ([2)
Poymgnty 1o Duslifying focilition (EBA)

TOTAL COST OF MECRASED POVER
TOTAL AVAILABLE DWW
Fue! Cost of fconomy Sales (E7)

o' on Econamy Sales - BOT (L7A)
fur! Cost of Ut Power Sales (512 Partpts) (E7)

17.7ue Cost of Diher Power Sales (I7)

TC7a, FuEL COSY AMD CAIwE OF POWER BALES
et inaoestisnt Intarchenge (E4)

TITAL FUEL A WET POMER TRANSAITIONS

* wet Uwilleg (&)

campe~y Use (E4)
T4 P Losses (E4)

AZ,usteC Sysiem OV Sples
woiesele O Sales

suriggictionsl Duw Sales

.ovrisgictional OV Sples Adjusted for
Live Less - 1.00051

rue-ap * (Gerived in Altecheent C)

Tornl Jurisdictionsl Fuel Cost
fevernm Tas fectior

Ffue! Tost Adusted for Taaes
crire
tersl fuwl cost including OPIF

"etal Fuwl Cost Factor Rourded
ts The SesTest

............................ ssssrerssere- sescccrewe

“Leser on Jurisgicrionsl Seles

-~ -

(

(

e semssansan

Classificatron Clossrfication
Assaciated Assoc inted
s (%]

480, 30, m 31,247,081 000

10,082,019 10,081,032,000 (a)
96,081 L]
L] 0
490,671,511 31,247,616,000
131,956,600 6,455,200, 000
18,016,400 1, 1% 500, 000
[ ] [}
[ [}
[ ]
10,59, 000 616,600, 000
170,549, 00C 8,184,300, 000
L3 B m 000
7.915,600) « 333, 109.000)
1,773,060) ¢ 333,100,0003(s)
1,630,800) ( 250,200,000)
4,437, 800) ( 195,800,000)
15,737, 240) ( T7%,100,000)
645,483, 2M 38,454 ,0%,000
SassasaEEss
31,126,689)00) (1,084, 011,000)
1,934, 6482 (0) 115, 9ed 000
40,088,507 (o) 2,879 7K OO0
645,483.2M 33,795,087,000
B.5% 997 tso,m,m
06,088,274 33, %5, m 000
U sssasmans
637,213,087 33,345,054, 000
SSPEIFEERETEES
5 .587,503) 33,345,054, 000
FASESREPEREEES
81,4629 50 33,345, 0%, 000
SESESSERASEEES
1,645,996 33,345,054, 000
R SEsarssessssees
583,271,580 33,345,054 000
SesEsszeEeN EPESRASEEBOREN

001 cents per KW (used in sttechment B, p‘m 1 o 2 of !)

cemen

() included for informetional purposes only.
['fectiow gates for billing purposes: &/1/89-9/30/09

SR}

2.044109

2.376%
.53z228
.65180

2. 20850

-.08270
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FUEL AND PURIKASID POVER COST RECOVIRY CLAUSE CALCULAYION
ESTIMATED FOR TRE PERICD OF : April Y909 -Septesper 1909

rascsnsnne

ATTACHMENT A

BIVISIOm OF ELECYRIC AwD CAS

DATE: 2-15-0%
PACE A D7 O

FLORIDA POMER CORPORATIOM

Classaficotion Clossificotion Cless'fica” "o
Associoted Associored AIBOC IOV eS
.uss:nunu Ewn conty o
1.'-.{ Cost of Systes wet GCerwration (£3) 289,762,438 14,5% 499 000 18513
2.%pent M Tl Disposal Cost (E3A) 1,883,372 1, 083,372,000 (a) o
1.Coal Car Investment 0 (] .0
¢ Adjustments to fuel Cost L] 0 . 00000
5.707aL CDST OF GINERATED POMER 1,648,000 %,5%, 499,000 1.9900%
6.7wml Cost of Purchased Power - Firm (D) 02,330 2,105,000 4.00120
T.Enargy Cost of Beh.CX Economy Purchases (Broker) (EV) 10,487,700 315,000,000 3.32943
B.Enargy Cost of Econcmy Purchases (Won-Broker) (E9) 2,775,080 134,000,000 2.01%9
9.rmrgy Cost of Beh.[ Purchases (E9) ° [ . 00000
10.Copacity Cost of Beh. [ fconamy Purchases (I99) & [ . 00000
11.Payments 10 Oualifying Fecilitios (CBA) 8, .40 301,800,000 2.%™
LA AR R LR LT LA AR R L AR RN ]
12.707AL COST OF PURCHASED POMIR 32,01, 560 754,905,000 .90
13.707TAL AVAILABLE Dwl 13,353,404 ,000
SRS RsssEREERES
.fuel Cost of Economy Sales (ET) ( ?,075,000) ¢ 9$30,000,000) 1.45000
140.Cain on Economy Sales B0 (I7A) [ 1,714,000) ¢ 9550,000,000)(a) .31200
15.Fuel Cost of Other Power Sales (E7) t ] 034 ,3%0) ( 140,000,000) 2.1551
1532.Cain on Dther Power Sales (EB) ( .l“l ¢ %0,000,000)(a) .)9800
6. Fuml Cost of Seminole Backup Seles (E7) ( 56.990) (1 1,020,000) .02
16.(a)Ca'n on Seminole Back-wp Sales (E7B) t  L,emun t 2, lllo eumi u 08419
17.7uei Cost of Semirole Bupplomental Sales (ET) ( 81,395) { i!. 594824
18.T01AL FUEL COST AMD GAINS OF POMER SALES (18,782,580 C T03,067,000) .
19.me1 Inaovertent Interchenge (£4) ] [
Sssssssnans Sessssssssnsee
20.70TAL FUEL AMD wET POMER TRANSACT IONE 97,005,0% ¥, 047,737,000 2.0276%
TEEERIRARES
71.Met Undilled (F4) $.206,579 () ( 234,67¢,000) 0390
22 .Compery Use (E4) 1,970,924 (o) ( 97,200,000) 014n
3.1 4 D Lesses (I4) 22,007,703 (8) (1,005 ,353,000) Bl
24 .00)usted System DU Sales 97,.°%,.07% 13,208,510,000 2.24859
25.wnolessle OV Soles(Encluding Seminole Supplemental) (  %6,000,0M) € T,1%,000) 2.24000
RS- sssnssssssssss
26.Jurisgictionsl DV Sales 280 743,380 12,469 9% 000 2.24057
L 2
2T Jurisdictional O Ssles Adjusted for '
Lire Loss - 1.0001 01,535 % 12,4606 9% 000 .53
EESFRSARIENARS
ZB.0rue- ®  (derived in Attsthaent C) . {  20,825,680) 92,469¢, 3% 000 =.30N
UELEUASSRESRES
283 .Coal Inventory Adjustment [ ] [ . 00000
L Sesssnsssnan —-“m
27.7etal Jurisgictionsl Fuel Cost 52,700,705 92,4694, 3% 000 2.0225%
3. Revernm Tax Fettor ssssssssssasss 1.0V4352
3. fuel Cost Adjusted for Tazes y 2.05600
32.5010 1,201,060 12,496, 39¢, 000 . 00981
ssssmssssss STUSRSFROSERTT Sasssnsnes
I3.7ctal fumi cost including GPIT 253,910,748 1&‘“.”‘.“ 2.08561
3. Tetal Furl Cost Facter Rourded
utunuut.mmnmmtmﬂinlnm.,m‘lﬂ!d’” 1.064

“Ssse¥ on Jurisgictionsl Seles (e) Included for Informational purposes enly.
iffective cates for Billing prposes: 3/30/89-9/26/09
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FUEL AMD PURCHRASED POMIR COSY RECOVIRY CLAUSE CALOWATION

ESTIMATED FOR Tl PERICD OF: April 1909 Septesder 1999

ATTACHMENT A

PIviSIoE OF ELECTRIC AwD Cas

DATE: 2:15-09
Past S OF 9

sesesssssascrsscnesnsTANPE CLECTRIC COMPANY:czcorsss

CLASEIFICATION

Clazsification
hisociored
tetthss

.................... B e

1.0umi Cost of Systes wet Generstion (L)

2. 5geet WL Fum! Dispossl Cost (E34)
J.lesl Zar Irwestsent
& .ag umments 1o Fuml Cost

$.70TAL COST OF GEWERATED POMER

6.7uwl Cost of Purchased Posar - Ffirm (IB)

T.tnergy Cost of Sch.C X Economy Purcheses (Broker) (E)
L.tmergy Cost of Economy Pyurchases (Non-Breker) (IV)
9.[nergy Cost of Seh.l Purchases (I9)

0 Cagecity Cost of Sch.[ fconamy Purchasm

11.Payments to Buslifying facilities (EBA)

12.707aL COST ©F MURCNASED POMER
13.707aL AVAILABLE DWM

%.fuml Cost of Econamy Sales (E7)
15 Zain on Economy Seles - B0 (E7A)

16.Fuml Cost of Unit Power Sales (E7)
17.Fuml Cost of Dther Powsr Ssles (E7)

1L.T0TAL PUNL COST AMD GAINS OF POMER SALLS
Pa.aet insovertant Interchange (4)
1. Interchange and Wheeling Lesses

20.107A, WUEL AMD N7 POMIR TRANSACTIONS
21 .wet Urilleg (E4)
22 .Compary Use (E4)
DT8P Losses (EL)

_Ag usted Sysiem DU Sales
.eholesale DWn Sales

.surisdictiornl O Ssles

¥ O¥ v

Ldurisdictioral DM Sales Adjustod for
Lire Loss - 0

drue-up * (Gerived in Atlacheent C)

4

Pyreaid Cos! Contract Buyat Adjustimemt

32.7etel Jurisdictional Fuel Cest
31 . kevere Toa Facter .

