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Roger Howe, Gail Fels
FROM: Charlie Guyton
RE: Letter Ruling Request Draft Per Order No. 22268
DATE: January 8,1990

As you know, FPL was directed in Order No. 22268 to
draft and distribute within 60 days of the vote in Docket No.
890148-EI a draft request for an IRS letter ruling on whether an
amortization rate other than the Company's composite
amortization rate may be applied to the amortization of
investment tax credits associated with FPL's 0il Backout
Project. Enclosed is the draft FPL proposes to send to the IRS.

As we understand Order No. 22268, all parties are to
have an opportunity to participate in drafting the final request
to the IRS. We propose the following schedule to facilitate
that process:

January 24, 1990: Comments, suggested revisions or
secondary opinions submitted to
FPL

On or before FPL contacts all parties to arrange
January 31, 1990: meeting to discuss second draft.

Hopefully, the initial draft is sufficiently objective to avoid
significant revisions or controversy. If additional ncctinqs
are necessary, they can be scheduled. If no meeting -
necessary based on initial comments, it need not be schedulod »
Please advise me as to whether you find the proposed approac
satisfactory.

Beth Salak (w/encl.)
Anne Casseaux (w/encl.)
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cc: Steve Tribble (w/encl.) E
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DRAFT AS OF 1/5/90

January __, 1990

HAND DELIVERED

Internal Revenue Service

Associate Chief Counsel (Technical)
Attention: CC:IND:D:C

Room 6561

111 Constitution Avenue, N.W.
washington, D.C. 20224

Dear Sir:

Based on the facts and authorities hereinafter
set forth, Florida Power & Light Company (Company) re-
spectfully requests that the Internal Revenue Service
(Service) issue a ruling with respect to the Federal in-
come tax consequences resulting from the adoption by the
Florida Public Service Commission (FPSC) of Order No.
22268 (Order) (attached), which requires a rapid flow back
of unamortized investment tax credits associatea with
certain property the costs of which have been fully
recovered in rates. Revenues relating to that aspect of
the Order which is the subject of this ruling request will
be collected subject to refund ntil the Service issues
its ruling.

DOCUMENT N'!MZZR-DATE
00192 JAN-8 B3I
FPSC-RECORDS/REPORTING



The Company is uncertain as to whether the
treatment of Investment Tax Credits (ITC) under the Order
complies with the requirements of section 46(f) of the
Internal Revenue Code of 1986 (Code) and Regulations
section 1.46-6. Accordingly, the Company seeks a ruling
from the Service on this issue.

For purposes of section 6110 of the Code, no
information other than names, addresses and other identi-
fying information, including the FPSC order number, need

be deleted.

STATEMENT OF FACTS

A. Taxpayer
The Company (EIN #59-0247775) is an investor-

owned public utility incorporated in the State of Florida
and is a wholly-owned subsidiary of FPL Group, Inc. (EIN
$59-2449419). The Company is engaged in the operation of
an integrated electric public utility system involving the
generation, transmission, distribution and sale of elec-
tric energy in thirty-five counties within the State of
Florida.

The Company’s address is 9250 W. Flagler Street,
Miami, Florida 33174. FPL Group, Inc. files a consoli-
dated Federal income tax return with its affiliated cor-

porations, including the Company Attached hereto as
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Exhibit A is a complete list of companies which join with
FPL Group, Inc. in the filing of a consolidated return.
The return is filed with the Internal Revenue Service
Center in Chamblee, Georgia on a calendar year basis using
the accrual method of accounting. The Company is under
the audit jurisdiction of the District Director of
Internal Revenue in Ft. Lauderdale, Florida.

In 1972, the Company made a timely election,
pursuant to section 46(f) (2) of the Internal Revenue Code
of 1954, as amended, to use the ratable flow-through
method of accounting and ratemaking for the ITC.

B. Proposed Regulatory Treatment for Unamortized

Investment Tax Credit Relating to Certain
500 KV Transmission Lines

On January 29, 1982, the FPSC adopted Rule 25-
17.16, Florida Administrative Code, the 0Oil-Backout Cost
Recovery Factor Rule (Rule). The Rule was intended to
allow for timely recovery of the cost of implementing sup-
ply side conservation projects primarily for the economic
displacement of oil-generated electricity. All costs
associated with a conservation project subject to the
Rule, including straight-line depreciation expense over
the used and useful life of the project, capital costs,
actual tax expense and operating and maintenance expenses
are to be recovered through the Oil-Backout Cost Recovery

Factor (Factor). The Rule also 2.lows additional amounts
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to be recovered in rates and recorded on the regulatory
books of account as depreciation expense in an amount
equal to two-thirds of the actual net savings, if any,
associated with an Oil-Backout project.

The following are simplified examples of how the
Factor works. They are used for illustrative purposes

only and the numbers therein do not represent actual data.

Example 1

An Oil-Backout project is constructed with
depreciable capital costs (book basis) of
$1,000,000 and a regulatory book life of 10
years. Prior to the property being placed in
service, operations and maintenance costs for
the first six months of operations are estimated
to be $30,000 and the Company’s after-tax rate
of return on capital is 12 percent per year.

The Factor would be set such that the revenue to
be collected will cover all estimated costs for
the six-month period including an after-tax
return g} $60,000 ($1,000,000 book basis x
12%/2). Thus, assuming a statutory tax rate
of 34 percent, revenue regquirements to be
recovered through the Factor would be $170,909,
calculated as follows: $30,000 O&M costs +
$50,000 straight-line depreciation for six
months + $90,909 B e-tax return on investment
($60,000/ (1-.34)% = $90,909). This amount of

1 For purpose of simplification, the beginning balance
of net investment is used in the example rather than
the monthly balances that would be actually used in
computing the Factor. The net investment is the in-
vestment in the Project less the cumulative straight-
line and cumulative accelerated depreciation allowed
as of the end of the prior month.

