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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In re: Fuel and Purchased Power Cost 
Recovery Clause and Generating 
Performance Incentive Factor 

DOCKET NO . 900001- EI 

ORDER NO. 23906 

ISSUED: 12- 20 - 90 

The following Commissioners participated in the d i s position of 
t his matter: 

MICHAEL McK. WILSON, Chairman 
THOMAS M. BEARD 

BETTY EASLEY 

NOTICE OF PROPOSED AGENCY ACTION 

ORPER GRANTING Mip-COUBSE COBRECIION OF FUEL COST RECOVERY FACTOR 

BY THE COMMISSION: 

I 

NOTICE is hereby given by the Florida Public Service I 
Commission that the a c tion discusse d herein is prel1rninary in 
nature and will become final unless a person whose interests are 
adversely affected files a peti tion for a formal p r oceeding, 
pursuant to Rule 25-22.029 , Florida Administrative Code . 

on November 20, 1990 , Florida Power & Li ght Company ("FPL" ) 
filed a petition to revise the fuel adj • s t ment fac t or previous y 
approved for Janua ry, February, and March, 1991 . FPL alleged that 
if tho fuel adjustment factor is not incre ased, the utility will 
experience a fuel cost underrecovery of $66.8 millio n, which is 
approxicately 9 . 4 \ of its estimate d fuel and purchased power costs 
for the current period . The utility pointed out that residual oi l 
prices increased approximately $3 per barrel over the prices 
initially p rojected , and the net energy for l oad for October, 1990 
was 8.9\ higher than projected . 

In Order No. 13694, issued in Docket No. 840001- EI, we 
established a mid-course correction procedure t o p reven t 
substantial fluctuations in customer bills resulting f rom large 
unanticipated over- or unde rrecoveries : 

When a utility becomes awaro that its projected fuel 
revenues , applicable to a given six-month recovery 
period, will result in an over- or underr ecovery in 
excess of 10\ of its projected fuel costs for the period, 
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the utility shall so advise the Commissi on through a filing 
promptly made. Failure to comply wit h this r equirement will 
result in the disallowance of i nterest on that portio n of any 
underrecovery in excess of 10\. 

Orde r No. 13694 at 6 . 

The order also requires the utility to include a r equest for 
hearing to r evise the fuel adjustment factor if in its j udgment 
s uch revision would not be impractical . While FPL did not r equest 
a heari ng, it did request adjustment of the factors, effective with 
meter readings scheduled on or afte r January 3 , 1991 and continuing 
through March 31. We find that it would not be practical to 
schedule a h earing on FPL's petition at this time, and instead, 
will take action in this Proposed Agency Ac tio n Orde r . 

The underrecovery projec t ed by FPL does not reach the 10\ 
level referenced i n Order 1 o. 13694, but the magnitude of the 
amount, along with the importance of avoiding accumulation of a 
l a rge unde rrecove ry, prompted the reques t for the mid - course 
correction. 

We have reviewed FPL ' s oil price projections and find them to 
be r easonable, based on p rices reported by Platt ' s Oilgram for 
October a nd November , 1990. We estimate that the unit price of gas 
will increase similarly. FPL also points to nuclear fuel and coal 
cos t changes as contributing to its projec t e d underrecovery. At 
the time we approved FPL ' s present fuel cost recovery factors i n 
Augus t, 1990, we were awa r e tha t fuel pri~e~ would likely increase 
due t o the Iraqi invasion of Kuwait. 

By Order No. 21325 , we approved a mid-cour se correction for 
this utility i n 1989. As reflected in that order, one of the 
purposes of levelizing fuel cost recovery is to prevent consumer 
"rate shock", which may be caused by volatile fuel prices . We find 
that approval of the mid-course correction r equest e d by FPL would 
similarly help a void excessive rate shock in tha t it wil l lessen 
the accumulation of a fuel cost unde rrecov e ry. We therefore 
approve tho mid- course correction as requested by FPL . 