32. 7wl Cost Adjusted for Tazes
3.2
X .Tetal Fuel Cost inclucting GPIF
35.70tal Fuml Cost Factor Rounded
te the Besrest .00 cents por O (wsed in Attechewnt

B e L T ssssmsssmans

“Based on Jwrisdictional Sales
[ffective dates for Billing purposes: &/1/09-9/30/09

Classification Classificotion
Assecinteo Assec - ated
] [
170,001,577 8,31%,8%,000
® ]
] (]
) ]
171,681,577 8,375,6%,000
£,580, 100 S, 080,000
600 9,451,000
© 0
R 0
L) 4
&,061,900 197,787,000
®, 73,000 353,118,000
8,048, 774,000
11,408,800 736,402, 000
‘lm.r'. mamrmi (s)
12,415,000 21,735,500
25,345,300 1,950,137, 000
®
25,560,000
156,031,057 7,082,077, 000
SREEVIBERROD
[ L]
403,182 0) 14,300, 000
9,934,337 ta) 450,009,000
156,051,057 6,612,048, 000
] [
154,081,087 6,612, 048,000
15 631,057 6,612,048, 000
EUOSXAELLESTEN
l.'}é‘ mna 6,012,068, 000
7.765 068 6,612,048, 000
sesssssssne ESEERETRFSIAGS
166,162,763 6,012,048, 000
sssssssssas [T TYYITTYIT T
36,684 6,612,048, 000

B, pepes Y and 2 0f W)

.70
L2300

06000
. 00000

2.3591
L0357
U

2.5un
1.0%52

2.3
007w

2.55m

2.59%

D

(o) included for informational purposes enly.
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L]
FulL AMD PURZHASID POWIR COST RECOVIRY CLAUSE CALDnAYiON
ESTIMATED FOR THE PIRICD OF: April 1989 Septestar 1909

ATTACHMENT A

Pivisiom OF ELEICIRIC 42D cal

PATE: 2-15-09

gt 600 0

sessssencsccncncccsGULT POVER COMPANY -+ ccocsnncannas

Closaifigetion Clessification Cloassificotion
Assec ates Assecisted Aisecioted
ZLASEITICATION ] [ centg/Cum
1.0uei Cost of System et Cermeration (L)) 8,721,158 =, 092,400,000 2.01m2
I.5pemt WX Tuml Disposal Cost (E34) (] (] . 2900
1 tea! Car Investment 401,000 [} . D000O
«. ad;usteents to Tuml Cost ] ] .hO000
SessRsARIRN SEIRSEARRIRERS
$.10%aL COSY OF GINTRATED POMER 9,122,138 4,092,400,000 1.02602
6.¢fuml Cost of Purchased Power - Firm (IB) [ [] . DO00O
T.Emergy Cost of Sch.C,X [conamy Purcheses (Broker) (IW) 11,580,073 $17,4600, 000 1.0
L.inergy Cost of Bconamy Purchases (Won-Broker) (IV) [} ] . 00000
®.Irargy Cost of Sch.E Purcheses (EV) [ ] . 00000
0. Copacity Cost of Sch.f Economy Purchases (E2) [ ] N
11.Payments te Duslitying facilities (EBA) [] . 00000
12.707AL COST OF MURCKASID POVER 657,800,000 1.93400
13.70TAL AVRILABLE Oww $,510, 080,000
SESsssssREes LA L R R R R L )
% .Fuel Cost of Economy Sales (E7) ( w3 ¢ 19,590,000) 1.83522
15.Cain on Ecomemy Sales - 80X (E74) ( 124,000) { 29,500,000)(e) .6230%
6.furi Cost of Unit Power Sales (L7) ¢ 10,150.950) ( &4,270,000) 2.17%
17.Fuel Cost of Diher Power Sales (E7) 4 $,050,453) € 362,307,000 1. 09084
18.707a, FUEL COST AMD GAINS OF POVER SaLES « 17.50.750) ( E39,%7,000) 2.08511
1W.uet lradesriant Interchange (E4)
2C.70TAL PUEL M MET POMER TRANSACTIOWS n.7%2.1n 4,670,093,000 1.00093%
CIEEALSRASS
21 .met Unbilied (L) ] L] 00000
12 .Company Use (E4) ( 175,507 8,735,000 -.00:00
2.1 4 b Lesses (F4) ( 6,345,089)0) 3%, 155 000 -, Y4600
2 .Agjusted System DV Sales 3.%2.17 4,344,003, 000 2.154%8
Z5.molesaie CVN Sales 3,080,042 %, 095,000 2.1%%
sssssasmses Sssssssssmsnns
2% . Jurisdictional DWM Sales 0,481,636 4,204, 108,000 2.154%8
7 . Jwrisdictional W Sples Adjusted for
Line Loss - 1.002%0 0,872,087 4,204,108, 000 2.%151
SESIRASASFERES
R.True-wp * (Gerived in Attachment C) { $,15,7%) &,204,108, 000 -2
isssareeee SEESBASISOIEED menaseves
29.%eta! Jurisdictionsl Fuwl Cost & NM7,333 4,204,908, 000 2.03889
3 . Revernm Toa Facter [ — sstesesssssEa 1.0%52
J1.Fuel Cost Adjusted for Tazes \ 2.07258
.- . 76,007 4,204,108, 000 .00
eesssscsvan SESASESIRARNER ssssem
313.%etsl Fuel Cost including GPIF 85,793,540 4,204, 108,000 2.0Me
. Tetsl Fuwl Cost Factor Rowrded ‘
te the Bearest .00 cemts per EWM  (used in Attachment 8, popes 1 and 2 of W) 2.0

...................... AR AP R R PR R
*Based on surisdictional Seles (8) incluged for informstional purposes enly.
Effective Gaies for Dilling purposes: 3/31/09-9/28/09
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sOgtt (1€ S PR oW
funl Cosl Factors
fpril, 1999 - Septester, 1WN .
Funl Cost Factarn  Soolestm)
Lise w
Bote [T S tannd
bwe krefuin Mitipliery Panierd  Defost Wit
[ ] S, 65, 065, M1 L0nm m am L.
(] (1] 0.9%10 .48 LN LW
t n 0% 1. L 1.
] 051, st L0 LM [ T} [ 1]
bross ) Calculotion
to-Peab Facter 2.199 Conts/ENN o 0.0083 0.193 Costasmm
Mi<taat Faster .09 Conta i ¢ 09117 o 1.041 Coota/TIN
1834 Coots /Ot
Lise Loes Muitiplaer .M
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ATTACHMENT D

BEFORE THE FLORIDA PUBLIC SERVICE COrm;SSION

In re: Fuel 822 Pyrchezef Pover ) DOCKET WO, 890001-E1
Cost Recovery Clause and Generating)

Ferformance Incentive Facior, ) Submitiez ‘or f{ling:
)  February 15, 1989

STIPULATION

The Florida I1ndustria) Power Users Group (°FIPUG") anc
Florida Power B Light Company ("FPL®) do hereby enter into the
following stipulation and request thet consideration of Jlssuves
15-17 and FIPUG's position on lssves 11-14 (the "lssues®) be
deferred from the February 22 hearing in this docket:

1. FIPUE and FPL are parties in Docket No. 890001-E1l.
Issues 11-14 in that docket, as delineated in the Prehearing
Order, 4dnvolve the setting and applicetion of the 011 Backout
Cost Recovery Factor ("OBCRF®) Dby FPL for the time fromes covered
by the hearing.

2. lssues 15-17, as delineated in the Prehearing Orde., set
forth dssues raised by FIPUE in regard to the application of the
OBCRF. FIPUG seeks & refund of certafm monfes collected by FPL
pursuant to the OBCRF and discontinustion of FPL's o011 Dackout
cost recovery mechanise, Further, with respect to lssves 11-14,
FIPUG has assserted that all revenues sssocfated with claims of
deferra) benefits showld be refunded to customers.

3. Docket MWo. B89%0001-E] 13 set for hearing beginning
February 22, 1989.

ATTACHMENT D
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4. FIPUG cwurrenily has pencing in Docket No. 3%0148-F! o
Petition to Discontinye FPL's OBCRF, This petftion has not yet
been set for hearing.