2 This factor grosses-up revenue to yield an after-tax
return. $90,909 x .34 = $3C 909. The revenue
requirement less $30,000 O&M costs and the $50,000
straight-line depreciation ' ields taxable income (for

(footnote continued)



$170,909 would be added to the Company’s revenue
requirements and charged to its customers. Any
actual overcollection or undercollection of
costs during the six-month period would be
reflected as an offset or addition to the Factor
to be charged to customers in the next six-month
period.

Example 2

Net savings are computed by comparing all costs
associated with the 0Oil-Backout Project includ-
ing fuel costs and the revenue requirements
computed as above with the costs the Company
would have incurred if the Oil-Backout Project
had not been built. These costs include avoided
fuel costs and revenue requirements that would
have been computed in a traditional rate case if
additional generating capacity had been
constructed instead of the Oil-Backout Project.
Assume the same facts as in Example 1 and that
net savings in the first six-month period of the
third year are estimated to be $300,000. Two-
thirds of the $300,000 in net savings, or
$200,000, would be included in calculating the
revenue requirements to be included in
establishing the Factor. $200,000 would be
recorded as additional depreciation of the 0il-
Backout Project to be collected during the six-
month period that the newly computed Factor
would be in effect. Return on investment would
be lower than in year 1, because there has been
recovery of two years of book depreciation
expense of $100,000 per year. Thus, the after-
tax return on investment for the first six-month
period in the third year would be (12%/2) x

(footnote continued from previous page)
regulatory purposes) of $90,909. Thus, the revenue
collected is sufficient to recover all costs plus the
authorized after-tax rate of return ($90,909 less
income tax of $30,909 = $60,000). For purposes of
simplicity in the example, the effect of state income
taxes is not computed and property, ad valorem and
sales taxes are ignored. Also, other costs, includ-
ing non-depreciable ca;,ital costs that may be
associated with the 0Oi.-Backout Project have been
ignored. Such costs, associated with an Oil-Backout
Project, however, are .scovered through the Factor.
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800,000 = s:a,ooo.gf Projected operations and
maintenance costs are assumed to remain at
$30,000 and it is further assumed that there was
no overcollection or undercollection in the
previous period. The Oil-Backout Factor would
be established to recover revenue requirements
of $352,727 ($30,000 O&M costs + $50,000 six

months of straight-line depreciation over a

regulatory book life + $200,000 additional

depreciation + $72,727 return on net book
investment ($48,000 after-tax return on
investment/ (1-.34) = $72,727)).

As is indicated by the examples, the revenue
requirements and, consequently, the Factor charged to
customers to collect them, are increased as a result of
the increased amounts treated as depreciation expense that
are allowed once net savings occur.

The Commission granted approval for the Company
to recover the cost of a 500 Kilovolt transmission line
project (the Project) through the Oil-Backout Cost
Recovery Factor, effective October 1, 1982. From that
date forward, the costs of the Project, including
depreciation, were recovered in rates through the
mechanism provided by the Rule. The Project was built in
three phases to import coal fired generation from Georgia,
thereby deferring the need for the Company to build addi-

tional power plants. Facilities comprising Phase 1 of the

3 For purpose of simplification, the beginning balance
of net investment is used in the example rather than
the monthly balances that would be actually used in
computing the Factor. Th¢ net investment is the in-
vestment in the Project lers the cumulative straight-
line and cumulative accelerrated depreciation allowed
as of the end of the prior month.
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Project were placed in service for tax purposes and the
associated costs were first reflected in rates and on the
regulatory books of account in 1982.Y phases 2 and 3 of
the Project were placed in service for tax and regulatory
purposes in subsequent years, and the entire Project was
complete as of June 1985. From the date thnf each part of
the property comprising the Project was placed in service
for regulatory purposes until August 1987, depreciation
for regulatory purposes was on a straight-line balil-é/

A net savings was again achieved by the Project
beginning in August 1987. The operation of the Rule, pro-
viding that the Factor rate be increased by two-thirds of
actual net savings and recorded as recovery of additional
depreciation expense, resulted in full recovery of
depreciable capital costs by August 1989.Y The Company

has recovered approximately $270 million as accelerated

4 Some of the Phase I property was placed in service
for tax purposes in April and August of 1982. To the
extent any associated costs were reflected in non-
Oil-Backout rates , such
costs were subsequently removed from such rates for
recovery under the Rule.

5 There was an allowance for a minor amount of
accelerated depreciation reflecting net savings for
the period October - December 1982.

6 Based on the FPSC order, which reduced return on
equity as of April 1, 1988, the net savings would be
reduced and depreciable ~apital costs would not be
fully recovered until October 1989. The Company has
filed for reconsideration of this issue, which is
currently pending.



depreciation that resulted from the recovery of two-thirds
of the net savings.

Since the time the Project was placed in serv-
ice, incliuding the period accelerated depreciation was
being recovered, the Company has amortized the investment
tax credits generated by the Project over the composite
book life of all utility property qualifying for the ITC
without consideration of the accelerated recovery. Now
that the depreciable capital costs associated with the
Project have been fully recovered, the FPSC has ordered
the Company to flow back the approximately $17 million of
unamortized investment tax credits associated with the
Project to the ratepayers over the six-month period
beginning April, 1990. If such unamortized investment tax
credits would continue to be flowed back to ratepayers
based on the overall composite book life of all utility
property qualifying for the ITC, the flow back would be
over approximately the next 17 to 20 years, depending on

date the associated property was placed in service.

