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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In re: Petition by Flor:ida Industrial 
Power Vsers Group to Classify and 
Properly Allocate and price FLORIDA 
POWER AND LIGHT COMPANY's off-system 
Capacity Costs from other utilities, 
Cogenerators and Independent Power 
Producers (IPPs) 

) 
) 
) 
) 
) 
) 
) 
) 

DOCKET NO. 910580-EQ 

ORDER NO. 24840 

ISSUED: 7/23/91 

The following Commissioners participated in the disposition of this matter: 

THOMAS M. BEARD, Chairman 
J. TERRY DEASON 

BETTY EASLEY 
MICHAEL McK. WILSON 

ORQER OPENING A G&NERIC DOCKET, APPROVING FLQBIDA POWER AND 
l,!IGHT COMPANY'S PROPOSED METHOD OF CALCULATING AND ALLOCATING 

CA?ACITY CHARGES IN A CAPACITY COST RECQYERX FACTOR. 
AND CLOSING A DOCKET 

BY THE COMMISSION: 

Pursuant to legislative directive, this Commission has 
actively encouraged Florida's electric utilities to purchase power 
from reliable generating sources in order to minimize the 
construction of new uti 1 i ty generation facilities. As more 
cogeneration and independant power projects come on line, the cost 
of purchased capacity will become an increasing percentage of 
utility fuel and purchased power costs. 

Currently, purchased power costs, including oil backout costs, 
are recovered through the fuel cost recovery mechanism on an energy basis. If a utility were to build generation facilities to serve the same capacity needs that it serves from purchased power, however, the demand related portion of the plant would be allocated 
to customer classes on the basis of their contribution to demand 
determined in a utility's approved cost of service study. There 
is, therefore, a potential for conflict between treatment of the cost of plant built to meet capacity needs and the cost of capacity 
purchased to serve the same needs. 

Florida Industrial Power Users Group (FIPUG) has filed a 
petition to change the way in which Florida Power & Light (FP&L) classifies, allocates and prices the off-system capacity purchased 
from other utilities, cogenerators and independent Gower ff~~.ucer_s,... Doc ,1,1;:1 'T I ~ .f!,- ,) - f1 ~ I " 
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·FrPu~: ~ai~t~'!ti~·;In <its ..• peti tlon .-·t.llaf ··--a llocati~n pf ~ capa~ity cos.ts 
on. fe1ctors. othet:"- than (:!nergy ·.is. necessary · ~.): establish proper •:price 
signals, and _to' avoid_Uil~Ue .discriminat:io,r:i aga~ns~ 'high _•loa~ factor 
customers •.. FIPUG's .•..... P(:!tition.<proposes,.a\ f_ormula-: that uses 
·allocators derived fronra·_traditional cost···of seivice·.study to more 
properly allocate purchil!Jec\ 'capaci~y C()Sts~ .·. · · 

. ''In its. response to ·F.n~UG's p~tltionr:· FP&L appears to agree 
that a demand-based·mechanisl!l_forallocation of capacity costs for 
purchased power maybe more.appropriate than the present energy
based mechanism~ _.though itproposes a·-differen.t method to allocate 
those-capacity costs.; FP&Lbelieyes that prospeceive recovery of 
capacity payments . on . ei> demand.·· basis .. is ~:onsistent . with . the 
treatment of non-nu_cl.E!l\r projection costs 1J1 FP&L' s base rates. 
f'P&L/suggests theu~e>of a separate· recpye~y·factor for capacity 
costs: tl'lat >8.PP].ies the· average load fac,tor for each, . class to 
projected-,class< KWH sales ·•to determine prgjected demand. FP&L 
submitted·: an , illustrative tariff,· _to-.: be ·effect! ve in Octob~r of 
1991., · tl'lat ince:rporates· FP&L' .g suggested. meth_od,o}oqy. 

.. . 
Weaddressed,the issue of capacity cost recovery Pl"eviously in 

Florida:P:ublicut:illties coinpany's.recent rate.cases for Marianna 
and Fernanc11na iBeacb";;/ (see Docket No~ a a 0558, Ord~r :No. 2153 2 ; and 
Docket No. '881056, prder No.'-22224). In those cases, we assigned 
the.demand 'portion of the utility's purchased power cost to rate 
classes using thedeinand allocator derived in the approved cost of 
service .·study. . . 

The Coalition of Local Governments has petitioned to intervene 
in this proceeding. 

