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Blanca S. Bayo, Director 

Division of Records and Reporting 
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Re: Docket No.: 000824-EI 

Dear Ms. Bayo: 

On behalf of Florida Industrial Power Users Group, (FIPUG), enclosed for filing and 
distribution are the original and 15 copies of the following: 

... Motion for Expedited Customer Rate Relief by Florida Industrial Power 
Users Group. 

Please acknowledge receipt of the above on the extra copy of each and return the 
stamped copies to me. Thank you for your assistance. 
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In re: Review of Florida Power 
Corporation’s earnings, including 
effects of proposed acquisition of 
Florida Power Corporation by 
Carolina Power & Light 

Docket No. 000824-E1 

Filed: June 12,2001. 

MOTION FOR EXPEDITED CUSTOMER RATE RELIEF 
BY FLORIDA INDUSTRIAL P O W R  USERS GROUP 

The Florida Industrial Power Users Group (FIPUG) moves the Florida Public Service 

Commission (Commission) to take action under the provisions of $366.076, Florida Statutes, 

to grant expedited rate relief to the customers of Florida Power Corporation (FPC) and as 

grounds for its motion states: 

1. The Commission opened this docket on July 7,2000 for the purposes enumerated 

in the caption of this pleading. 

2. 

3. 

A 1997 Commission-approved base rate freeze expires June 30,2001. 

In FPC’s last general rate case, Docket 910890-EI, the Commission authorized 

FPC to earn an after tax return of 12% on the equity component of its rate base. The 

Commission further allowed the return to float up to 13% as a “range of reasonableness.” 

4. This 1992 authorized return is 100 basis points higher than the current return set 

for Florida Power and Light Company in 1999 and exceeds the Commission staff model for 

utility industry ROE presented to the Commission on May 1 5fh in Docket 01 0006-WS by 240 

basis points, Using the staff model in that docket, the Commission established an “authorized 

1 



range of return on common equity of water and wastewater utilities.” The statewide authorized 

return for the current year for more risky water and wastewater utilities is “Return on Common 

Equity = 8.41 % + 0.73 l/Equity Ratio.” The same criteria applied to FPC would result in a 2001 

return of 9.6%. 

5 .  A staff memorandum filed in this docket on May 3,200 1, based on discovery and 

o€ficial filings submitted by FPC, found that for the calendar year 2000, FPC earned far above 

the ceiling of the range of reasonableness afforded FPC in 1992, “approximately 17.02%,” on 

the equity component of its rate base after the payment of federal and state income taxes. This 

is 502 basis points over the Commission 1992 authorized return and 742 basis points over the 

200 1 staff model for the electric industry. Each 100 basis point increment for FPC is equivalent 

to $3  1 million in after tax earnings. 742 basis points represents an after tax over earning of $230 

million. Customers pay $372.6 million to enable the utility to earn $230 million after taxes. 

Staff concluded in its memorandum that as of July 1,2001, FPC will have after tax earnings of 

$1 13,894,794.00 in excess ofthe 13% ceiling; of the range of reasonableness established for FPC 

in 1992. The sum is unquestionably far more than current market conditions would justify. 

6. On March 21,2001 in Order No. PSC-01-0710-PCO-E1 in Docket 010001-EI, 

the Commission authorized FPC to collect an additional $1 3 2 million from customers through 

its fuel cost recovery clause on top of the $190.8 million increase that became effective January 

1, 2001. Under current law, utilities are guaranteed the full recovery of their fuel costs even 

when their base rates may be excessive. 

7. Customers will feel the maximum brunt of this $322.8 million he1 cost rate 

increase during the next four months. 
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8. On May 14,2001, FPC filed a “Petition For Approval Of Proposal To Resolve 

Outstanding Issues” in which it acknowledged that for the year 2000 its base rates, after income 

taxes, garnered at least $92,000,000 more than its target eamings and offered to temporarily 

reduce rates for customers by $30 million of this amount beginning July 1,2001. It would keep 

the rest under an accelerated accounting depreciation concept. 