We note t ha t there has been no prudency review of FPL ' s fuel 
estimates and expenditures , a nd we do not necessarily o::gree or 
d isagree with FPL ' s figures at this time. If the increase in fuel 
recovery i s not ultimately approved in the Februa ry, 199 1 fuel 
adjustment hearing, r atepayers will receive a r efund with interest . 



204 

ORDER NO. 2390 6 
DOCKET NO. 900001-EI 
PAGE NO. 3 

However, if we do not approve this mid-course correction but the 
adjustment is ultimately approved in February, FPL would be 
entitled to collect interest from its ratepayers. it is, 
therefore, in the best interest of FPL's ratepayers to approve the 
mid-course correction. We also find, as we did in connection with 
this utility ' s last mid-course correction, that the magnitude of 
the projected underrecovery makes it preferable t o imp l ement the 
revised factors on January 3 , 1991 . 

The factors derived for FPL's var1ous rate classes have been 
reviewed, and we find that they were calculated us ing the same 
methods that have been accepted in the past. Attachment "A" to 
this order shows the levelized, on-peak and off-peak f actors fo~ 
each rate class and compares bills for 1,000 kWh of r e sidential 
consumption before and after the mid-course correc tion. 

It is therefore 

ORDERED by the Florida Public Service Commission that Florida 

I 

Power & Light Company's Petition for AdJustment to its Fuel I 
Adjustme nt Factors is hereby granted. It is further 

ORDERED that the factors s hown in Attachment " A" hereto are 
hereby approved, beginning with meters read on or after January 3, 
1991. It is further 

ORDERED that this docket r emain open. 

By ORDER of the Florida Public Service ~ommission, this 2 0 t h 
day of DECEMB ER 19 90 

STEVE TRIBBLE, Director 
Division of Records and Reporting 

(SEAL) 

900001X.mer by·~~ Chit: BilleaUfReCOfds I 
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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. 

The action proposed herein is preliminary in nature and will 
not become effective or final , except as provided by Rule 25-
22.029, Florida Administrati ve Code . Any person whose st.:::>stantial 
interests are affected by the action proposed by this order may 
file a petition for a formal proceeding, as provided by Rule 25-
22.029(4), Florida Administrative Code, in the form provided by 
Rule 25-22.036(7) (a) and (f), Florida Administrative Code . This 
petition must be received by the Director , Division of Records and 
Reporting at his office at 101 East Gaines Street, Tallahassee, 
Florida 32399-0870, by the close of business on 

J anuary J O , 1991 

In the absence of such a petition, this order shall become 
effective o n the day subsequent to the above date as providPd by 
Rule 25-22.029(6) , Florida Administrative Code. 

Any objection or protest filed in thi s docket before the 
issuance date of this order is considered abandoned unless it 
satisfies the foregoing conditions and is renewed with i n the 
specified protest period. 

If this order becomes final and effective on the date 
described above, any party adversely affected may r equest judicial 
review by the Florida Supreme Court in the case of an electric , gas 
or telephone utility or by the First District Court of Appeal in 
the case of a water or sewer utility by filing a notice of appeal 
with the Director, Division of Records and Reporti ng and filing a 
copy of the notice of appeal and the filing fee wi h the 
appropriate court. This filing must be completed within thirty 
(30) days of the effective date 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), Florida Rule~ of 
Appellate Procedure. 
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I BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In re: Petition for approval of amended 
cogeneration agreement between Florida 
Power & Light Company and AES Cedar Bay , 
Inc. 

DOCKET NO 900686- EQ 

ORDER NO . 23907 

ISSUED: 12 - 20 - 90 
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The following Commissioners participated in the disposition of 
this matter: 

MICHAEL McK. WILSON, Chairman 
THOMAS H. BEARD 

BETTY EASLEY 
GERALD L. GUNTER 

FRANK S. MESSERSMITH 

NQTICE OF PROPOSED AGENCY ACTION 

ORPER APPROVING SECONP AMENPEP 
COGENEBATION AGREEMENT BETWEEN FLORIDA POWER 

& LIGHT COMPANY ANP AES CEDAR BAY. INC. 