RULING REQUESTED
The Company respectfully requests the Service to

issue a ruling stating:

Whether, under the facts as presented, a final
determination by the FPSC that orders the
Company to flow back ‘n rates the unamortized
ITC associated with tr2 Project, the depreciable
capital costs of which have been fully recovered
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in rates, would violate the normalization
requirements of Code section 46(f) (2).

STATEMENT OF LAW

The Revenue Act of 1971 added section 46(e),
later redesignated as section 46(f) by the Tax Reduction
Act of 1975, to the Internal Revenue Code of 1954 to
prevent utility companies, with respect to public utility
property, from flowing through ITCs immediately to
customers in the form of lower rates. Section 46(f)(2) of
the Code, which the Company has elected, provides the
special rule for ratable flow through as follows:

“"SPECIAL RULE FOR RATABLE FLOW-THROUGH. - If the
taxpayer makes an election under this paragraph
within 90 days after the date of the enactment
of this paragraph in the manner prescribed by
the Secretary, paragraph (1) shall not apply,
but no credit determined under subsection (a)
shall be allowed by section 38 with respect to
any property described in section 50 (as in
effect before its repeal b{ the Revenue Act of
1978) which is public utility property (as
defined in paragraph (5)) of the taxpayer --

(A) COST OF SERVICE REDUCTION. -- If the
taxpayer’s cost of service for ratemaking
purposes or in its regulated books of account is
reduced by more than a ratable portion of the
credit determined under subsection (a) and
allowable by section 38 (determined without
regard to this subsection), or

(B) RATE BASE REDUCTION. -- If the base to
which the taxpayer’s rate of return for
ratemaking purposes is applied is reduced by
reason of any portion of the credit determined
under subsection (a) and allowable by section 38
(determined without regard to this subsection).”
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Code section 46(f) (6) provides as follows:

"RATABLE PORTION. For purposes of determining
ratable restoration to base under paragraph (1)
and for purposes of determining ratable portions
under paragraph (2) (A), the period of time used
in computing depreciation expense for purposes
of reflecting operating results in the
taxpayer’s regulated books of account shall be
used."

Code section 46(f) (5) provides, in part, that:

"PUBLIC UTILITY PROPERTY. For purposes of this
subsection, the term ’public utility property’
means - (A) property which is public utility
property within the meaning of subsection

(c)(3)(B) ..."
Code section 46(c) (3) (B) provides, in part, as follows:

"For purposes of subparagraph (A), the term
‘public utility property’ means property used
predominantly in the trade or business of the
furnishing or sale of -

(i) electrical energy, water, or sewage disposal
services, #*##

if the rates for such furnishing or sale, as the
case may be, have been established or approved
by a State or political subdivision thereof, by
an agency or instrumentality of the United
States, or by a public service or public utility
commission or other similar body of any State or
political subdivision thereof."”

Regulations section 1.46-6(g) provides as follows:

"Ratable methods. (1) In general. Under this
paragraph (g), rules are prescribed for purposes
of determining whether or not, under section

46 (f) (1), a reduction in the taxpayer’s rate
base with respect to the credit is restored less
rapidly than ratably and whether or not under
section 46(f) (2) the taxpayer’s cost of service
for ratemaking purposes is reduced by more than
a ratable portion of such credit.

(2) Regulated depreciation expense. What is
‘ratable’ is determined by considering the
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period of time actually used in computing the
taxpayer’s regulated depreciation expense for
the property for which a credit is allowed.
'‘Regulated depreciation expense’ is the
depreciation expense for the property used by a
regulatory body for purposes of establishing the
taxpayer’s cost of service for ratemaking pur-
poses. Such period of time shall be expressed
in units of years (or shorter periods), units of
production, or machine hours and shall be
determined in accordance with the individual
useful life system or composite (or other group
asset) account system actually used in computing
the taxpayer’s regulated depreciation expense.

A method of restoring, or reducing, is ratable
if the amount to be restored to rate base, or to
reduce cost of service (as the case may be), is
allocated ratably in proportion to the number of
such units. Thus, for example, assume that the
regulated depreciation expense is computed under
the straight line method by applying a composite
annual percentage rate to ‘original cost’ (as
defined for purposes of computing regulated
depreciation expense). 1If, with respect to an
item of section 46(f) property, the amount to be
restored annually to rate base is computed by
applying a composite annual percentage rate to
the amount by which the rate base was reduced,
then the restoration is ratable. Similarly, if
cost of service is reduced annually by an amount
computed by applying a composite annual percent-
age rate to the amount of the credit, cost of
service is reduced by a ratable portion. 1If
such composite annual percentage rate were
revised for purposes of computing regulated
depreciation expense beginning with a particular
accounting period, the computation of ratable
restoration or ratable portion (as the case may
be) must als~ be revised beginning with such
period. A composite annual percentage rate is
determined solely by reference to the period of
time actually used by the taxpayer in computing
its regulated depreciation expense without
reduction for salvage or other items such as
over and under accruals."
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DISCUSSION

A. Project Property Is Public Utility
Property and No Faster Than a Ratable
Flow Back of ITC Is Permitted.

The costs associated with the Project were and
are recovered through the Oil-Backout Cost Recovery Factor
(Factor) which is a separately computed rate that is
rolled-in with other charges billed to ratepayers. For
costs incurred prior to August 1987, the Factor was set to
recover all related costs including depreciation expense
computed using the straight-line method, a rate of return
on the unrecovered capital costs of the Project and
associated income taxes.

