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BEFORF. THE FLORIDA PUBLIC SERVICE COMM ISSivN 

In re: Petition for approval of 
modification& to the real time 
pricing demonstration tariff , 
Rate Schedule RTP- 1, by Florida 
Power Corporation . 

DOCKET NO. 9711 72 - EI 
ORDER NO . PSC-97-14 86-FOF-EI 
ISSUED : November 24 , 1997 

The following Commiss ioners participated i.n the disposition of 
this matter: 

JULIA L . JOHNSON, Chairman 
J . TERRY DEASON 
SUSAN F. CLARK 

DIANE K. KI ESLING 
JOE GARCIA 

ORDER APPROVING TARIFF MODIFICATION 

BY THE COMMISSION: 

In May 1996 , this Commission approved Florida Power 
Cor poration ' s (FPC) experimental Real Time Pricing (RTP) Rate 
Schedule in Docket No. 960316-EI. Under t h e RTP ra te , customers 
are provided with 24 hourly energy prices by 4: 00 p . m. of the day 
before they are applicable. On September 5 , 1997 , FPC fi l ed a 
petition to modify the method by which these hourly energy prices 
are determined. 

The existing RTP rate consists of a fixed customer charge , a 
fixed two- part demand c harge that recovers t ransmissio n and 
d istribution costs, and a variable energy charge . The energy 
c harge varies hourl y , and the customer is notified by 4: 00 p.m. 
what the charge will be for each hour of the following day . The 
propose d change to the RTP rate affects o nly the manner in which 
the energy charge is determined . The remaining rates , terms, and 
conditions of the RTP experimental program are unchanged . 

The existing hourly RTP ene r gy charges are determined by 
summing the following four components: 
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1. A non-fuel energy charge that varies each hour based o n f PC ' s 

system lambda; 

2. A fuel cost recovery f actor charge tha t varies each hour based 

on FPC's system lambda; 

3. The Energy Conservation Cost Recove ry c harge appl icab le t o the 

GSD-1 rate class; and 

4 . The Capacity Cost Recovery charge appl icable t o t he GSD-1 r a te 

class. 

The proposed change to the RTP energ y charge wo u l d modify 

components 1 and 2 of the r ate , as discus sed i n the fol l owing 

paragraphs . Components 3 and 4, wh i c h are ident ical to t he Energy 

Conservation and Capacity Cos t charges that would ha ve been paid 

had the customers remained on their c urre nt rate , wi l l not c har1ge . 

Non-Fuel Ene rgy Cha rge 

The existing non- fuel energy charge is designe d to r ecover t he 

embedded generation- related costs to se rve RTP customers. I t i s 

determined by multiplying a fixed fa c t o r o f 1 . 695 cents per 

kilowatt-hour (kWh) by a facto r that varies eac h ho ur based o n a 

projectio n of FPC ' s system lambda. Sys t e m lambda r e present s t h e 

incremental cost of generating the next megawa t t-hou r , based o n 

available generation and system load at any give n point i n time . 

The fixed 1.695 cents per kWh compo ne nt r e p resents t he base 

rate generation revenues (based on hi s t o r ical d a t a) paid by tho se 

customers eligible for the RTP rate. The pro posed c hanges do no t 

alter the method used to set this factor ; ho weve r , t he fac t o r is 

updated to reflect more rec ent histo ri cal data. The new f a ctor , 

based on calendar year 1996 data , is 1.63 1 cents pe r kWh. 

FPC proposes to change the method used to de t e rmine t he hourly 

factors that are applied to the 1 . 63 1 cen ts pe r kWh f ac t o r. 

Instead of the current method, wh i c h uses s ys t em l ambda to shape 

the hourly prices, the proposed change would use sys tem megawa tt 

(MW) load requirements. 

Under the existing RTP rate , the variable facto rs a r e a 

function of the annually updated one-year pro jection o f FPC ' s 

hourly system lambdas. The derivatio n o f the f a c t o rs i s suc h that 

the result i ng RTP hourly prices will recover , o n a project e d b a sis , 
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the total emb.edded production plant c o sts attributable to the RTP 
customers. The RTP rate i s t hus designed to b e revenue neutral 
with r espect to base rate generation costs . 

Although FPC has signed RTP s e r vice agre ements with thr ee 
customers, it has never billed a ny customers unde r t he e xisting RTP 
rate. In September 1996, befo re the first bil ling unde r the RTP 
rate, FPC's Crystal River Unit 3 nuc l ea r plan t wa s s hut down . It 
is not expected to return t o s erv i c e until late this year . As a 
result, FPC's incremental cost s i n c r eased significantly, the RTP 
hourly prices exceeded the o r igina l f o r ecast , and FPC never 
commenced billing under the RTP ra te . 

FPC contends that the i nhere nt d i ff iculty in projecting syst e m 
lambda makes it unsuitable t o use as a determi nan t of e nergy prices 
under the RTP rate. FPC proposes i nstead to use FPC' s system load 
to shape the hourly RTP prices. FPC be l ieve s that the one- ye a r 
proj ection of system l oad is more accur ate t han the p r ojection of 
system lambda required under t he e x isting r ate. 

