
BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In Re: Fuel and Purchased Power 
Cost Recovery Clause and 
Generating Performance I ncentive 
Factor . 

DOCKET NO. 970001-EI 
ORDER NO. PSC-97-0021-FOF-EI 
ISSUED: January 6, 1997 

The following Commissioners participated in the disposition of 
this matter: 

J. TERRY DEASON 
JULIA L. JOHNSON 

DIANE K. KIESLING 

ORDER APPROVING MID-COURSE CORRECTION FOR 
GULF POWER COMPANY 

BY THE COMMISSION: 

On November 22, 1996, Gulf Power Company (Gulf) filed a 
petition for approval of a mid-course correction to its currently 
authorized Purchased Power Capacity Cost Recovery factors (capacity 
factors ). The calculation of Gulf's c apacity factors for the 
period October, 1996 through September, 1997 approved at the 
August, 1996 hearings includes $10,735,529 in estimated payments 
under the Southern Company electric system's Intercompany 
Int erchange Contract (IIC) . Actual data now a v ailable for 
October, 1996 and revised data for November , 1996 through 
September, 1997 indicates that Gulf's payments pursuant to the IIC 
for October, 1996 through September, 1997 will be $5,383,394, or 
$5,352,135 less than the estimate included in the current capacity 
factors. 

The projected overrecovery results from a proposed revision to 
the IIC currently pending before the Federal Energy Regulatory 
Commission (FERC) . The Southern Company filed IIC Amendment No. 6 
with FERC on May 10, 1996. The FERC has reviewed and accepted this 
filing, subject to refund. In March 1 997 , FERC will hold a hearing 
to fully examine IIC Amendment No. 6. 

Under the IIC capacity equalization process, each operating 
company in the Southern Company electric system determines its load 
responsibility and available capacity to serve its load for the 
month. Any capacity remaining after a company meets its load 
responsibility and contract sales obligations is considered reserve 
capacity which is available for purchase by other operating 
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companies with inadequate capacity to meet their projected demand 
and reserve requirements . Thus, an individual operating company 
may be deficient and purchase additional capacity in a given month, 
or have excess capacity and sell its surplus to the pool . 

The proposed rev~s~on to the IIC primarily changes the 
methodology for pricing monthly reserve capacity transactions. 
Historically, Southern Company based the price of capacity on t he 
average cost of a fossil fue l plant , because large coa l plants 
produced the majority of the energy . To reflect the rec ent trend 
in generation expansion, the new pricing methodology is based on . 
the price of a combustion turbine plant which is typically cheaper 
and faster to build than a coal plant. As a result o f this proposed 
change, operating companies will be able to buy capacity from the 
pool at a lower cost; however, companies which sell capacity to the 
pool will receive a lower price . 

CUrrently, Gulf is a net buyer of capaci ty. Therefore, the 
proposed changes to the IIC will lower Gulf's projected capacity 
payments to the pool for October , 1996 through September , 1 997 . 
Should Gulf become a net seller, Gulf will receive a smaller credit 
than under the old pri cing methodology. 

There has been no prudence review of Gulf's capacity payments 
and we do not necessarily agree or disagree with Gulf's est i mates 
at this time. In addition, we have not reviewed IIC Amendme.1t No. 
6 because the Southern Company's electric sy.stem is subject to 
FERC's jurisdiction. As noted above, FERC has accepted Southern 
Company's filing, subject to refund. Gulf belie ves FERC will grant 
final approval with no or minor modifications. 

We have reviewed the capacity factors derived for Gulf's 
various rate classes and find that they were calculated using the 
same methods we have accepted in the past. Attachment A of this 
Order reflects the capacity factors for each class and compar es 
bills for 1,000 kWh of residential consumption before and after 
this capacity factor adjustment . 

One of the purposes of mid-course corrections as d escribed in 
Commission Order No. 13694 is to assure a levelized fuel adjustment 
and avoid rate shock ratepayers experience when factors are 
adjusted. Although this order only refers to fuel cost, the intent 
of this order applies to all adjustment factors. A mid-course 
correction to Gulf's capacity factors will result in lower rates, 
therefore it is in the best interest of the ratepayers t o approve 
Gulf's request. 
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Gulf has requested an effective date beginning with the first 
billing cycle in January, 1997. Although this effective date falls 
short of the normal 30-day notice requirement, we bel ieve this 
treatment is warranted given t he magnitude of the projected 
overrecovery. Gulf's customers should benefit from the decrease in 
the capacity factor at the earliest practicable time . Therefore, 
we approve Gulf's decreased capacity factors, as shown in 
Attachment A, effective with the first billing cycle in 
January, 1997. 