The Factor was adjusted (and rates increased) to
reflect two-thirds of net savings that occurred beginning
in August 1987.1/ The increase in rates was recorded in
the regulatory books of account as additional depreciation
expense. Net savings were substantial, resulting in full
recovery of depreciable capital costs remaining as of
August 1987 over a twenty-five month period ending August
1989 instead of the longer, previously established,

regulatory book life. The rapid recovery of costs

7 Net savings were computed based on the difference
between the actual revenue requirements of the
Company and the estimated revenue requirements of the
Company that would have existed if the Project had
not been undertaken and the < >mpany had constructed
additional powerplants instezd.
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reversed previously reflected timing differences and
created additional timing differences that have been
reflected in the Company’s regulated books of account as
prepaid taxes. The Factor has always included a return on
any unrecovered capital costs.

The Project property has been, and continues to
be, used in providing electric service under rates
established on a rate-of-return basis. Therefore, the
Project property is public utility property as defined in
Code sections 46(f) (5) and 46(c) (3) (B) and regulations
thereunder. As such, the treatment of ITC associated with
the Project is subject to the normalization requirements
of Code section 46(f) and, as a result of the timely
election of the Company in 1972, is specifically subject
to the requirements of Code section 46(f) (2). Pursuant to
Code section 46(f) (2), the Company’s cost of service for
ratemaking purposes and in its regulated books of account
can be reduced to reflect no more than a ratable portion

of the 1TC.¥

8 There is no impediment to a reduction of less than a
ratable portion of the ITC
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B. It is Not Clear Whether Immediate
Flow Back of Unamortized ITC Violates
Normalization Requirements.

1. Arguments In Support of a Finding
That No Violation Occurs.

The computation of the "ratable" period is not
immutably fixed at the time property is placed in service.
Regulations section 1.46-6(g) (2) specifically contemplates
recomputations of the ratable period, stating that:

"If such composite annual percentags rate were

revised for purposes of computing regulated

depreciation expense beginning with a particular
accounting period, the computation of ratable
restoration or ratable portion (as the case may
be) must also be revised beginning with such
period."

It can be argued that under the Order the
additional depreciation expense reflected in rates has the
same effect as a revision of the composite annual
percentage rate. This is due to the fact that under the
Order, regulated depreciation expense is permitted in
excess of the amount that would be permitted if only the
composite annual straight-line percentage rate had been
used. Although the composite annual straight-line
percentage rate was not formally changed, arguably it was
effectively changed.

This change occurred as of August 1987 such that
substantially greater depreciation expense was reflected

in rates and or the regulated books of account. Thus, it

c n be argued, the portion of unamortized ITC being
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reflected in rates could have been increased at that time
and because it was not increased, a less than ratable
portion of ITC was reflected in cost of service. No
vicolation of normalization principles occurs as a result
of a less than ratable flow back between August 1987 and
August 1989. See, e.g., Letter Ruling 8601074 (October 9,
1985) holding that "Section 46(f) (2) (A) of the Code does
not require that the flow-through to cost of service be
ratable. It requires only that it be no faster than
‘ratable.’"? The FPSC’s past practices and current
proposal, in essence, allows a slower than ratable
amortization in - 987, 1988 and 1989, with a final amount
of flow back in 1990 that does not exceed the total amount
of flow back over the same period (1987-1990) that would
otherwise have been allowed.

Neither the Code nor the Regulations provide
that if less than a ratable portion is flowed back in one
year, then the difference cannot be made up in a later
year or years.

Moreover, the intent of Congress in enacting the
ITC normalization requirements is expressed in terms of
permitting, with specified limitations, regulatory

commissions to "divide" the benefits of the ITC between

9 A Private Letter Ruling is not considered precedent,
but does indicate the Servi-e’s thinking at a
particular point in time. FOwan Companies v. United
States, 452 U.S. 247 (1981)
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the regqulated company and the ratepayers. Senate Finance
Committee Report No. 92-437, 1972-1 C.B. 559, 578; House
Ways & Means Committee Report No. 92-533, 1972-1 C.B. 498,
510. It is not clear, however, whether an immediate or
rapid "catch-up" is allowed in a later year or years if
the flow back in earlier years is less than a ratable
amount.

Section 1.46-6(g) (2) of the Regulations,
requires a revision of the ratable restoration perioa when
the composite annual percentage rate is revised. This
provision should not be interpreted to require an altera-
tion of the ratable restoration period in a situation when
the composite annual percentage rate is either directly or
indirectly increased. It is only when the composite an-
nual percentage rate is decreased and the ratable restora-
tion period is unchanged that there is a pctential for a
flow back of ITC to cost of service more rapidly then
ratably.

In the final analysis, a violation of section
46(f) (2) occurs when ITC is flowed back to cost of service
more rapidly than ratably. Regulations section 1.46-

6(g) (2) provides that ratable "is determined by
considering the period of time actually used in computing
the taxpayer’s regulated depreciation expense for the

property for which the credit is allowed"”. The property
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in question was fully depreciated on the Company’s
regulated books of account by the end of 1989. Therefore,
it can be argued that the entire unamortized ITC with
respect to the property could have been reflected in rates
in 1989 while still meeting the "no more rapidly than
ratably" standard. It should follow that any flow back
after 1989 is not more rapid than ratable. Therefore, the
standards of section 46(f) (2) and the rejgulations would
not be violated.

Finally, it should be noted that a flow back of
ITC related to Project property over the composite book
life determined with reference to all of the Company’s
public utility property would be inconsistent with sound
regulatory principles that alsoc underlie the ratable flow
back requirement of the Code. A flow back of the ITC over
the same period during which ratepayers are charged for
the capital costs of the property generating the ITC
matches the benefits and the burdens.

