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NOTICE OF PROPOSED AGENCY ACTION 
ORDER GRANTING AUTHORITY TO ESTABLISH REGULATORY LIABIL I TY 

BY THE COMMISSION : 

NOTICE is hereby given by the Florida Public Service 

Commission that the action discussed herein is preliminary i n 

nature and will become final unless a perso n whose intere sts are 

s ubstantially affected files a petitio n f o r a f o rmal proceeding , 

pursuant to Rule 25- 22 . 029 , Florida Administrative Code . 

By Order No . PSC- 97 - 0652-S-EQ, issued June 9 , 1997 , this 

Commission a ppro ve d a stipulatio n conc erning the di s pute d issues 

and the accounting treatment related t o Flo rida Powe r Corporation ' s 

{"FPC" or "the Company" ) purchase o f the Tiger Bay Li mi ted 

Partnership cogeneration facility and the terminatio n o f related 

purc hased power contracts . Pursuant to the stipulatio n , a 

regulatory asset of approximately $370 million, re l ated to t he 

termination of the contracts, was c rea t ed (" Tiger Bay regu l ato ry 

asset") . This regulatory asset is being amortized by using the 

s a v i ngs realized from the early termination of the c ontrdcts . It 

i s e xpected t hat t he r egulatory asset wi ll b e f ully amo r t ized by 

2008 using t his me tho d o l o g y. The st ipulatio n al so p r o vides , 

howeve r , that FPC has the disc r e t ion t o a cce l erate a mo rti zatio n o f 

t his r e gulatory asset if and when earnings pe rmit. FPC ' s 
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ratepaye r s will not receive any of the savings associated with 

e rmination o f the contracts until the entire Tiger Bay regulato ry 

dSse is fully amortized . 

By letter dated November 12 , 1998 , FPC in formed us that it 

estimates the Company ' s 1998 earnings will reach a level sufficient 

o allow it to i ncrease t he amount o f the Tiger Bay r egulatory 

asset amortization . FPC s tated , however , t hat it is con side ring 

several possible unspecified rate initiatives that might allow its 

ratepayers to receive the benefit o f 1998 earnings sooner than i f 

additiona l amortization is booked . To allow the Company time to 

more t ho r oughly explore and develop such i n i tia ti ves , FPC 

requested that it be allowed to defer an unspecified amount o f 1998 

earnings . This deferral would c reate a regulatory liabil ity to be 

disposed of in the future . FPC has agreed that interest would be 

a cc rued on t he deferred earnings . 

Since no proposal for disposition o f the deferred 1998 

earnings has been presented, we cannot presently dete rmine whe the r 

the requested deferral will , in fact , result in a more immediate 

benefit to FPC ' s ratepayers than accelerated amortizatio11 of the 

Tiger Bay regulatory asset. However , we believe it is not in t he 

best interests o f FPC' s ratepayers to preclude FPC from offering 
any plan o r proposal that migh t a ccomplish thi s e nd. Given FPC ' s 

assurances that any deferred 1998 earnings , plus interest , will be 

applied against the Tiger Bay regulatory asset if a proposal is 

either not filed or not approved by this Commission, we find that 

FPC ' s request should be approved. 

In its request , FPC stated that it would file either a 

proposal , or a notification that no proposal would be filed , at 

some time during 1999. Due to the unspecified nature o f an y 

proposal t hat FPC might o ff er and the time required to adequaLely 

review any such proposal , we are concerned with the lac k of a date 

certain for fili ng a proposal . Therefore , we direct FPC to file 

any proposal that it intends to offer in this docket by May 1, 

1999 . This deadline will provide FPC five months from the date o f 

our vote on this matter to more thoroughly evaluate and develop any 

al ternative proposal for disposition of its 1998 deferred earnings . 

Further , this deadline will provide the Commission sufficient time 

to evaluate and dispose of the proposal prior to the end of 1999 . 