5. On Januvary 27, 198y, FIPUG f1leC & motiin to consoliZi-e
the twd dockets as they relate to FPL's OBZRF or, alternativelv,
to hold the OBCRF dssves in Docket -No. 8950001-E] in abeyance
pending resolution of FiPUR's petition,

6. On February 10, 1989 at the prehearing conference in
Docket No, B890001-El, Commissioner MNerndon deferred ruling on
FIPUG's Motion to Consolidate. He sent the motion to the ful)
Commission for & ruling ot the March 7, 1989 Agenda Conference.
Thus, the Commission’'s ruling on the Motfon to Cons2licate will
occur after the February 22, 1989 hearing in Docket No. 890001-
£l

7. FIPUE and FPL agree that finsufficient time exists for
discovery and hearing preperation on the “lIssves® as currently
included in the February 22 hearing in Docket No. 890001-E].

8. In order to allow sufficient time for discovery and
preparation so @3 to present all the facts to the (ommission,
FIPUG and FPL stipulate:

8. FPL shall proceed with the presentatiomn of evidence at
the February 22, 1989 hearing in regard to fYssues 11-14 as those
issues relate to the setting of the OBCRF;

b. FIPUE agrees to defer pre entatiom of 1ts position on
the *"lssues® wntil such "Issves” are decided in 8 later scheduled
hearing or ruling 1in Docket Wo. .30001-El and/or Docket No.
B90148-E];

ATTACHMENT D
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¢. FPL agrees that 91 any sdjustment 3 race to PL's DECRF
es & result of the proceedings in 2 later sche:yled hearing 1n
Docket Wo. B90D01-E] and/or Docket No. B90148-E], s # resuvit
consideration of the "Issues,” ony smounts orcdered to be refunces
shall be subject to refund as though the Commission heo
considered and reached 8 decision on the °Jssues® in the hearing
held on February 22 4n Docket Neo. 89000)1-E]; ane

d¢. FIPUE and FPL agree thet this Stipuletion n no way
shall be construed as @ waiver of any parties’ positions or
rights in regard teo any “"lssves” arizing from FIPUG's positions
in Docket No. B890001-E1 and/or Dockat Wo. 890148-E].

9. The unfersigned are asuthorized to represent thet *the

Office of Public Counsel joins in this Stipulation.

sepnh A, RcBiothian giihew K, 08
Lewson, Mckhirter, Grandoff Steel, Mector & Davis

& Reeves 310 ¥, Cellege Avenue
£22 E. Perk Avenye, Suite 200 Tellarassee, Florioe 32301
Tellahassee, Floricas 32301 904/222-4192
$04/222-252%
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CUORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Petition of the Florida

DOCKET NO. 890148-EI

Industrial Power Users Group to

)
)
Discontinue Florida Power & Light )
Company's 0il Backout Cost Recovery )
)
)

Factor.

ORDER NO. 21755
ISSUED: 8/21/89

Pursuant to Notice, a Prehearing Conference was held on

August 3, 1989,

in Tallahassee, before Commissioner Jchn T.

Herndon, Prehearing Officer.

APPEARANCES:

CHARLES GUYTON, Esquire, and MATTHEW CHILDS,
Esquire, Steel, Hector and Davis, 310 W,
College Avenue, Tallahassee, Florida
32301-1406

On behalf of Florids Power & Light.

JOSEPH A. McGLOTHLIN, Esquire, Lawson,
McWhirter, Grandoff & Reeves, 522 Park
Avenue, Suite 200, Tallahassee, Florida 32301
On_behalf of the Florida Industrial Power
User r

JOHN ROGER HOWE, Esquire, and Avis Payne,
Legislative Analyst, Office of the Public
Counsel, c/0 Florida House of
Representatives, The Capitol, Tallahassee,
Florida 32301

On_behalf of the Citizens of the State of
Florida.

MARSHA E. RULE, Esquire, Florida Public
Service Commission, 101 East Gaines Street,
Tallahassee, Florida, 32399-0863

On behalf of the Commission Staff.

PRENTICE P. PRUITT, Esquire, Office of
General Coun-el, Florida Public Service
Commission, ‘0l East Gaines Street,
Tallahassee, Flcrida, 32399-0861

Counsel to the Co n'ssioners.
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PREHEARI RDER

Background

In connection with the February, 1989 hearing in Docket
No. 890001-EI, the Florida Industrial Power Users Group (FIPUG)
raised issues relating to discontinuance of Florida Power &
Light Company's (FPL's) oil backout cost recovery factor.
FIPUG also filed a separate petition in this docket on January
27, 1989, and sought consolidation of the two dockets by a
Motion to Consolidate Dockets or Hold Certain Issues in Docket
No. B850001-EI in abeyance.

The parties agreed to defer FIPUG's issues in Docket No.
890001-EI until the August, 1989 hearing in order to allow for
discovery. Thereafter, the Commission ordered consolidation of
Dockets Nos. 890148-EI and B890001-EI for hearing purposes only,
with Docket No. B890148-El to be heard by the full Commission on
the 1last day of the scheduled hearings in Docket No.
890001-EI. Docket No. 890148-EI was later rescheduled to the
first day of the hearing, August 22, 1989, so that all
Commissioners could be present.

On February 15, 1989, FPL moved to dismiss FIPUG's
petition. FPL's Motion was denied in Order No. 21361 on the
grounds that FIPUG had stated a cause of action upon which it
was possible to grant relief.

Use of Prefiled Testimony

All testimony which has been prefiled in this case will be
inserted into the record as though read after the witness has
taken the stand and affirmed the correctness of the testimony
and exhibits, unless there is 3 sustainable objection. All
testimony remains subject to ~ppropriate objections. Each
witness will have the opportunity to orally summarize his
testimony at the time he or she .skes the stand.

Use of Depositions and Interrogatories

If any party desires to use any portion of a deposition or
an interrogatory, at the time the party seeks to introduce that
deposition or a portion thereof, the request will be subject to
proper objections and the appropriate evidentiary rules will
govern. The parties will be free to utilize any exhibits
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requested at the time of the depositions subject to the same
conditions.

Order of Witnesses

The witness schedule is set forth below in order of
appearance by the witness's name, subject matter, and the
issues which will be covered by his or her testimony.

Witness Subject Mstter Issves
1. Jeffrey Pollock Support of FIPUG's 1-16
(FIPUG) Petition for Discon-
(Direct and tinuance of FPL's OBCRF
Rebuttal)
2. S.S. Waters (Direct) - Capacity 1-16
(FPL) Benefits of FPL's 0il
(Direct and Backout Project.
Rebuttal) (Rebuttal) - Rebuttal of

Pollock testimony.

EXHIBIT LIST
EXHIBIT NUMBERS 601 - 699 have been assigned to FIPUG
Exhibit Number Witness Description
601 Pollock JP-1, Schedule 1:

Cumulative cost savings
of project original pro-
jection vs. actual

602 Pollock JP=-2, Schedule 2:
Comparison: FPL's actual
load growth and kwh con-
~umption with 1982
forecast
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Exhibit Number

603

604

605

606

607

608

609

Witness

Pollock

Pollock

Pollock

Pollock

Pollock

Pollock

Pollock

—Description

JP-1, Schedule 3:
Comparison: coal-by-wire
energy purchases, original
forecast vs. actual/
current forecast

JP-1, Schedule 4:
Comparison: oil prices,
original forecast vs.
actual/current forecast

JP-1, Schedule 5:
Comparison: cost of oil-
fired generation with cost
of coal-by-wire energy
purchases

JP-1, Schedule 6:
Actual summer peak rescive
margins

JP-1, Schedule 7:
Projected reserve margins
with and without coal-by-
wire capacity

JP=1, Schedule 8:
Comparison of returns on

equity

JP=-1, Schedule §5:
Analysis of recently
authorized returns on
equity
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Exhib mber Witness Description

610 Pollock JP=1, Schedule 10:
Comparison: production/
transmiseion and energy
allocation factors, GSLD
and CS rate clauses

611 Pollock JP-1, Schedule 11:
Recovery of capacity
deferred savines through
the OBCRF

612 Pollock JP=1, Schedule 12:
Estimates of direct cost
of 700 MW coal station

613 Pollock JP-1, Schedule 13:
Revenue requirement effect
of the income tax saving
rule

EXHIBIT NUMBERS 201-299 HAVE BEEN ASSIGNED TO FPL
Exhibits numbered 201-207 were identified in Dockets
850001-EI and B89%0002-EG

Exhibit Number Witness _Description
208 Waters (Composite)

Document 1: (map)
FPL's 500 kV 0il Backout
Project

Document 2: FPL 0il
Backout Project Scheduled
Versus Actual 1In-Service
Dates
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.