2. Arguments In Support of a Finding
That a Violation Would Occur.

The Company has been, and remains, concerned
that the Service could find it to be violative of the
normalization requirements of the Code to impute two-
thirds of the net savings derived from the 0il Backout
Project as depreciation for purposes of computing the

ratable period over which unamortized ITC can be flowed
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back. Regulations section 1.46-6(g)(2) defines regulated
depreciation expense in terms of a period of time
expressed in units of years (or shorter periods), units of
production, or machine hours. "Net savings" does not
appear to be within the scope of that definition. The
imputation of net savings to regulated depreciation
expense rather than to some other component of rates,
therefore, does not appear to be addressed by Regulations
section 1.46-6(g)(2). Thus, it is not clear that such
imputation properly creates a change in ratable period for
purposes of a flow back of unamortized ITC.

Regulations section 1.46-6(g)(2) also requires
that when the composite annual percentage rate for
purposes of computing regulated depreciation expense is
revised, then the computation of ratable restoration or
ratable portion must be made "beginning with the same
period" as the change in depreciation expense. The
Company, however, did not revise the amortization schedule
as of the beginning of that period due to the concerns
expressed above.

Project property, when placed in service for
regulatory purposes, was included in the total amount of
public utility property used in computing the composite
book depreciation life for purposes of computing the

ratable period for a flow back of ITC. When additional



depreciation expense was allowed with respect to Project
property, however, there was not a recomputation of
composite book life as applied to Project property or to
the Company’s other public utility property. Even now
that zero depreciation expense is allowed with respect to
Project property, no recomputation has been made. Because
no change in the composite annual percentage rate has been
put into effect, it is not clear that the regulations
would permit ITC to be flowed back into cost of service
more rapidly than would occur under continued use of the
composite annual rate. Thus, the Company is concerned
that the Service may conclude that a continued amortiza-
tion of ITC based on the composite annual percentage rate
of depreciation is required.

The Company is also concerned about the inherent
inconsistency that the Service may conclude exists when
property is included in the class of property with respect
to which the annual composite percentage rate of deprecia-
tion is based and, at the same time, is segregated out of
the composite body and assigned a more rapid ratable
period for purposes of Code section 46(f). Although the
regulations do not address the consideration one way or
another, the Company is uncertain regarding the permissi-
bility of such a procedure. There would appear to be a

potential for a more rapid then ratable flow back to
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occur when the composite annual depreciation rate is
computed with reference to assets which are segregated out
and depreciated separately. This uncertainty is further
heightened by the inherent difficulty that exists even in
determining what is the relevant ratable period. 1In other
words, can a ratable period be computed with respect to
depreciation expense that is the result of the imputation
of "net savings" to the book depreciation expense
component of cost of service? Did the ratable period for
a flow back to rates of ITC associated with Project
property change as of August 1987 when additional book
depreciation expense was allowed? If so, did the ratable
period change again as of September 1989 when book depre-
ciation expense was reduced to zero or does a ratable
period even exist once book depreciation expense is
reduced to zero?

For the reasons discussed above, the Company is
concerned with respect to whether the Order will result ir
its being found to be in violation of section 46(f) of the

Code and respectfully asks for the Service’s ruling.

PROCEDURAL MATTERS

The Company respectfully requests a conference
prior to the issuance of a ruling. It is also requested

that representatives of the FPSC and all parties to the
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FPSC proceeding be allowed to attend this conference. 1In
accordance with Revenue Procedure 88-6, the FPSC has
reviewed this request and believes that it is adequate and
complete.

To the best of the knowledge of the Company and
the Company’s representatives, the identical issue is not
under examination by a District Director in any return of
the Company (or of any taxpayer related to the Company
within the meaning of Code section 267, or a member within
the meaning of Code section 1504) and has not been so ex-
amined within the statutory period of limitation on
assessment or refund of tax, and no closing agreement has
been entered into on this issue by a District Director.

To the best of the knowledge of the Company and the Com-
pany’s representatives, the identical issue is not being
considered by any Appeals Office of the Service in connec-
tion with a tax return of the Company for a prior period
and has not been considered by an Appeals Office within
the statutory period of limitation on assessment or refund
of tax, and no closing agreement on this issue has been
entered into by any Appeals Office. To the best of the
knowledge of the Company and the Company’s representa-
tives, the identical or similar issue is not pending in
litigation and has not been ruled on by the Service to the

company or any predecessor of the Company, and no request
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for ruling on this issue has been filed and later with-
drawn.

If further information is needed, please contact
Mr. Gary Kuberek of the Company at (305) 552-4333, or the
Company’s authorized representatives, Raymond F. Dacek,
David E. Jacobson, or Randall V. Griffin at (202) 828-
0100. Enclosed is a declaration in the form required by
Revenue Procedure 90-1 signed by an officer of the Company
and a power of attorney. Also enclosed is the requisite
fee of $300 as required by Revenue Procedure 90-__ .

Under penalties of perjury, I declare that I
have examined the foregoing Request for Ruling, including
accompanying documents and, to the best of my knowledge
and belief, the facts presented in support of the re-

quested ruling are true, correct, and complete.

Assistant Controller
Florida Power and Light



SCHEDULE OF SUBSIDIARIES
TCR THE YEARP ENCED CECEMBER 1) .