If a proposal i s not filed by May 1, 1999 , FPC s hal l i mmediately 
apply any 1998 deferred earnings , plus i nterest , to the Tige r B y 

regulatory asset. 
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f o r earnings surve il lance reporting purposes , we find that 

fPC' s 1998 deferred earnings should be included in the Company ' s 

capita l s truc ture as a separate line item using the ac t ua l lri te rest 

rate applied to t he deferred earni ngs . When wo rking capital i s 

computed , interest-bearing liabilities are excluded from the 

calculation . fPC' s deferred earnings regulatory liability will be 

i nterest bearing . In r econciling the rate base and the capital 

structure , the adjustment to exclude interest-bearing liabil itie s 

i nc reases the total amount of capital . The capital struc ture c an 

be inc reased on a pro rata basis over all sources of capital o r on 

a s pec ific basis over one o r more sources of capital. If the 

reconciliation is made pro rata , the Company will earn i ts ove rall 

cost of capital on the balance of the deferred earnings . However , 

the Company would only be accrui ng interest at the commercial paper 

rate which is less than its overall cos t of capital . Accordingly , 

we find that fPC' s 1998 deferred earnings should be included i n t he 

capital structure a s a separate line item using the ac tual interest 

rate applied to calculate the interest . 

Based on the foregoing , it is 

ORDERED by the florida Public Service Commission t ha t florida 

Power Corporation' s request for authority to establish a regulatory 

liability to defer any 1998 earnings f or dis position in 1999 is 

hereby granted . It is further 

ORDERED that florida Power Corporation s hall file a proposal 

concerning the disposi t ion of any 1998 deferred earnings by May 1 , 

1999 , in this docket . If flo rida Power Corporation does no t file 

such a proposal by May 1, 1999, it shall i mmediately apply all 1998 

deferred earnings , plus interest , toward amortization o f the Tiger 

Bay regulatory asset. It is further 

ORDERED that , f or earnings surveillance r e port ing purposes , 

florida Power Corporation shall include any 1998 deferred earnings 

in i ts capital structure as a separate line item, using the actual 

i nte r est rate applied to the deferred ea rnings . It is furthe r 

ORDERED that this doc ket shall remain open pending the final 

disposition of any 1998 deferred earnings of florida Power 

Corporation. 
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By ORDER of the Florida Public Service Commission this 22nd 

day of December , ~-

BLANCA S. BAY6, Director 
Division of Records and Reporting 

By : "mt.~ 
Ka y'Fln :ctiief 
Bureau of Records 

( S E A L ) 

WCK 

NOTICE OF FURTHER PROCEEDINGS OR JUDICIAL REVIEW 

The Florida Public Servi ce Commission is required by Section 

120 .569 ( 1) , Florida Statutes , to noti fy parties o f any 

administrative hearing o r judicial review of Commission o rde r s that 

is available under Sections 120 . 57 or 120 . 68 , Flo rida Statutes , as 

well as the procedures and time limits that apply. Th is not ice 

s hould not be construed to mean a ll request s f or a n administrative 

hearing o r judicial review will be gran ted o r result i n the relief 

sought . 

Me d i atio n may be a vailable o n a 
mediatio n is conducted , it does not 
interested person ' s right to a hearing . 

case-by-case basis . If 
affect a substantially 

The a ction proposed herein is preliminary in nature . Any 

person whose substantial interests a re affected by t he actio n 

proposed by this order may file a petition fo r a formal proceeding , 

in the form provided by Rule 28- 106 . 201 , Florida Administrative 

Code. This petition must be received by the Director, Divis ion of 

Records ~nd Reporting, 2540 Shuma rd Oa k Boulevard, Tallahassee , 

Florida 32399-0850 , by the close o f business o n Ja nuary 12 . 1999 . 

In the absence of such a petition , this order shall become 

effective o n the day subsequent to the above da te . 
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Any objection or protest filed in t h is docket befor e the 

issuance date o f this order is considered abandoned unless it 

satisfies t he foregoing conditions a nd is re ne we d with:i n he 

DpPc iLi•d proLesL p~:!riod. 

If t his order becomes final and effective o n the date 

described above , any party substantially affected may request 

judicial review by the florida Supreme Cour t in the case of an 
electric , gas o r telephone utility or by the first Distric t Cou r t 

of Appeal in the case of a water o r wastewater utility by filing a 

notice of a ppeal with the Directo r , Division o f Records and 

Reporting and filing a copy of the notice o f appeal and the filing 

fee with the appropriate court. This fili ng must I c ompJ etcd 

within thirty ( 30) days o f the effective date o f this orde r , 

pursuant t o Rule 9 . 110 , fl orida Rules of Appellate Procedure . The 

notice of appeal must be i n the form specified i n Rule 9 . 900(a) , 

florida Rules of Appel late Procedure. 
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