208 Waters Document 3 (2 page
document of exhibits from
Docket No. 820155-EV)
1st page: Ex. # 15(j).
2nd page: supporting
exhibit, Howard testimony

Document 4: (2 page
document updating
analysis in Document 3)
1st page: update of Ex.
15(3). 2nd page:
supporting document

209 Waters (Composite)
. Document 1: Projected
and Calculasted Projected
Reserve Margins At Time of
Summer Peak With and
Without Coal-By-Wire
Capacity

Document 2: Comparison
of Coal-By-Wire Energy
and Avoided Energy Cost

Document 3: Comparison of
Martin Unit No. 3 Life
Cycle Costs To New
Combined Cycle Units

EXHIBIT NUMBERS 1201-1299 HAVE BEEN ASSIGNED TO OPC
At thic time, no exhibits have been identified.

EXHIBIT NUMBERS 1301-1399 HAVE BEEN ASSIGNED TO STAFF
At this time, no exhibits have been identified.
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PARTIES® AT
Florida 1Industrial Pow , r ' at nt of asi
Position:

Seven years of experience have demonstrated that the oil
backout project does not economically displace o0il. At the
present OBCRF rate, in 1989 FPL will collect in excess of
$500,000,000 from its customers, while the net energy savings
are only $214,515,000.

The project does provide significant capacity and
reliability functions. Recovering the full cost of a 30-year
capacity/reliability project through a seven year energy
surcharge causes present customers to subsidize future
customers, provides unreasonable and unrestricted excess cash
flows to FPL and penalizes high load factor customers. To
perpetuate the charge after radically changed circumstances
have occurred, which render the charge inappropriate, would be
unjust and unreasonable.

Past collections of “"net savings®™ for an accelerated
write-off were based on improper claims of capacity deferral
benefits and should be refunded. The claims were based upon
1982 assumptions that have been outdated by changes in load
growth and demand and supply options. The oil backout charge
should be terminated. “Accelerated depreciation® should be
reversed, and the revenues returned to customers. The
remaining cost of the transmission lines and other project
costs should be recovered through FPL's base rates.

Florida Power & Light Company's Statement asic Position:

FIPUG's Petition should be denied in its entirety.
FIPUG's Petition, supporting affidavit and testimony are full
of inaccurate and misleadin, allegations. They ignore or
misstate prior Commission decerminations, invoke irrelevant
factors, raise issues previously settled by the Commission,
argue circumstances have cha.3ed when changed circumstances
cannot justify discontinuance of recovery or a refund, and
wholly fail to provide a substanil.z basis for the relief they
request. The relief requested cannot be granted as a matter of
law. FIPUG's “"case™ is a direct attack on the 0il Backout
Rule, a belated and untimely attempt to seek reconsideration in
numerous dockets, and an expensive and inappropriate challenge
to the Commission’'s management of the 0il Backout Rule.
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FIPUG's Count 1, that the Project has not achieved its
primary purpose, the economic displacement of o0il fired
generation, is wholly premised on a test manufactured by Mr.
Pollock which is at odds with the Commission's prescribed
test. The Commission has prescribed the test to determine
whether the primary purpose of a Project is economic oil
displacement. FPL's Project passed the test in 1982 when it
qualified, and even with lower than projected o0il prices,
passes the test now. FPL's Project still economically
displaces oil fired generation.

FIPUG's Count II, that recovery of Project costs through
an energy based charge is unfair and unduly discriminatory,
should not be considered. First, an energy charge for oil
backout recovery is prescribed by the Oil Backout Rule.
Second, the Commission has heard and rejected this same FIPUG
argument on numerous different occasions; FPL should not have
to respond to it again.

FIPUG's Count III, that the Martin Units are fictional and
have not been deferred so they should not be used to calculate
Actual Net :Savings, is unfounded. The Martin Coal Units were
deferred by the Project. Without the Project they would have
been in service by now and FPL's customers would be paving &
return on them. This avoided revenue requirement is clearly a
Project benefit properly included, along with other savings and
project costs, in the calculation of Actual New Savings for the
Project. However, FPL's recovery of 2/3 of Actual Net Sasvings
as additional depreciation of the 500 kV Project in no way
represents FPL earning a return on units not built; it is the
approved method of accelerating the recovery of the 500 kV
Project.

FIPUG's Count IV, that FPL evades regulatory scrutiny
through the 0il Backout Cost Recovery Factor, is a gross
misstatement of fact. FPL's Oil Backout Project has regularly
been reviewed by the Commissio. every six months since approval
in 1982, There have been other reviews as well. FPL
separately accounts for the ! roject as required by Commission
rule. Consistent with the Oi. Backout Rule, the Commission's
treatment of 0Oil Backout Projec: revenue requirements in FPL's
last rate case and the Commission's Rule 25-6.024 (1)(b)
regarding Rate of Return Reports, FPL has excluded the
Project's rate base, revenues and expenses from its Rate of
Return Reports. Finally, because FPL recovers actual tax

Al
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expense for the Project through the Factor at the current
income tax rate, there are no Project tax savings; therefore,
no additional tax savings refund is warranted.

As a matter of law, FIPUG's relief cannot be granted.
Periodic revisitation of qualification under the rule is not
permissible. Cessation of oil backout recovery is inconsistent
with Section (4)(d) of Rule 25-17.016 as well as a clearly
articulated Commission intent that lower than projected oil
prices would not be the basis for disqualifying & Project. A
redetermination of a Project's eligibility for recovery seven
years after the initial qualification determination is barred
by the doctrine of Administrative Finality. It is also a
prcscribed exercise of hindsight. FIPUG's attack on the energy
based o0il backout charge is also barred by the doctrine of
Administrative Finality, and it is inconsistent with Section
(4)(e) of Rule 25-17.016. FIPUG has waived its right to
contest the use of the Martin units to calculate capacity
deferral benefits to be used in computing Actual Net Savings.
This issue was raised by FPL testimony in no less than three
0il Backout proceedings to which FIPUG was a party without
FIPUG contesting it. Their belated protest (s untimely, and
under Rule 25-22(%5)(b) they have waived the issue cue to their
lack of diligence. It is also an untimely request for
reconsideration precluded by Rule 25-22.060. Moreover, the
refund req-ested would constitute unlawful, retroactive
ratemaking. Finally., the O0il Backout Project has separate
accounting by rule; because the Factor only recovers actual tax
expense on the Project at current tax rates, there are no oil
backout tax savings to be refunded.

Staff's Statement of Basic Position:

Because FPL's transmission line oil backout project was
approved by the Commission in Order No. 11210, it should not
now be retroactively disapprove’. Therefore, FIPUG'S reques:
for refund of all oil backout cost recovery charges collected
to date should be denied. Further, Staff does not agree with
FIPUG's allegation that capaci'y and deferral benefits are
illusory.

Office of Public Counsel's Statement of Basic Position:

The justification accepted by the Florida Public Service
Commission when it first approved FPL's 500 KV transmission
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lines as an o0il backout project pursuant to Rule 25-17.016,
Florida Administrative Code, is no longer valid, Circumstances
have changed such that the facts surrounding the transmission
project are now outside the scope of the rule. The i{nitial
determination of qualification under the rule was not, and
could not be, binding for all future periods without regard to
changed circumstances any more than a base rate proceeding
conducted pursuant to relevant rules and statutes could be.

STATEMENT OF ISSUES AND POSITIONS
ISSU F_LAW

1. ISSUE: Are the 500 KV transmission lines presently being
used primarily to displace oil-fired generation? (FIPUG)

FI1PUG: No. Without the capacity imported over the
transmission line, FPL could not adequately meet its
present load requirements. It does not have sufficient
oil-fired generating capacity to meet present system
demand. Electricity purchased from Southern Company is
the same as a new generating unit and is no longer
justified under the prohibitions of Rule 25-17.016(2)(b).
F.A.C.

FPL: Yes. This factual issue is irrelevant to this
proceeding. The Commission has previously determined that
the primary purpose of FPL's 500 kV Transmission Project
over the first ten years of the Project is the economic
displacement of oil. The Commission has previously
rejected FIPUG's request to reconsider that finding, and
the Supreme Court of Florida has affirmed the Commission’s
decision to qualify the Project. Consequently, the
Project's gqualification for recovery under the 0il Backout
Cost Recovery Factor ("Factor®) is a settled issue, and
the current primary use of the Project is irrelevant to
continued recovery through t“e Factor.

Irrelevance aside, undar the Commission's prescribed
test of determining wheti.r economic displacement of
oil-fired generation is th2 primary purpose of the
Project,the "Primary Purpose Tes:", the primary use of the
Project presently is and continues to be oil-fired
generation displacement. Under that test net fuel
savings continue to exceed Project revenue requirements
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during the first ten years of the Project, even updating
for lower than projected oil prices.

As FPL has always acknowledged, in addition to this
primary purpose of economic o0il displacement, there are
other significant benefits from the Project including
capacity deferral benefits and enhanced system
reliability. These Dbenefits were anticipated and
forecasted at Project qualification. For instance, it was
recognized in 1982 that after 1987 the Project wouid not
only economically displace o0il but also be used to meet
load requirements. The current existence of additional
benefits does not change the determination that the
primary purpose of the Project is economic oil
displacement now any more than it did in the original
qualification proceeding when these benefits were merely
projected. (Waters)

STAFF: VYes.