The proposed rate d ivides FPC 's s ystem MW load into six 
levels, and assigns a facto r to e a ch t hat is a pplied to the fixed 
factor of 1.631 cents per kWh: 

~ 
Less tha n 3 , 000 MW 
Between 3,000 and 4,500 MW 
Between 4,500 and 6,000 MW 
Between 6,000 and 7 ,000 MW 
Between 7,000 and 7 , 500 MW 
7,500 MW and higher 

Factor 
. 10 
. 50 

1. 75 
3 . 00 
5 . 00 

10 . 00 

Thus, for example, during t hose hours when s ystem l oad is 
projected to be between 4, 500 a nd 6 , 000 MW, the non- fuel energy 
component of the RTP ho url y ene rgy charge would be (1 . 631* . 50 ) = 
. 816 cents per kWh. The fac t o rs shown above will be updated 
annually, based on a projection o f syste m load fo r t he following 
year. The factors will be d e t e rmined in a ma nne r tha t i nsur es tha : 
the non-fuel energy component, on a p rojected bas i s, will recover 
the same amount of generatio n rela ted r e venues a s the existing 
GSDT-1 rate. The revised rat e is thus designed to be reve nue 
neutral, as is the exis t ing ra te . 
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Fuel Cost Recovery Charge 

The existing RTP energy rate contains a factor that represents 
the fuel costs associated with serving the customers. Like the 
non-fuel energy charge, this factor is also designed to vary hourly 
based on FPC's system lambda. 

Under the proposed change , t he fuel charge paid by RTP 
customers would no longer vary hourly , but would be the same 
tariffed fuel charge paid by FPC's General Service Demand Time- of ­
Use (GSDT-1 ) customers . As discussed above , FPC believes that 
system lambda is subject to excessive volatility, and should not be 
used to set the RTP energy prices. 

Conclusion 

We are concerned that the proposed modifications may result in 
a rate which provides weaker price signals to customers. The 
purpose of the RTP experiment , as stated in our orde r approving it , 
is to " ... e valuate c ustomer responses to hourly energy prices.n By 
diluting the hourly price signals, the revised RTP rate may not 
produce the desired shift in usage from high cost hours to lower 
cost hours. 

We believe, ho wever, that the advantages of the proposed 
changes outweigh this concern . The existing design of the RTP rate 
may make it unattrac tive t o potential customers . The projection of 
system lambda requires the utility to estimate for each hour of the 
year unit availability, heat rates , system load, fuel prices , and 
variable O&M costs . Bec ause of the uncertainty i n projecting 
system lambda for a year in advance , and the resul ting potential 
volatility in RTP energy prices, customers may be l e ss willing to 
commit to the RTP experimental rate. 

The proposed change to the RTP ra te requires only an annual 
pro jection of system load. In addition, the fuel component of RTP 
customers' bills will no l o nger change hourly , but will be se t at 
the otherwise applicable GSDT-1 rate. Thus under the newly 
designed rate only the non-fuel energy component will vary hourly , 
instead of both the fue l and non- fuel energy components. We agree 
that this projection is subject to less volatility than the 
estimate of system lambda. These changes should make the rate more 
attractive to potential customers, and we find that they should be 
approved. 
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FPC is not current ly r e cove ring the costs o f t he RT P 
experiment through the Energ y Con servation Cost Recovery Clause , 
although they may at s ome f uture d a te seek such r eco very i f it c an 
be demonstrated that the program provides pea k dema nd reduc t ions o r 
other savings. 

Based on the foregoing, i t i s 

ORDERED by the Florida Public Service Commission that Flo r i d a 
Power Co rporation' s proposed mod i f ications to i ts Rea l Time Pricing 
Demonstration Tariff , as desc rib ed i n the bod y of th i s Or der , are 
approved . It is further 

ORDERED that the effective da te of Florida Power Corpo ration ' s 
pro posed modificatio ns to its Real Time Pr icing Demo ns t ra tion 
Tari f f, as described i n t he bod y of this Order , is No vember 7 , 
1997. I t is further 

ORDERED that if a prote st is f i l ed in acco rda nce wi th t he 
requirement set fo~th below, the t a r iff sha ll r emain in eff e c t wi th 
a n y increase in revenues held subject to refund pe nding resolution 
o f the protest. It is furt her 

ORDERED that if no protest is f i led i n acc o r dance with the 
requirements set forth below, t hi s docket shall be clo sed . 

By ORDER of the Flor i d a Pub l ic Service Commissio n this 2 4t h 
day of November , 1997 . 

( S E A L ) 

WCK 
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NOTICE OF FURTHER PROCEEDINGS OR JUDICIAL REVIEW 

The Florida Public Service Commission is required by Section 
120.569(1), 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. 

Mediation may be available on a 
mediation is conducted, it does not 
interested person's right to a hearing. 

case- by- case basis. If 
affect a substantially 

The Commission's decision on this tariff is interim in nature 
and will become final, unless a person whose substantial interests 
a re affected by the action proposed files a petition for a formal 
proceeding, as provided by Rule 25- 22.036{4) , Florida 
Administrative Code, in the form 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 December 15 , 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 i s considered abandoned unless it 
satisfies the foregoing conditions and is r enewed within the 
specified protest period. 

If this Order becomes final on the date described above, any 
party adversely affected 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 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 comple ted wi thin thirty (30) days o f 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), Florida Rules of Appellate Procedure. 
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