FIPUG's petition focuses.on t:he manner in which Florida Power 
and Light Company recoyersits purchased capacity and the question 
of how.FP&L's-different CIJ.stomer classes should share in this cost. 
Webelieve, however, that:.the recovery()f tl'le cost of off-system 
capacity purchas,f!e; has become_an important issue for all investor-
owned utilities~ ardtherefore•we belie"e•that we. should consider 
the issues from an 'industry-:wide, perspective~ .. We will initiate a 
gener,ic: docket to c?nsider ·uniform definitions and proc~dures by 

I 

I 

which iUl •Investor-owned electric utilities .will identify and 
assign· __ purchased capacity costs. . A generic docket will enable us 
to ·.invest:.19afe>'>all relevant issues .thoroughly in· a single 
comprehensive ·preceeding •. -. This will ensure that all the utilities I 
will freat like'_costt:; in the same way, and th.at any cl)ange in the 
treatment of purchased capacity costs will occur· in an orderly 
manner. 
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A generic dpcket with ·the express purpose of addressing the 
issues raised in t:his petition. eliminates . t}le need for this 
separate utility-specific docket, arid therefore we will close 
Docket No. 910580-EQ.into the generic docket. 

In the. meantime, until we have the opportunity to fully 
consider all possible alternatives for allocating purchased 
capacity costs in the.generic'docket, we favor Florida Power and 
Light's suggested use of a .separate recovery factor for capacity 
costs, .as that recovery factor 'is· described in its response to 
FIPT;'G Is petition and .;ncorporated;in the t<lriff submitted with the 
re::.::::..~ns.::. At our agenda con::.:;r:•.mce t.o rcv.io-.· FIPUG 1 s petition, 
FIPUG indicated thati~ too agreed with FP&L 1 s suggested approach. 
We l<lill take t~e opportunity to evaluate the tariff and the 
approach fully a.s; a specific issue in>(.)t.ir hearing in Docket No. 
9lOOO:L~EI,·.rn re; Fuel and and Purchased Power Cost Recoyery 
Clause aJJd·Generating Performance Incentive Factor. The hearing in 
that docket;. is scheduled for August 21-23, 1991. 

It is.therefore 

ORDERED- that the Petition to Intervene by the coalition of 
Local Governments is granted.- It is further 

ORDERED by the Florida Public Service c:ommission that 
a generic. docket shall be opened to investigate the recovery of 
off-system capacity purchases by Florida's investor-owned electric 
utilities. ·It is further 

ORDERED tha_t Florida Power and Light Company 1 s proposed method 
of calculatingand allocating.capacity charges in a capacity cost 
recovery factor is hereby approved, subject to our full review of 
the proposal as an issue in our hearing in Docket No. 910001-EI, 
schduled for August 21-23, 1991. It is further 

ORDERED that this docket sha 11 be closed into the generic 
docket when that docket fs established. 

ORDERED that t~1is Order shall become final unless an 
approprJate petition for formal proceeding is received by the 
Division of Records and Reporting, 101 East Gaines Street, 
Tallahassee, Florida 32399-0870, by the close of business on the 
date indicated in the Notice of Further Proceedings or Judicial 
Review. 
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By ORDER .of the Florida Pllblic Service Commission, this 23rd 
day of JUI.Y · , 

·Repor.ting 
MCB 
( S E A'L ) 

I 

The·:F:iorida'Pu.t>l1c service.commission·isre:q:uired.by section 
120. 59(4}~ 'Florida · Statutes~ .. to.\ . notify parties of any 
admiriistrative·hearing or judicial review of commiiSsion:.orders that I 
is available unciE!.r Sections 120~57 or 120.68 1 Florld~i·st:atutes, as . 
owe.ll as:the.proc:edures: and ···time lililits ··tt1atapply;:· ±tillS notice 
shoilldnot.beconstrued to mean.all:requests for an;administrative 
hearing or •judicial· review will be· granted.···.orresult .. ·.in the relief 
sought.. · · · · · · · 

Any party ~civerselyaffected by ~hec6mmlssion•s final action 
in ·this matter. may r~quest:' l)' rec.onsideration of the decision by 
filing a motion for.reconsid~ration.~ith the Director, Division of 
Reco.cds and Reporting within,'fifteen (15) .days .. of· ine 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 ele9tric,>gas or telephone utility or the 
First District_ court 'of' Appeal -in the case of a water or sewer 
utility by filing· a notlc£; of. appeal.with.thc Director, Division of 
Rec()rds and Repo;t:ing and f i 1 ing a. 'copy .9f .. t:he' notice·. of appeal and 
the. filing·. fee····•with the· appropriate "court. ··',This ·filing mu_st be 
C()mple~ed within thirty,,(30). days after tt1e issuanc:e of this order, 
purs\laptto Rule 9~110,.Florida Rules of Appellate Procedure. The 
notice·ofapp(!!al must be in the form specifiec) lf1.Rule 9.900 (a), 
Florida R:lJ.les ofi Appellate Procedure.·· ·· · · · 
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