OPC: Public Counsel adopts and supports FIPUG's position
on this issue. :

1 ISSUE: Should FPL be required to refund past collected
backout revenues associated with accelerated
depreciation? (FIPUG)

FIPUG: Yes. Supposedly, the Southern contract capacity
allowed FPL to defer its own capacity; but coliecting both
capacity charges and costs of the deferred unit is
tantamount to collecting for the same capacity twice. FP"
is alsc collecting for capacity which has not been built
and has been removed from the planning horizon because of
more economical alternatives; thus, the hypothetical
Martin units are not “used and useful.” Finally, FPL
testified in 1982 that de’erral was justified to enable
FPL to realize lower capical costs, construction costs,
and more economical technclogies. Those changes occurred,
affecting all parameters oi “"deferral benefits,” including
in-service date, construction costs, and supply options;
but FPL improperly clung to tne outdated 1982 assumptions
for the purpose of quantifying “deferral benefits.” In
Order No. 11217, the Commission reserved the ability to
review the cost parameters. The commission should reject
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FPL's static approach and recognize the changes in
circumstances that require a refund of revenues tied to
the Martin assumptions.

FPL: No. FIPUG has intentionslly misrepresented the
nature of the revenues FPL is recovering through the 0il
Backout Cost Recovery Factor and taking as accelerated
depreciation. The only cost FPL is recovering through
accelerated depreciation is FPL's investment in the 500 kV
Project. FPL has not and is not “"collecting ... costs of
the deferred unit* nor is it “collecting for capacity
which has not been built® and is "not °‘used and useful'".

The Project has produced actual net savings since
1987, so consistent with the 0il Backout Rule and pursuant
to Commission approval, FPL has been collecting revenues
through the Factor and taking as acceilerated depreciation
an amount equal to two-thirds of the Project's actual net
savings. In calculating actual net savings, FPL has
recognized, as one benefit of several, the Project's
capacity deferral benefits associated with the Project
deferring the construction of Martin Coal Unit Nos. 3 and
q. Without the Project these units would have been
in-service in June, 1987 and December, 1988,
respectively. Consequently, it is entirely appropriate to
recognize the savings associated with not having to build
these units in calculating the Project’'s actual net
savings.

FPL's calculation of the capacity deferral benefits
for the Martin units is reasonable. FPL updated its
original Martin unit cost projections with lower actual
capital costs and lower actual escalation rates. It used
the original in-service dates Dbecause FPL's 1982
forecasted load for 1987 and 1988 was accurate, and
without the coal by wire purchases this capacity would
have been needed as projected.

FIPUG's attempt to gquestion FPL's capacity deferral
benefits is wuntimely :nd wholly speculative. This
Commission, in Order 11%3°, held open the issue of the
proper cost parameters. Howesver, the issue was held open
until ®"such time as the defe...l units would have come on
line, absent the o0il backout project, i.e.., 1987". FPL
addressed the issue in its testimony then as instructed,
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and the Commission approved FPL's cost parameters. FIUG
chose to waive the issue and should not be allowed to
resurrect it.

FPL's recovery of accelerated depreciation on the
Project is consistent with the 0il Backout Rule and prior
Commission orders. It reflects that the Project has
produced substantial actual net savings, all of which will
flow to customers once the Project is fully depreciated in
August, 1989. No refund is warranted. (Waters)

STAFF: No.

OPC: Public Counsel adopts and supports FIPUG's position
on this issue.

z ISSUE: Should FPL be required to terminate the oil
backout cost recovery factor? (FIPUG)

FI1PUG: Yes. The claimed deferral benefits have been
improperly included, and the changes in fuel costs have
resulted in greatly diminished fuel savings, so thet the
project is not achieving net fuel benefits. It does
provide capacity and reliability benefits; therefore, the
continued <collection through an energy charge is
unwarranted and discriminatory.

FPL: No. 1In adopting the Oil Backout Rule and approving
FPL's Project for qualification, the Commission had no
intention of discontinuing recovery through the Factor if
actual experience did not track projections., Thus, even
if the Project had not achieved net fuel savings or
economic o0il displacement, the Commission intended to
continue to allow recovery through the Factor because the
Commission, in qualifying the Project, had decided the
Project was prudent and should be pursued.

However, even with lorer than projected oil prices,
this Project has economica’'ly displaced oil and provided
net fuel savings gre-.“er than Project trevenue
requirements. In addition, the capacity and reliability
benefits of the Project are nc* now or anticipated. FIPUG
and Public Counsel argued at the qualification proceeding
that these benefits made o0il backout recovery of the
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Project unwarranted or discriminatory, and the Commission
rejected their arguments. There is nothing new 1n this
case that warrants revisiting those issues. Therefore,
there is no basis to terminate the o0il backout cost
recovery factor. (Waters)

STAFF: Termination of the OBCRF should be done in
conjunction with the utility's next rate case, pursuant to
Rul. 25-17.016(4)(4d).

OPC: Public Counsel adopts and supports FIPUG's position
on this issue.

q. 1SSUE: When will investment in transmission 1lines be
fully recovered if FPL is allowed to use two-thirds of the
"annual net savings®" as accelerated depreciation? (FIPUG)

FIPUG: October, 1989.
FPL: August, 1989. (Waters)
STAFF: Agree with FPL.

OPC: Public Counsel adopts and supports FIPUG's position
on this issue.

S 1SSUE: Has the time come to require FPL to collect the
capacity charges for the Southern System UPS charges
through base rate mechanisms? (FIPUG)

FIPUG: Yes. FPL is using generating capacity on the
Southern System to meet its basic load requirements. The
cost of this capacity far exceeds the net energy savings.
It is improper to recover it through the fuel clause
because the capacity costs exceed the fuel savings.

FPL: No. FIPUG has failed to establish why the current
treatment of UPS capacity charges is improper. FPL 1is
using the Project and UPS purchases exactly in the fashion
originally envisioned. The Commission opted in the
original oil backout cost recovery proceeding to recover
those charges through the Faoctor, and FIPUG has provided
no basis for the Commission to reconsider that decision.
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In addition, continued recovery of UPS capacity charges
through the Factor assures an accurate cost recovery
subject to true-up. (Waters)

STAFF: The inclusion of capacity charges in FPL's base
rate should be done at the time of the utility's next rate
case, pursuant to Rule 25-17.016(4)(d).

OPC: Public Counsel adopts and supports FIPUG's position
on this issue.

6. ISSUE: Is FPL justified in charging a 15.6% return on
the equity portion of its capital invested in the 500 Kw
transmission lines? (FIPUG)

FIPUG: No. Rule 17.016(4)(e), F.A.C., requires the
utility to use its actual cost of capital for the recovery
period. Use of 15.6% is unjustified.

FPL: Yes. The Commission has the long standing practice
of authorizing FPL to earn on its oil backout investment
at the rate of return on equity authorized by the
Commission in FPL's most recent rate case. This practice
was initiated in FPL's first oil backovt cost recovery
proceeding and continues today. It avoids the Commission
having to determine FPL's cost of equity in the limited
scope of a2 Fuel proceeding. This long starding
application of the 0Oil Backout Rule warrants FPL earning
15.6% on the equity portion of its capita invested in the
500 kV Project since the midpoint of the equity rate of
return range authorized in FPL's last rate case was 15.6%.

STAFF: Rule 25-17.016(4)(e) requires the utility to use
its actual cost of capital for the recovery period. 1In
Staff's opinion, wuse of & 15.6% return on equity
overstates FPL's cost of equity capital and is therefore
inappropriate at this time. In the absence of testimony,
Staff believes that the reduced equity return of 13.6%,
used for this wutility in the tax savings cocket, is
appropriate and more closcly approximates the utility's
actual cost of capital.

OPC: Public Counsel adopts and supports FIPUG's position
on this issue.