I BY THE COMMISSION: 

I 

NOTICE is hereby given by the Florida Power Service Commission 
that the action discussed herein is preliminary in nature and will 
become final unless a person whose i nterests are adversely affected 
files a petition for a formal proceeding, pursuant to Rule 25-
22.029, Florida Administrative Code. 

CASE BACKGROUND 

In accordance with Commission rules , AES Cedar Bay, Inc. (AES) 
and Florida Power & Light Company (FPL) negotiated a contract for 
the purchase of cogenerated firm energy and capacity dated May 6 , 
1988 . Pursuant to Order No. 21468, issued June 28, 1989, the 
Commission approved this agreement as amended on November 9, 1988. 

On August 10, 1990 , Florida Power & Light Company (FPL) filed 
a petition for approval ot Amendment No . 2 to the Agreement for the 
Purchase ot Firm Capacity and Energy between AES Cedar Bay, Inc . 
and Florida Power & Light Company. FPL contends that this recond 
revision is necessary in order to allow FPL to economically 
dispatch the AES Cedar Bay facility. In its petition, FPL requests 
that the Commission make the findings that: ( 1) the Amended 
Agreement is reasonable, prudent a nd in the best interest of FPL's 
ratepayers; (2) the Amended Agreement contains adequate security 
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based on AES Cedar Bay's financial stability; (3) no costs in 
excess of full avoided c osts are likely to be incurred by FPL over 
the initial term of the Amended Agreement; (4) all payments for 
energy and capacity made by FPL pursuant to the Amended Agreement 
may b o recovered from FPL' s customers; ( 5) FPL sha 11 not be 
required to resell the energy and capacity purchased pursuant to 
the Amended Agreement to another electric utility as long as their 
retention is the best interest of FPL's ratepayers ; and , (6) the 
Amended Agreement is consistent with the "determl.nation of need" 
granted by the Commission by Order No. 21491 issued on June 30, 
1989. 

On October 23 , 1990 the Commission i.ssued Order No. 23651 -
Notice of Proposed Agency Action - Order Approving Secong Amended 
Cogeneration Agreement Between Florida Power and Light Company and 
AES Cedar Bay . Inc . Florida Powor and Light Company timely filed 

I 

a Petition on Proposed Agency Action regarding that order. The 
petition disputed the correctness of certain statements in the 
order; to wit, the standard of comparison for negotia ted contracts I 
for the sale of firm capacity and energy. The petition did not 
request a hearing, but sought to preserve the r i ght to a hearing . 
The petition did seek the issuance of an amended order wi th 
different language concerning the standard o f comparison. 

PISCUSSION 

The Commission's current rules on the appr oval of negotiated 
contrac s require the comparison of the contract to the cumulative 
present value of deferral of the statewide avoi ded unit. Th ' s 
comparison was provided by AES and the Amended Agr eement is shown 
to be belo w the cumulative net present value of deferral of the 
statewide avoided unit including a 20\ risk factor . As part of its 
petition , FPL provided a comparison of the Original and the Amended 
Agreement to show that the Amended Agreement is projected to be 
slightly below the Original Agreement on a cumulative present worth 
basis. The figures provided by AES and FPL coincide and are shown 
on Attachment A. We find that the amendments to the agreement are 
virtually revenue neutral and are less than the value of deferral 
of the appl i cable statewide avoided unit . 

The Original Amendment stated that the initial committed 
capacity of tho facility will bo "at least 180 MW a nd not greater 
than 250 MW." This agreement was considered in concert with the 
need determination proceeding for this project . The Amended I 
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Agreement contains identical language. At the time of the need 
determination proceeding, it was anticipated that the steam 
requirements of Seminole Kraft would limit the electrical output of 
the AES facility to approximately 225 MW. A redesign in the 
Seminole Kraft Mill has reduced its steam requirements and allowed 
for a subsequent increase in the electrical output of the AES 
Facility to a pproximately 250 MW. Since the language in the 
Amended Agreement allows for a range of committed capacity , just 
like the original agreement, we find that the Amended Agreement is 
consistent with the determination of need granted by this 
Commission pursuant to Order No. 21491. 