COMPANY NAME

FLORIDA POWER AMND LIGHT COMPANY
LAaND RECODURCES INVESTMENT Co.
SLANDT O INC,
CASCADE LAND AND DEVEICFMENT OMEANY
FRL GROUP CAFRITAL INC
FPL INVESTMENTS 1InC
FRL AOLCINGS INC
QUALTFEL, INC.
TILESAT CABLEVISTION, INC.
TELESAT CABLEVISION CF &0, FLOPIDA. INC,
£21 ENERGT INC
ENvVECD, INC
HAYLRC RICSOURCES INC
21 GEQCTHERMAL INC.
EZ1 GFOTHERMAL IT, INt.
QUSLTEC TESTING SERVICES, INC.
JUAL TEC PROFESSIONAL “ENVICES, INC.
ALGRT ¢ LAN INC,
GROVP CABLE, INC.
EST DOUBLE "C", INC.
EZI KCRiN FRONT, INC.
€51 ZIERPRA, INC.
FPL mS5In~, [INC.
FPL TalwaN T, INC.
FP. T&IWAN II, INC.
FPL TATwan 111, INC,
FRL TAlwWAN 1V, 1HNC.
FRPL TATWAN VvV, INC.
FPL TinIWwaN VI, THC.
FFL ENFR3YS, INC.
FPL ENEFSYS SERVICES. INC,
QUALTEC TRAINING SERVICES, INZ
EST ENVIRONMEMTAL SYSTEmMEL, Iwc
HYLRCO RESOURCES TI, INC
CARRILF GP [, INC.
CABLE _P I. INC.
TURNER FCIDS CCRPORATION
TURNER CORPORATION

ACRICUL TURAL MANAGCMENT SERVICES CO. INC,

EXHIBIT A
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FEDERAL

IOENTIFICATION

NUMBER

S9-024777%
59-1%£5%89
592121183
§5-2335947
59-297cd e
59-1519X04
§9-2893420
59-2c6139])
5%-21e56%8
S%-2140120
§55-2554254
£5Q-2782°80
£9-2752443
59-2819445
59-28194%)
56-2844547
&5-C0U3711
.5-002244]
£5-0022440
&5-0Ceas9r?
&5-0024992
65-0024984
£5-002207%
£5-02z2%64
&5-00Z20e7
585-Q0022¢7C
&S-0n22072
€5-0N22074
65-0NZ2072
o5-002059¢
25-00&£4000
£5-2021%47¢
&5-0072777
65-00%11az
&5-0971372
&5-0072874
65-0019782
§59-21%752¢F
Q4a-2€4n5) 1



CCHEDUY € I SUBSIDIARIES
FOP T=E YEAR ENDREDN DETEMBER 31,

20- 2849419

COMPANY NAME

TOLONIAL
COLONTAL
COLONIAL
COLONTAL
SOLONIAL

PENN THVLCSTMENT aADVITORS CORP.
FENN FROPERTIES, INC.

FENN ZERVICES CORP.

CLAIM SERVICES. INC,

PENN UNDERWRITERS, INC.
COLONTAL PEHNN WARRANT T SERVICEZ COMPANY
CRPC AGENCY, INC,

GROUP wSS0OCIATION PLANT, INC.

GROUP INSURANCE PLANS (NORTH OAROLINA),
HAWTHORNE ADVERTISING, INC,.

MAPOMIO AGENCY, INC.

MATIONAL ASSOCIATION FPLANS, INC.

El YURRKR LATIONAL ASSOCTATION FLANS,
SPECTIAL ACCIDENT & MEALTH PLANZ, INC.
WCMEN UNLIMITED. INC.

FG1 AQUISITION CORPORATION
C.B.R. INFORMATION GROLIP INC.,
CRE '[1 AUREAU OF ORANGFE OUNT
FRECLIT GUREAU OF LACRI2SSIE, INC
CREDIT BEUREAU OF WINONA, INC
CREDIT SEZRVICE OF LACKOSSL., INC.
CREDIT KHUREAY OF GREATER ST. FETERSBURG.
CRECLT SERVICES INTERMATIONAL, INC.

C. B. MANAGEMENT, INC.

THE CREQIT BUREAU OF =ALINAS,
NORT+ COAST CREODIT ASSNIIATION
CRECLIY BUREAU DATA SERVICE, INT,
CCH MANAGEMENT OF TEXAT, INC.
CBR COLLETIANN SERVICES DIVISIOM,
CREDIT BUREAU REPORTES, INC.
SEMTRAL CREDIT CLEARING BUREAU,
BONCGED COLLECTION CORPORATION

INC

INC.

IHC.

THC .

INC.

CRECTT SUREAU DOF SHASTA & TRINITY LCOUNTIES,
CFEDIT BPUREAU OF ALAC<aA, INC.

AR CTHEDTIT SCRVICES, INT.

INTERNATIONAL CREDIT CERVICES, INC

INC.

1583

- R B % e e e ke e

IMC.

INCT .

EXHIBIT A
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FECERAL
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NUMBER

23-2.11319¢
23-222712.8
78+ 15129599
25-148072s
2Z-1577172
2%-2374C77
29-1%43R383
62-079662%
5¢-0246124
23-1671248
£§2-1X4-8450
53-0232a1¢
1d4- L4006 7
13-1915%27
23- 13505806
S8-17732244
7¢ QlasSen?
14-1,9¢2227
I9- 005160
3G6-1]142164
I9-:14%914
59- 15458 ¢
74-1le7274R
36- 2264229
94-25R0 720
S4-04102%0
¥4-1£87R37
74-217582%7
76-0C42331
T4-"'+~~5007
74 -2477°262
IS a9l 90?
Iq4-1rn4g47 9
§92-00eBZSa
&5-007%4%24
“8-1797177