ORDER NO. 21755
DOCKET NO. 890148-EIl

PAGE

16

ISSUE: What test did the Commission prescribe in Order
No. 11217 to determine, pursuant to Rule 25-17.16(3)(a)l
(the 0il Backout Rule), if the primary purpose of the
project was the economic displacement of o0il fired
generation? (FPL)

FIPUG: Due to dramatic changes in the circumstances which
were projected at the time of FPL's application, the test
which the Commission applied in 1982 has no relevancy to
today's conditions. The changed conditions include the
significant reduction in actual o0il prices from those
projected in 1982; 8 dramatic narrowing in the
differential between the cost of o0il and coal; FPL's
extention of firm purchases of Southern capacity beyond
the 1992 time frame; current projections of load growth by
FPL that indicate that the Southern purchases will be
needed to serve new load growth; indications that FPL will
need additional capacity of its own beyond the extended
Southern purchases (which means that, since all capacity
is needed to serve 1load growth, there can be no o¢il
displacement on FPL's system); and changes in factors
influencing the in-service date and cost of the units
which would have been built absent the Southern purchase.
Under these changed conditions, the Commission--in order
to assure that rates are reasonable--must reject FPL's
static, backward-looking approach and recognize the
primary capacity/reliability function the project
presently provides and will continue to provide. (Pollock)

FPL: The Commission prescribed the “Primary Purpose Test"
as the means of applying Section (3)(a)(l) of the 0il
Backout Rule and determining whether the primary purpose
of the Project was the economic displacement of oil, fired
generation. The test was articulated in Order No. 11217
as follows: *“In our mind, the issue is best resolved by
allocating the fuel costs of the project against the fuel
savings and the capacity costs of the Project against the
capacity savings. We think it proper to allocate costs
and benefits in this case because the Company could have
purchased the coal by wi.® on a non-firm basis, thereby
avoiding the <capacity costs due Southern but also
foregoing the capacity de erral benefits., If the net fuel
savings exceed the cost .f the project, the Company has
met its burden of proof o1 this issue and demonstrated
that the primary purpose of the project is oil
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displacement. The Company has done this in Exhibit
15(j)." (Emphasis added) (Waters)

STAFF: The “"Primary Purpose Test" as outlined in Order
No. 11217.

OPC: Public Counsel adopts and supports FIPUG's position
on this issue.

8. ISSUE: Does the Project still pass the Primary Purpose
Test Today, updating for actual oil prices? (FPL)

FIPUG: For the reasons stated in response to Issue 7, the
original exercise is irrelevant, Even if it were
applicable, however, the project would not now pass. FPL
has understated the transmission line's revenue
requirements (by wusing the project value net of
accelerated depreciation) and has overstated savings (by
continuing the 1982 assumption that Martin 3 would have
been needed in 1987).

FPL: Yes, and this is uncontested. Mr. Waters' Document
No. 4 shows that the Project still passes the Primary
Purpose Test after accounting for much lower actual oil
prices than originally projected. Thus, the primary
purpose of the Project is still the economic displacement
of oil. Even Mr. Pollock acknowledges in his direct
testimony that the Project still passes the Primary
Purpose Test. (Waters)

STAFF: Yes.

OPC: Public Counsel adopts and supports FIPUG's position
on this issue.

S. ISSUE: Under the Oil Backout Rule is a post qualification
change in oil prices gro.nds for "disqualifying®™ a project
or ceasing recovery of 2 project through the 0il Backout
Cost Recovery Factor? (TPL)

FIPUG: The Commission has an overriding statutory
obligation tc assure that 1323 remain reasonable, and a
demonstrated ability to revisit actions when warranted by
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changes in circumstances which affect the reasonableness
of rates or the propriety of perpetuating past decisions.
The backout rule is not an exception to these
requirements; instead, it must be interpreted and applied
in light of them. Further, the difference in o0il prices
is but one of the changes in circumstances which warrant
termination of the o0il backout charge. Others include
changes in load growth and in the duration and function of
the Southern purchases.

FPL: No. It is .clear from statements by Staff, other
parties and Commissioners that once a project qualified
under the Rule, the Company is to be allowed to continue
to recover costs through the Factor regardless of a change
in future oil prices. This intention is also reflected in
the Oil Backout Rule. (Waters)

STAFF: No.

OPC: Public Counsel adopts and supports FIPUG's position
on this issue.

ISSUE: Are there changed circumstances that warrant
discontinuing recovery of the Project and associated power
purchases through the Oil Backout Cost Recovery? (FPL)

FIPUG: Yes. The oil backout mechanism was an
extraordinary response to extraordinary conditions--the
high and rising cost of o0il relative to coal. FPL invites
the Commission to take the “ostrich approach® to
regulation; that is, focus on the expectations of 1982,
and hide from the events, developments and realities of
seven years. The circumstances envisioned in 1982 simply
have not bera realized. To suggest that radically
different factors bearing on relative fuel prices, the
in-service date of deferred capacity, and load growth do
not constitute a scenario fundamentally different from the
one envisioned when the :urcharge was approved is not
credible. (Pollock)

FPL: No. FIPUG's alleged (hange circumstances are either
irrelevant or inconsistent w.th the Commission's original
qualification determination. ¥hll¢ actual o0il prices have
been lower than projected, the Project will economically
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displaces o0il and passes the Primary Purpose Test. In
addition, it has always been recognized that beginning in
1987 the Project would have capacity deferral benefits and
the Unit Power Sales ("UPS") purchases would be used to
meet some load growth. This is not a changed
circumstance, this is simply a realization of FPL's
original projections. The important fact, that the net
fuel savings of the Project exceed Project revenue
requirements over the initial ten vyears, remains
unchanged. There are no changed circumstances that warrant
discontinuing recovery of the Project-and associated power
purchases through the Factor. (Waters)

STAFF: No.

OPC: Public Counsel adopts and supports FIPUG's position
on this issue.

ISSUE: Were the Martin Coal Units 3 and 4 deferred as a
result of the Project and the original UPS purchases?
(FPL) :

FIPUG: The issue, as framed, mentions both the project
and the original UPS purchases. The project was committed
and would have been built regardless of whether it
gualified under the o0il Dbackout rule. It is true that
Martin 3 and 4 were planned at the time the contract was
entered; however, changes in circumstances occu:rred which
would have deferred the need for Martin 3 (the first unit)
until at least 1991 even if the original purchase had not
been made. The in-service date was affected to the extent
that FPL could have pursued lower costs and could have
assessed emerging technologies (as its witness expressly
hoped in 1982). For these reasons, the 1982 assumptions
as to timing and cost cannot be applied.

FPL: Yes. The removal of the Martin units from FPL's
generation expansion plans from late 1985 onward is
irrelevant to this issue. The Martin Coal Units
indisputably were deferred by the Project and the UPS
purchases. Without the Projec! and the UPS purchases, the
Martin Coal Units would have been built. From 1982
through 1988 they were the most oconomical choice to meet
capacity needs if the Project had not been built and the
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UPS purchases had not been made. The deferral of the
Martin Units by the Project and subsequent lower oil and
gas prices have allowed FPL to plan to employ advanced
technologies to meet load growth in the mid 1990s. This
is an additional! benefit from the Project originally
anticipated but not quantified in Expected Net Savings.
Nonethe;css. these additional Project benefits are real.
(Waters

STAFF: Yes.

OPC: Public Counsel adopts and supports FIPUG's position
on this issue.

ISSUE: Are the capacity deferral benefits of the Martin
Coal Units appropirately included in the calculation of
Actual Net Savings of which two thirds are recovered as
additional depreciation on the 500 kV line? (FPL)

F1PUG: No. As Jeffrey Pollock has established, the
capacity would not have been needed prior to 1991. With
that timing shift, FPL would have had the opportunity to
realize lower cost parameters or Dbetter technologies--
which, said FPL witness Scalf in 1982, were the very
objectives which justified deferral in the first place.
The use of the 1987 and 1988 in-service date for Martin
Units 3 and 4 is the most injurious example of FPL's
static, 1982-based approach to the implementation of the
Commission's original decision. (Pollock)

FPL: Yes. The Martin Coal Units were clearly deferred by
the Project. Without the Project and UPS purchases, they
would have been built and in service by 1987 and 1988.
Because they were deferred FPL's customers have not had to
pay the units' revenue requirements, only UPS capacity
payments. In calculating Actual Net Savings, 2/3 of which
are recovered through the Factor, as additional
depreciation on cthe 500 kV li-e, it is proper to recognize
all Project savings (net _'uel savings and capacity
deferral savings) and all P oject costs (UPS energy and
capacity costs as well as fo.=@gone Martin fuel savings).
Any resulting net savings a:r* recovered as additional
depreciation on the 500 kV line 'PL is not recovering
through the Factor any return on units it has not built.
(Waters) .
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STAFF: Yes.

OPC: Public Counsel adopts and supports FIPUG's position
on this issue.

ISSUE: Are there any oil backout Project tax savings due
to the change in the federal corporate income tax rate?
(FPL)

FIPUG: As framed, this issue misstates the issue raised
by FIPUG's petition. The injury occurs--not in the tax
rate applied by FPL in developing project revenue
requirements--but by the use of 15.6% as the return on
equity. FPL has .efused to apply its tax savings "offer”
of 13.6% ROE to the oil backout project, thereby lowering
customers® tax savings refunds and giving misleading,
understated indications of its overall earned rate of
return. FPL has acknowledged that, if it had incorporated
the 0il backout investment, revenues, and expenses in the
derivation of the 1987 tax savings refund, the refund
would have been higher by $5.1 million. (Pollock)

FPL: No. Consistent with the Oil Backout Rule, FPL has
only collected "actual tax expense” through the Factor.
wWhen the corporate income tax rate was lowered, FPL
reflected this in its oil backout filings. There are no
oil backout Project tax savings.