In Docket No . 881570-EQ (the original contract petition) we 
issued Order No. 21468 approving the contract and finding it 
appropriate for cost recovery in accordance with Rule 25-17 . 083 (2), 
Florida Administrative Code . That rule defines three cri teria to 
be considered in making a determination of prudency for cost 
recover y purposes . These criteria may be summarized as: 

(a) The purchase can reasonably be 
expected to res ult in the economic 
deferral or avoidance of capacity 
construction from a statewide 
perspective; 

(b) The cumulative present worth of t he 
payments for firm energJ and 
capacity are no greater than the 
cumulative present value of the 
deferral of the statewide avoided 
unit; and 

(c) The agreement contains adequate 
security provisions to protect 
ratepayers in the event AES Cedar 
Bay fails to perform pursuant to the 
terms of the agreement. 

As previously stated, this Second Amended Agreement pr~vides 
for payments for energy and r.:apacity which have cumulative net 
present value of less than the cumulative present value of deferral 
of the statewide avoided unit. Tho Second Amended Agreement 
appears to contain greater security provisions for FPL's ratepayers 
than the original agreement. The record is devoid of evidence 

211 
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suggesting any basis for ltering our previous finding that "the 
purchase ... can reasonably be expected to result in the economic 
deferral or avoidance of additional capacity construction by 
Florida utilities from a statewide perspective . " We therefore 
find that this amended agreement meets the criteria of Rule 25-
17 . 083(2) and that payments for energy and capacity made by FPL 
pursuant to the Amended Agreement may be recovered from FPL • s 
customers. 

Since tho agreement (1) contains adequate security for FPL's 
ratepayers; (2) has a cumulative net present value of less than the 
cumulative present value of deferral of the statewide avoided unit, 
( 3) is consistent with t ,he determination of need granted by the 
Commission in Order No. 21491, wo find that the Amended Agreement 
is reasonable , prudent and in the best interest of FPL's 
ratepayers. 

I 

A finding that FPL should not be required to resell the 
capacity and energy is not necessary or appropriate to make a I 
determination concerning the merits of this contract amendment. As 
stated in Order No. 22424 "the question of whether FPL is requi~ed 
to resell, and if so , at what price, is best addressed by this body 
when such a transactio n takes place or a substantially affected 
person alleges that such a transaction should have taken place . " 

Based on tho foregoing, it is 

ORDERED by the Florida Public Service Commission that the 
petition filed by Florida Power & Light company for the approval o f 
the Amended Cogeneration Agreement with AES Cedar Bay, Inc. should 
be and is hereby granted. It is further 

ORDERED that the Petition on Proposed Agency Action filed by 
Florida Power and Light Company is in this docket hereby dismissed . 
It is further 

ORDERED that if no substantially affected person timely files 
a protest to this Notice of Proposed Agency Action, this docket 
shall be closed. It is further 

ORDERED that this Order s hall become final unless an 
appropriate petition for formal proceeding is received by the 
Division of Records and Reportinq, 101 East Gaines Street , 
Tallahassee, Florida 32399-0870, by the close of business on the I 



I 

I 

I 
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date indicated 
Review. 

By ORDER 
20th 

(SEAL) 

RVE:bmi 
900686 . bmi 

in the 

of the 
day of 
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Notice of Further Proceedings or Judicial 

Florida Public Service Commission , this 
DECEMBEB Jgs..o 

STEVE TRIBBLE, Director 
Division of Records and Reporting 

by·~ 
Chet:sureauotfiecords 

NOTICE OF FUBTHER PROCEEOINGS OR JVPICIAL REVIEW 

The Florida Public Service Commission is required by Section 
120 . 59(4), Florida Statutes, to notify parties of any 
admin istrati ve 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 judicia l review will be granted or result in the relief 
sought. 