9. On May 15th, the Commission reacted to its Staffs recommendation and FPC’s 

proposal by ordering FPC to file Minimum Rate Case Filing Requirements (MFRs) by 

September 1 5th using a 2002 test year. It further ordered that FPC retain $1 13.8 million “subject 

to refund.” If the Commission follows its current policy on funds held subject to refimd, FPC 

will be allowed to use the funds and charge customers interest on this portion of the excess rates 

customers have heretofore paid in anticipation that FPC may have to pay interest when and if 

the money is refunded. 

10. In the event the Commission ultimately determines that utility eamings should 

be reduced to a “range of reasonableness’’ based on current market conditions, it will reduce 

base rates permanently and likewise order a one-time refund, including the interim interest 

collected from customers. This will cause base rates to go down and then to go up again after 

the refund credit is exhausted. The dual rate reduction will occur well after the current suITLlller’s 

he1 cost crunch and may not happen at all if proposed legislation now pending before the 

legislature is enacted freezing base rates for all Florida utilities. 

11. FIPUG, on behalf of all customers, strongly recommends to the Commission a 

simpler approach that will give customers immediate rate relief at a time when it will do the most 

good. A base rate reduction of $1 13,894,794 divided by FPC’s projected annual sales amounts 
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to .3 12 cents per kwh or $3.12 per month for a residential customer with a modest summer 

consumption of 1 OOO/kwh. 

12. A current reduction in base rate over earnings to the ceiling of the 1992 

authorized range of retum on equity will effectively mitigate the $3.7 1 fuel surcharge increase 

that became effective April 1,2001. 

13. The Commission has legal authority to order a rate reduction of this amount to 

take place July 1,200 1. The reduction can be flowed through the fbel clause. 

14. If FPC concludes that the findings that justify such Proposed Agency Action 

(PAA) are unwarranted, it can request a hearing on the limited issues to protect its rights. 
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WHEREFORE, FIPUG petitions the Commission under the provisions of $3 66.0 76, 

Floridu Statutes, to enter a PAA based on information in the record in this docket and generally 

known indisputable facts ordering FPC to reduce its base rates by $3.12/mwh month beginning 

with the first billing period after July 1,2001 and flow the reduction through the FPC fuel cost 

recovery clause. 

John W. McWhirter 
McWhirter, Reeves, McGlothlin, Davidson, 
Decker Kaufman, Arnold & Steen, P.A. 
400 North Tampa Street, Suite 2450 
Tampa, Florida 33602 
(8 13) 224-0866 Telephone 
(813) 221-1584 Telefax 

Vicki Gordon Kaufman 
McWhirter, Reeves, McGlothlin, Davidson, 
Decker Kaufinm, Amold & Steen, P.A. 
117 South Gadsden Street 
Tallahassee, Florida 323 01 
(850) 222-2525 Telephone 
(850) 222-5606 Telefax 

Attorneys for Florida Industrial Powers 
Users Group 
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CERTIFICATE OF SERVICE 

I HEREBY CERTIFY that a true and correct copy of the foregoing has been hrnished 
by U.S. Mail or (*) hand-delivery to the following parties on this 12th day of June, 2001. 

(*)Robert V. Elias Richard Zmbo  
Division of Legal Services 
Florida Public Service Commission 
2540 Shumard Oak Boulevard 
Tallahassee, FL 32399-0850 

Attorney for FICA 
598 SW Hidden River Ave. 
Palm City, FL 34990 

Jack Shreve 
Roger Howe 
Office of Public Counsel 
c/o The Florida Legislature 
11 1 West Madison Street, Room 812 
Tallahassee, FL 32399- 1400 

Ron LaFace 
Seam M. Frazier 
Attorneys for Florida Retail Federation 
Greenberg, Traurig Law Firm 
101 E. College Avenue 
Tallahassee, FL 32301 

James A. McGee 
Florida Power Corporation 
Post Office Box 14042 (BT15) 
St. Petersburg, FL 33733-4042 

Paul Lewis, Jr. 
Florida Power Corporation 
106 East College Avenue, Suite 800 
Tallahassee, FL 32301-7740 

Michael Twomey 
Sugarmill Woods Civic Assn. 
Post Office Box 5256 
Tallahassee, FL 323 14-5256 

b L L ; r b & ?  
Vicki Gordon Kaufman 
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