STAFF: There are no tax savings associated with the oil
backout project. However, Rule 25-17.016(4)(e) requires
the utility to use its actual cost of capital for the
recovery period. In Staff's opinion, use of a 15.6%
return on equity overstates FPL's cost of equity capital
and is 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 tax
savings docket, is  appropriste and more closely
approximates the utility's actual cost of capital.

OPC: Public Counsel adopt: and supports FIPUG's position
on this issue.
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backout Project? (FPL)

FIPUG: As framed, ¢this "issue is irrelevant to the
matters raised by FIPUG's petition. FIPUG maintains that
the issue is not the omission of reports, but the
appropriate response to the reports submitted.
Continuation of the o0il backout factor and the allowance
of accelerated depreciation under the evident
circumstances is unjust and unreasonable.

FPL: Yes. Since 9i]l backout recovery of the Project was
originally approved, the Commission has reviewed the
Project's recovery every six months at an evidentiary
hearing. In addition, the Commission Staff has audited
FPL's ©0il backout filing every six months since April
1985. In the August 1984 o0il backout hearing, extensive
late filed exhibits were filed supplementing FPL's regular
reporting. Also in 1984, a roll in of o0il backout cost
recovery into base rates was considered and denied by the
Commission in FPL's rate case. In 1986 and 1987 summary
reports of the Project were submitted to the Commission.
In addition, when FPL began reflecting Actual Net Savings
for the Project and began recovering additional
depreciation in 1987, this was clearly reflected in FPL's
filings. (Waters)

STAFF: Yes.

OPC: Public Counsel adopts and supports FIPUG's position
on this issue.

ISSUE: Did FPL consider OBO revenue in calculating income
tax refunds to its customers in 1987 and 19887 (FIPUG)

FIPUG: No.

FPL: As the Commission was made aware in the 1987 tax
savings refund proceedirg, FPL did not consider oil
backout revenues in calculating its 1987 and 1988 tax
savings refunds to cusiomers. This is consistent with
Commission policy and Comnission rules. More importantly,
because FPL only recove:s actual income tax expense
reflecting current income (sx rates through the 0il
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Backout Cost Recovery Factor, there are no o0il backout tax
savings to refund due to the change in the federal
corporate income tax rate.

STAFF: No.

OPC: Public Counsel adopts and supports FIPUG's position
on this issue.

ISSUE: Should FPL be required to refund these tax savings
to customers? (FIPUG)

FIPUG: FPL has utilized the 0il backout mechanism as a
device to diminish the tax savings refund received by
customers. By failing to apply the “offered” 13.6% ROE to
this component of its operations, FPL has also understated
its actual realized rate of return. FPL's rationale for
withholding the application of the lower ROE is that the
project is not a part of the company's rate base. FIPUG
disagrees that this is a legitimate basis for excluding
the o0il backout investment and revenues from the tax
savings calculation and regards the practice as nothing
more than a “"partial offer.” In granting FIPUG'sS petition
to require base rate recovery of the costs of the project,
the Commission would remove any basis for exclusion. In
its order, the Commission should direct FPL to include the
0oil backout investment, revenues and expenses in any
pending and future tax savings refund determinations.

FPL: What tax savings? Since FPL has only recovered
through the ©Oil Backout Cost Recovery Factor actual tax
expense reflecting current income tax rates, there are no
0il backout tax savings to refund.

STAFF: 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, additional
funds will be due to ratepayers.

OPC: Public Counsel adopts and supports FIPUG's position
on this issue.
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17. ISSUE: Once the Florida Public Service Commission has

approved a project as an oil oackout project is it
required to continue to collect all costs associated with
the project through an o0il Dbackout surcharge if
circumstances change and the originally projected savings
do not materialize? (FIPUG)

FIPUG: No. The Commission reserved the opportunity to
review FPL's o0il backout project every six months and Rule
25-14.016(4)(d), F.A.C., contemplates that "normally the
remaining unrecovered cost of the qualified oil backout
project shall be rolled into the vutilities base rates
without altering the depreciation period at the utility's
next rate base filing and cost recovered for the qualified
oil backout project through the 0il Backout Cost Recovery
Factor shall terminate ..." At the time FPL's oil backout
project was approved and the rule was adopted, all
utilities were having frequent base rate increases. It
would appear that the rule did not contemplate long term
application of the 0il Backout Cost Recovery Factor. This
is especially unwarranted now that facts have materially
changed.

FPL: Yes. This approach is consistent with the 0il
Backout Rule, 25-17.016, F.A.C. The Commission's original
intent, articulated throughout FPL's qualification
proceeding, the oil backout rule amendment proceeding, and
FPL's initial o0il backout cost recovery proceeding, was
that once a project was qualified, it would continue to be
recovered through the 0il Backout Cost Recovery Factor
unless and until the remaining unrecovered cost of the
Project was rolled into the utility's base rates in a
utility's base rate filing. This is specifically stated
in Subsection (4)(d) of the O0il Backout Rule. In
addition, under that same subsection, even if the recovery
of project costs is rolled into base rates, two-thirds of
the Project's actual net savings are to continue to be
recovered as revenues throu.h the Factor and taken as
additional depreciation wun'il the Project 1is fully
depreciated.

In establishing this pol.cy and codifying it in the
0il Backout Rule, the Commis-i~n was aware that the
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projections on which the qualification decision was made
might deviate from actual experience. Nonetheless, even
with this knowledge that the circumstances might change
and savings might not materialize, the Commission adopted
the 0il Backout Rule and approved projects. it would be
inconsistent with the ©il Backout Rule and prior
Commission pronouncements to discontinue recovery through
the Factor of Project costs due :0 changed circumstances.

It would be particularly unfair to FPL for the Commission
to make such a policy change now since FPL requestad the
roll over of Project cost recovery into base rates in its
1984 rate case, and the Commission denied the request,
opting for continuing recovery through the Factor.

STAFF: Yes. Rule 25-17.016(4)(d) provides that once an
oil backout project is approved, the utility's costs
"shall continue to be recovered through the Oil-Backout
Cost Recovery Factor until such time as they are included
in the base rates of the utility."® Thus, although the
rule allows for a change in the type of recovery during
the course of the used and ‘useful life of the project
(from o0il backout cost recovery to rate base recovery),
the rule does not provide for discontinuance of the
project.

OPC: Public Counsel adopts and supports FIPUG's position
cn this issue.

ISSUE: As a matter of law, can the Florida Public Service
commission 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 use and useful service for more than
25 years? (FIPUG)

FIPUG: Section 366.07, F.S., provides that whenever the
Commission finds rates to .e unreasonably discriminatory
or preferential, it shall ravise the rates. In light of
diminished fuel savings wh.ch are inadequate to justify
the present extraordinar, enerqgy charge, it is
discriminatory to ask presen. customers to pay the full
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cost of a plant that will have a useful life for the next
generation of ratepayers.

The income tax normalization procedure utilized by
the Commission requires present customers to pay income
taxes in excess of the utility's present tax liability to
ensure that today's customers do not get the benefit of
accelerated depreciation to the detriment of future
customers. A logical corollary to this procedure would be
to prohibit a utility from charging today's customers the
full cost of facilities which will be used for 25 years.

FPL: This issue is a direct attack on the 0il Backout
Rule. FIPUG has waived its right to raise this issue by
failing to challenge the Rule or appeal the Commission's
adoption of the Rule. This issue should not be addressed
in this proceeding. There is nothing unfair, unreasonably
discriminatory or unduly preferential regarding the O0il
Backout Rule or its application to FPL. The customers
paying revenues which have been taken as accelerated
depreciation on the Project have enjoyed significant
savings as a result of the Project. The 0Oil Backout Rule
simply authorizes the sharing of those savings until the
Project is fully depreciated. In fact, even with allowing
FPL to recovery revenues and take accelerated depreciation
equal to two-thirds of the Project's actual savings,
current and past customers have benefited from
construction of the Project and are better off than they
would have been if the Project had not been built. Now
that the Project is fully depreciated, customers will
benefit even more.

STAFF: Yes, pursuant to Rule 25-17.016.

OPC: Public Counsel adopts and supports FIPUG's position
on this issue.

ISSUE: Is there any legal basis for charging customers
costs associated with utili.y generating plants that have
not been built, are not under construction and are not
presently projected to be biilt? (FIPUG)

FIPUG: Charging present cus _omers costs associated with
phantom plants is expressly preciuded by the provisions of
Section 366.06, F.S.
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FPL: This so-called issue is totally irrelevant. The
factual premise included in this issue is erroneous and
cannot be established. There is no recovery of costs of
unbuilt generating plants through the O0il Backout Cost
Recovery Factor. FPL does recover and take as accelerated
depreciation costs associated with its 500 kV Project.
The Project is undeniably used and useful and properly
subject to recovery under Section 366.06, Florida Statutes.

STAFF: Agree with FPL. In addition, the ®avoided unit~”
rationale is the same as that used in setting avoided
capacity payments for cogenerators.

QPC: Public Counsel adopts and supports FIPUG's position
on this issue.