CTCHEDU'LE O F SUBSICIARIES
FOR THE rCAR ENDED DECEMBER 21, 1935

39-24494179

B R e e

Crmetale ¢ NmME

AMY RLALTY., INC.
AVON CITFUS NURSERY, INC
CEE: PUN TARETAYING SERVICES INC.
FIVER RUN CARETAKING SCRVICES, TINC.
TLUENER AQUACUILTURE , TNC .,
A I MlAaMI . INC
FOUIPTH AVENUE WEEST, INC
FOURTH AVENUE EAST. ThNC
PaL™S INSURANCE COMPANY, LTD
PALMETTO INSURANCE COMPanNyY, LTD
ESI Lp, INC
&1 VICIORY, INC
CSCLONIAL PENN GROUP, TNC.
COUTMNIAL PENN HOLDINGS, INC.
ATZOCTATED BANCARD-HOLI'ERS TRAVEL SERVICE, INC
ASE0L JATION ADMINISTRATORS . INC.
TCLohIAL EACHAMGE, INC.,
ALLLEMN t UNSUMER SERVICES CORP,
AESOCTATCD BANCARD-HOLOERT , INT.
LS50 IATED INSURANCE MARKETERS INT L, INC.
COLONIAL PENN CORPORATION
COLONIAL PCNN DEVELOFERT ., INC
fOLONTAL FENH DISTRIBUTORS CORP.
TOLNNYTAL FPERN CAPITAL HOLDIMNGS. INC.
Sf7 _OAN AND [NVESTMENT GANR
COLJMIAL PENN GROUFP DATA TORW
DL ONTAL PENN THESURANCT SOMPANY
COLONIAL FEHNN FRANELIN INSURANCE COMPANY
PRAXLE GROUP, INC,
CBF INFORMATION SERVICES, IHC. (FORMLRLY UHE™)
OAMAR CNRFPFCRATION
SELECT MAIL OF AMERIZA, INC.
RENL EZTATE DATA, INT.
COLONTAL PENN COMMUNILITIES, INC.
MICROF ICHE PUBLISHERS, [NC.
REDI FPEALTY SERVICES, INC.
CANBORN MAP COMPANY, InNC
CPI1 INVESTMENT, INC.
COLCNIAL PENN HIRITAGE INSURANRCFE « “™MPANY

{ FORMERL v

MSM, 0.

EXHIBIT A
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FEDERAL

IGENTIFICATION

NUMGER

592242745
59-272¢7¢8
$9-2719171
S9-DR41013
&5-003e.409
£5-0109947
APPLIED-FOR
APFILTED-FLR
88-20R1e19
APPLIEC-FOF
65-1 5962
6©5-0129823
S1-0191991
51-0267C07
52-133%:813
36-255445%
235-2177e4°
22-232807¢
22-23222an
22-224)867%
2F S177ece
23-2426401
23-2213.17%4
23- 2329210
22-23.8a7"
23- 1632058
2%3-20440975
221721971
23-2278235
e dr gl el T
95--276Z012
$2-277%%61
CL-2143957
22-18%7783
94-17515%8
89 2707 74¢.
1L2-27%0:"7
23-2424607
I6-2747%473
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BEFORE THE FLORIDA PUBLIC SERVICE COMMIL. ]

In re: Petition of the Florida ) DOCKET NO. 'i0148-F]
Industrial Power Users Group to ) ORDER NO 1268
Discontinue Florida Power & Light ) ISSUED: : .
Company‘'s Oil Backout Cost )
Recovery Factor. )
)
The following Commissioners participated in the disp.-:t -n

of this matter:

MICHAEL McK. WILSON, Chairman
THOMAS M. BEARD

BY THE COMMISSION:

In connection with the February, 1989 heari.g 1. vocket No.
890001-EI, the Florida Industrial Power Users Group (FIPUG)
raised issues relating to discontinuance of Frlorida Power &
Light Company's (FPL's) Oil Backout Cost Recovery Factor
(OBCRF). FIPUG also filed a separate petition in this docket
on January 27, 1989, which challenged FPL's psst and present
collection of o0il backout cost recovery revenues pursuant to
Rule 25-17.016, Florida Administrative Code. FIPUG also sought
consolidation of the two dockets by a Motion to Consolidate
Dockets or Hold Certain Issues in Docket No. 390001-EI in
Abeyance. .

The parti=s agreed to defer FIPUG's issues in Docket No.
890001-EI until the August, 1989 hearing in order to allow for
discovery. Thereafter, the Commission ordered consolidation of
Dockets No. 890148-EI and 890001-EI for hearing purposes only,
with Docket No. 890148-EI to be heard by the full Commission on
the 1last day of the scheduled hearings in Docret No.
890001-EI. Docket No. 890148-El was later rescheduied to the
first day of the hearing, August 22, 1989, so that all
Commissioners could be present.
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We are compelled to note the contradictory nature of these
arguments, particularly in light of the admission of FIPUG's
witness, Mr. Jeffrey Pollock, that “the Project has enabled
FP&L to import firm coal-by-wire capacity and to defer
construction of the Martin Unit Nos. 3 and 4. Nonetheless, we
will address each of these arguments below.

(1) Martin Cost Estimates. FPL's cost estimates for the

Martin Units are based on the parameters of a 1979 Bechtel
contract, updated for actual inflation and cost of capital.
These figures were wused in the original oil backout
qualification proceeding precisely because they represented the
contract cost of Martin Units 3 and 4 to FPL.

In three previous o0il backout proceedings (beginning with
the April-September, 1987 period), FPL applied those cost
estimates in calculating the actual net savings as allowed by
the 0il Backout Rule. FIPUG and Public Counsel, both parties
to the proceedings, did not contest their use. The Commission
approved the OBCRF, thereby at least tacitly approving the cost
estimates. There is no evidence in the record upon which to
base any adjustment to the estimates. We believe that the
Martin Unit 3 and 4 cost estimates are reflective of the
construction costs FPL would have incurred had the units been
built during the 1981-1987 time period, and are appropriately
applied in calculating the OBCRF.

(2) Deferred Units®' In-Service Dates. Had FPL not built
the 500 kV 1line project, thus enabling the purchase of
equivalent capacity from the Southern Company, construction of
the Martin units would have begun in 1980 and 1982 to meet a
Martin Unit 3 in-service date of June, 1987 and Martin Unit 4
in-service date of December, 1988.