The action proposed herein is preliminary in nature a , d will 
not becooe effective or final, except as provided by Rule 25-
22.029 , Florida Administrative Code. Any person whose substantial 
interests are affected by the action proposed by this order may 
file a petition for a formal proceeding, as provided by Rule 25-
22 . 029(4), Florida Administrative Code, in the form provided by 
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Rule 25-22. 036(7)(a) and (f), Florida Administrative Code . This 
petition must be received by the Director , Division of Records and 
Reporting at his o f fice at 101 East Gaines Street, Tallahassee, 
Florida 32399-0870, by the close of busines s on 

Janua ry 10 , 199 1 

In the absence of suc h a petition, this order shall become 
effective on the day subsequent to the above date as provided by 
Rule 25-22.029(6), Florida Administrative Code. 

Any objection or protest filed in this docket before the 
i ssuance date of this orde r is considered abandoned unle ss it 
satisfies the foregoing conditions and is renewed withi n the 
specified protest period. 

If this order becomes final and effective on the date 
described above, any party adversely affected may reque s t judicial 
review by the Florida Supreme Court in the case of an electri c, gas 

I 

or telephone utility or by the First District Court of Appeal in I 
the case of a water or sewer utility by filing a notice o f appeal 
with the Director, Division of Records and Reporting and filing a 
copy of the notice of appeal and the filing fee with the 
appropriate court. This filing must be completed within thirty 
(30) days of the effective date 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}, Florida Rule s of 
Appellate Procedure. 

I 
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I SUMMARY OF PAYM ENTS PURSUA:J'!' TO 
FPL/ AES AMENDED CONTRACT ($ 000) - -- -- ----------

-:;;era..; 

1995 
STANDARD 

OFFER ORIGINA L N1ENOI.:D 
YEAH CONTRACT AGREEMENT AGnCL:MC!IT 

"' ""' -- -- - ·-=--===· -= 
1990 $0 $0 $0 
199 1 $0 so $ 0 
1992 so $0 ')0 

1 993 S7~,93 G S65 , 0Jl S6S, no 
1 99 4 $81, 9 4 7 S68,701 $68 , 58 4 
1995 S74,21J $71,776 $71, 6~2 
1996 S78,770 $75,038 $7 4 ,906 
1997 $83 ,655 $78 , 353 $78 ,::>}.; 
1998 $88,757 $81,87J $01,726 
1999 $94,228 $85 ,4 6 5 $85 , 310 
2000 $100,054 $89,!:>11 $0'). )<j l 
200 1 $ 106 , 180 $93,094 $') 2 ,9 22 
2002 $1 1 2 ,71S $96, 4 98 $96,):>0 
?.003 $ 119 , 92 1 $101,044 $100,8~~ 

2004 $127 , 3 1 6 $10 5 , 660 $ 10~ , .; I 0 
200':> sus , 081 $110, 500 $ 11 0.~<36 

I 
2006 $1 4 3 , 376 $115 , 6'Jb Sll~.t.'/1 
2007 $152 ,201 $ 1 2 1, 2 4 9 $ 1:U , 00') 
2008 $16 1 , 580 $126, 890 s 1 ~ 6 , 6) ., 
2009 $17 1, !:>13 $1)2 , 880 ~11:>,620 

20 10 $ 182 ,1 0, $ lJ 9 , JfJ'~ C:lJ'J,IO'J 
:> 0 I 1 $ 193 , 23~ $1H• , 1:> t. s 1 ·1 ', , <l :> () 
2 0 1:> $20!:> ,161 $1 ~) , 0'J4 $)',).,7/:1 

201J $217 , 788 $lt.) , J5/ ~ 1 ·~ J , 0 I 'J 
201 4 $23 1,1 68 $ 150,720 <;l'•v, 1'>'> 
20 1 ~ $2 45,370 $1!>9, 6 .; } ':l!j'),:> ; <.J 

2016 $ 2 60 , 1\4 ', $167 , t.68 ~ 1 ()/, 0!.> 1 
20 17 $:>16 ,44 7 $176 , 5)0 ~· l 7 '~ • 1 .; () 

... .. 
Ill V (J ')fJQ) $80':> , 8 11 $() 7 0, 9] f.) 

I 
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