ISSUE: Does collection of capacity charges in excess of
fuel savings through a fuel cost recovery charge comply
with the law? (FIPUG)

FIPUG: No.

FPL: Yes. Recovery of purchased power capacity charges
through a fuel cost recovery charge is permissible and
within the Commission's regulatory discretion regardless
of the level of fuel savings. It is certainly consistent
with long standing Commission practice.

STAFF: Yes.

OPC: Public Counsel adopts and supports FIPUG's position
on this issue.

ISSUE: Does Rule 25-17.016(6), F.A.C., require the
discontinuance of the OBCRF when the transmission line
costs are fully recovered? (FIPUG)

FIPUG: Yes. Apparently this will be October, 1989,
unless the Commission grancs FIPUG's petition that
accelerated depreciation charc¢2s be refunded.

FPL: Yes. However, the costs of FPL's Project will not
be fully recovered when the Pro,ec. is fully depreciated
in August, 1989. There will continue to be Project costs
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such as operating and maintenance expenses, property taxes
and a return requirement on nondepreciable land and
prepaid Project income taxes.

STAFF: No. The transmission line itself iz 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.

OPC: Public Counsel adopts and supports FIPUG's position
on this issue.

1SSUE: Whether the doctrines of res Jjudicata and
administrative finality preclude FIPUG's challenge to
continued recovery of the Project and associated purchased
power costs through the Factor? (FPL)

FIPUG: No. Where changes in circumstances render the
continuation of the Commission's earlier ratemaking
decision unredasonable and unwarranted, the Commission has
the ability and the obligation to modify its earlier
action. In 1its original order the PSC reserved
jurisdiction to adjust the o0il backout rate based on
current evidence.

FPL: Yes.

STAFF: Yes, insofar as FIPUG attempts to discontinue such
recovery without substitution of rate base recovery.

OPC: Public Counsel adopts and supports FIPUG's position
on this issue.

ISSUE: Whether FIPUG's requested relief of ceasing
recovery of the Project and associated purchased power
costs through the Factor .3 inconsistent with Rule
25-17.016 and therefore nce permitted by Section
120.68(12)(b), Florida Statute-? (FPL)

FIPUG: No. FIPUG's action is not inconsistent with he
rule. Even if the rule did ot contemplate periodic
review of the o0il backout rate, Rule 25-17.016 must be
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construed and interpreted in light of the Legislature's
requirement that rates be reasonable, and that the
Commission prospectively fix reasonable rates when
existing rates are demonstrated to be unreasonable.
Because the Commission has no authority to adopt a rule
which would contravene this mandate, there is no
inconsistency and Section 120.68(12)(b), Florida Statutes,
is inapplicable.

FPL: Yes.
STAFF: Yes.

OPC: Public Counsel adopts and supports FIPUG's position
on this issue.

ISSUE: Whether FIPUG's requested relief of ceasing
recovery of the Project and associated purchased power
costs through the Factor is premised on an impermissible
test employing hindsight rather than judging circumstances
as they existed at the time recovery was authorized? (FPL)

FIPUG: No. With respect to recovery of the revenue
requirements of the line, FIPUG requests only that the oil
backout surcharge be eliminated prospectively and the
requirements recovered through Dbase rate mechanisms
prospectively, as is appropriate when modifying a decision
to reflect changes in circumstances. With respect to the
claim of “deferral benefits®" which led to an improper
collection of revenues for accelerated depreciaticn, the
commission specifically deferred and reserved the issue of
the appropriate quantification of deferral benefits when
it decided to allow them in the formula. With respect to
both, the Commission has advanced--and the Supreme Court
of Florids has upheld--the proposition that continuing
jurisdiction to review and adjust collections is a legal
quid pro quo for the utility's ability to employ ongoing
cost recovery clauses.

FPL: Yes.
STAFF: Yes.

OPC: Public Counsel adopts and s.p,urts FIPUG'S position
on this issue.
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ISSUE: May the Commission revisit project qualification
under the 0il Backout Rule and cease recovery of an oil
backout project? (FPL)

FIPUG: FIPUG does not contest the original qualification
of the o0il backout project in this proceeding. Because
changes in circumstances render the oi! backout component
of the rate structure presently unreasonable and unjust to
customers, it should be terminated in a manner that will
not be prejudicial to the utility.

FPL: No.

STAFF: No. Absent fraud or a similar occurrence which
would void the initial proceeding, and absent the
substitution of rate base recovery, o0il backout cost
recovery must continue.

OPC: Public Counsel adopts and supports FIPUG's position
on this issue.

ISSUE: Whether FIPUG's argument that the recovery of oil
backout project costs through an energy based charge is
unfair and unduly discriminatory is Dbarred by the
doctrines of res judicata and administrative finality?
(FPL)

FIPUG: No.
FPL: Yes.
STAFF: Yes.

OPC: Public Counsel adopts and supports FIPUG's position
on this issue.

ISSUE: Whether FIPUG's requested relief to discontinue
recovery of o0il backout pr.ject costs in an energy based
0il backout charge is inconsistent with Rule 25-17.016 and
therefore not permitted by Section 120.68(12)(b). Florida
Statutes? (FPL)

FIPUG: No.



ORDER NO. 21755
DOCKET NO. 8950148-EI
PAGE 31

28.

29.

FPL: Yes.

———

STAFF: Yes, absent inclusion of the project in rate base.

OPC: Public Counsel adopts and supports FIPUG's position
on this issue.

ISSUE: Whether FIPUG has waived its ability to challenge
or is estopped from challenging the use of the Martin Coal
units in calculating deferred capacity savings to be used
in the calculation of Actual Net Savings since they have
in three prior proceedings, in which they were a party,
failed to raise the issue, not objected to stipulated
Factors and failed to request reconsideration? (FPL)

FIPUG: No. A corollary to the Commission's established
authority to re-'iew past collections of revenues under
ongoing adjustment clauses is the right and ability of an
affected party to invoke that authority through an
appropriate showing.

FPL: Yes.
STAFF: Yes. FIPUG waived any objection for those

periods. However, this issue is irrelevant. Had FIPUG
objected in any of the three prior proceedings in which
deferred capacity savings were calculated using the
deferred Martin Coal units, the Rule would have required
the same result: once approved, recovery of the proiect
continues.

OPC: Public Counsel adopts and supports FIPUG's position
on this issue.

ISSUE: Whether the requested refund of o0il backout
revenues would constitute illegal retroactive ratemaking?
(FPL)

FIPUG: No. The Supreme Court of Florida has upheld the
authority of the Commiss on to adjust or disallow past
revenues collected throtgh the mechanism of an ongoing
adjustment clause. Furt- er, the refund sought by FIPUG
would not deny recovery of any of the revenue requirements
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associated with the project. If accelerated depreciation
is reversed and those monies are refunded, the
undepreciated value of the investment will be built back
up accordingly, and recovered over a proper period of time.

FPL: Yes.
STAFF: Yes.

OPC: Public Counsel adopts and supports FIPUG's position
on this issue.

ISSUE: Whether FIPUG's argument that FPL cost estimates
for the Martin Coal units are overstated should be heard?
(FPL)

FIPUG: The issue of the Martin coal unit cost estimates
is appropriately raised in this docket because:

1. FPL assumes, without support that
these units would have been built and
in operation in 1987 and 1988,
respectively.

2. Had the units been deferred subsequent
to 1982 because of declining peak load
forecasts, the cost of constructing
these units might have been
substantially affected due to
refinements in the cost estimates and
changes in the construction.

3. FPL has not shown that construction of
these units for 1987 and 1988
in-service date would have been
necessary and that these units would
have been the least cost alternatives
had FPL had entered into the UPS
agreements in 1988.

4. FIPUG's petition alleged that the use
of the Martin plants as the basis for
unit deferral was nappropriate and
the claimed deferral benefits
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illusory. Mr. Pollock's observations
concerning timing of the need for
capacity and appropriateness of cost
parameters constitute further aspects
of this fundamental contention.

FPL: No. This argument appears for the first
itme in Mr. Pollock's testimony. It was not
raised in FIPUG's Petition, so it is not within
the scope of the hearing. In addition, FIPUG
has previously waived this issue due to its lack
of diligence in raising this issue in at least
three proceedings where FIPUG was a party and
chose not to raise the issue. As a defensive
measure, FPL has responded to this new
allegation in its rebuttal testimony, but its
doing so should not be construed as a waiver of
its position that this issue is improper.

STAFF: No.
OPC: Public Counsel adopts and supports FIPUG's

position on this issue.

STIPULATED ISSUES

There are no known stipulations.

MOTIONS

There are no known motions.

Based on the foregoing, it is

ORDERED by the Florida Public Service Commission
these preceedings shall be governed by this

order unless modified by the Commission.
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By ORDER of Commissioner John T. Herndon, as Prehearing
Officer, this day of

g—

, I
JOHN T. HERNDON, Commissioner
and Prehearing Officer

( SEAL)

MER