Based on the foregoing, it is 

ORDERED by the Florida Public Service Commi ssion that Gulf 
Power Company's capacity cost recovery factors, as shown on 
Attachment A, are approved , effective beginn i ng with the f irst 
billing cycle in January, 1997 . It is further 

ORDERED that if a protest is filed in acco rdance ~ith the 
requirement set forth below, the tariff shall remain in effect with 
any increase in revenues held subject to refund pending resolution 
of the protest. It is further 

ORDERED that this docket shall remain open. 

By ORDER of the Florida Public Service Commission, this 6th 
day of January , ~-

(SEAL) 

VDJ 

., 
BLANCA S. BAY6, Director 
Division 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 t o mean all requests f or an administrative 
hearing or judicial review will be granted or result in the relief 
sought. 

The Commission's decision on this tariff is interim in nature 
and will become final, unless a person whose s ubstantial interests 
are affected by the act ion proposed files a petition for a formal 
proceeding, as provided by Rule 25 -22.036(4), Florida 
Administrative Code, in the f orm provided by Rule 
25-22.036 (7) (a) (d) and (e ) , Florida Administrative Code. This 
petition must be received by the Director, Division of Records and 
Reporting, 2540 Shumard Oak Boulevard, Tallahassee, Florida 32399-
0850, by the close of business on January 27, 1997. 

In the absence of such a petition, this order shall become 
final on the day subsequent to the above date. 

Any objection or protest filed in this docket before the 
issuance date of this Order is considered abandoned unless it 
satisfies the foregoing conditions and is renewed within the 
specified protest period . 

If this Order becomes final on the date described above, any 
party adversely a ffected may request 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 
wastewater utility by filing a notice of appeal wit h the Director, 
Division of Records and Reporting and f i ling 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 date this 
Order becomes final, 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) , Flo~ida Rules of Appellate Procedure. 
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ATTACHMENT A 

PROPOSED CAPACm' COST RI:COVERY FACTORS 

For tbc hriod: J.....,., 1997 - March 1997 

COMPANY RATESCHEDULE 
PPL • 

TPC 

nco 

GULF • 

RSI 
OSI 
OLJ/SLI 
su 
OS2 

OSDI 
OSLDIICSI 
OSLD21CS2 
OSLD31CS3 
lSSTI D • ROC/SOD 
SSTIT • RDCISDD 

SSTID • ROC/SOD 

cn.co.cn.co 
CD..CT 
MET 

RS 
OS. Truii!Diuioa 
OS. Primary 
05-Socoodary 
OS · loo-.4 Loed F~ 
OSD-T,_juioa 

OSD-Primary 
OSD-Socoodary 
CS • T111'P"i•aioa 
CS-Primuy 
CS · Secaadary 
IS-T 111'P"iuion 
IS-Primary 
lS-Secaadary 
LS • Liabtilw Semcc 
RS 
OS,TS 
OSD,EV·X 

OSLD,SBF 
lS-I A. 3,SBI·l A. 3 
SUOL 
RS.RST 
OS,OST 
OSD,OSDT 
LP,LPT 
PX.PXT,RTP 
OS-LOS-D 
os-m 
OS-IV 
SBS 

• 

RECOVI.RYFACJ'OR 
<CJ.HTS na ICWB) 

0.621 
O.S62 
0.102 
0.39S 
0.407 

RECOVERY FACTOR 
(DOUARS Pt:Jl JCW) 

$2.14 
S2.1S 
$2.19 
S2.1S 
$0.28 
$0.27 
$0.28 
$2.2 1 
$2.20 
$2.31 

RECOVERY FACTOR 
(CV.'TS PO ICWB) 

1.030 
0.801 
0.809 
0.817 
O.S63 
0.670 
0 .677 
0 .684 
O.S61 
O.S67 
0 .573 
O.S62 
O.S61 
O.S13 
0.20S 

0.191 
0.191 
0.146 

0.130 
0 .0 11 
0.024 

0.071 
O.o7S 
O.OS6 
O.OSI 
0 .042 
0 .019 
0 .04S 

mo 
$0.13 
$0.13 
$0.13 

0.()9.4 C"\1-WII 

O.OS3 
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