FIPUG's witness, Mr. Pollock, suggests that FPL should have
revisited its decision to construct (or not construct) the
Martin Units and move outward in time their in-service dates.
We are wholly unpersuaded by his speculative argument.

The record shows that, absent the project and UPS
purchases: (a) from 1982 through 1988 the Martin units were the
most economic choice for FPL to meet its projected capacity
needs; (b) the units would have been needed to meet load and
reserve requirements in 1987 even in the face of lower load
forecasts; and (c¢) it would have been uneconomic for FPL to
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In summary, we find that the Martin Coal Units 3 and 4 have
been deferred as a result of the project and the original
Southern Company purchases, and that FPL has appropriately
included capacity deferral benefits in the calculation of
Actual Net Savings, 2/3 of which is recovered as additional
depreciation on the 500 kV lines.

Return on Equity

Rule 25-17.016(4)(e), Florida Administrative Code, requires
the utility to use its actual cost of capital for the recovery
period of the o0il backout project. FPL has interpreted "the
actual cost of capital®” with respect to the return on equity to
mean the 15.6% return on equity authorized in its last rate
case. (Docket No. B830465-EI). However, the oil backout rule
clearly states that only the actual costs associated with a
project are subject to recovery through the OBCRF. Mr. Pollock
contends that a 15.6% ROE does not represent the actual cost
associated with the 0il backout project.

We agree with FIPUG on this issue. FPL recovers all other
costs under the o0il backout project based on current rates.
For example, FPL uses its current cost of debt in its oil
backout filing whenever the cost of debt changes. There is no
economic reason to recognize changes in the cost of debt, one
capital structure component, but ignore the change in the cost
of equity, another capital structure component.

While cost of equity testimony was not presented in this
docket, Mr. Pollock's uncontroverted testimony indicates that
FPL's actual cost of common equity is lower than 15.6%. Mr.
Pollock stated that he is unaware of any regulatory commission
which has authorized a 15% or higher ROE since 1987. In
addition, he stated that the median authorized ROE has ranged
from 12.8% to 13.0%, and that most awards have been in the
12.0% to 14.49% range. Finally, Mr. Pollock testified that the
current Federal Energy Regulatory Commission benchmark ROE is
12.44%.

Perhaps the most convincing evidence that FPL's actual cost
of equity is significantly lower than 15.6% is FPL°'s voluntary
reduction of ROE in 1988 (Order No. 18340) and 1989 (Order No.
20451). FPL was entitled to use its authorized equity return
of 15.6% for purpose of the tax savings rule (Rule 25-14.003,
Florida Administrative Code), ralculating AFUDC rate<, and as
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the calculation of the revenues to be refunded should end
September 30, 1989. The amount ¢to be refunded will be
determined at the February, 1990 hearing in Docket No.
900001-EI for inclusion in the April-September, 1990 OBCRF.

ITC Amortization

Accelerated depreciation is the driving factor for
investment tax credit (ITC) amortization. We find that
additional ITC amortization should be refunded to FPL's
customers as a result of the accelerated depreciation recovered
by FPL.

FPL amortizes its ITC's generated by the o0il backout
investments by wusing a composite amortization rate. The
composite amortization rate is developed on a company-wide
basis by dividing the book depreciation expense by the

depreciable assets that generated the ITC's. The current
amortization rate is 4%, which implies a life of 25 years on a
composite Dbasis. If only the o¢il backout assets were

considered, the depreciable life would have been considerably
shorter since the o0il backout assets were recovered over a
seven year period, and ratepayers paying for oil backout assets
would have received the benefit of the amortization.

The Internal Revenue Code (IRC) and applicable Regulations
require that ITC's for an Option 2 wutility such as FPL's
project earn a weighted rate of return for ratemaking purposes
and be amortized above-the-line. The ITC amortization must be
no more rapid than ratable (over the depreciable book life).
The Regulations allow the use of & composite rate. FfL's
current approach does not violate the IRC or the Regulations.

Customers who paid for recovery of the accelerated
depreciation of the o0il backout assets should receive the
benefits of the associated ITC amortization. The amortization
method used by FPL will not accomplish this goal, as admitted
by FPL's witness, Mr. Donald Babka, on cross-examination.

Thus, there is a mismatch of the ratepayers who paid for
the recovery of the o0il backout assets and the ratepayers who
will receive the benefit of the ITC amortization. In addition,
the ratepayers ate required to pay a return on the unamortized
balance of ITC's.
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ruling, shall file a copy thereof in this docket.

Capacity Charge Collection

FIPUG argues that FPL should be required to «collect
capacity charges for the Southern System UPS charges through
base rate mechanisms. We disagree.

Rule 25-17.016(4)(d) Florida Administrative Code states:

Once approved by the Commission, the
costs of a qualified oil-backout
project shall continue to be recovered
through the Oil-Backout Cost Recovery
Factor until such time as they are
included in the base rates of the
utility.

Thus, FPL must continue to recover the Southern System UPS
charges through the OBCRF until such time as they are included
in base rates, which would normally be at the time of the
utility's next rate case.

0il Backout Tax Savings

FIPUG questioned whether there were any oil backout Project
tax savings due to the change in the federal corporate income
tax rate. We find that there are no tax savings associated
with the o0il Dbackout project. However, as previously
discussed, use of a 15.6% return on equity overstates FPL's
cost of equity capital and is therefore inappropriate at this
time.

For 1987 and 1988, FPL was required to refund tax savings
in accordance with Rule 25-14.003, Florida Administrative
Code. In that rule, “tax savings® are defined as the
"difference between the tax expenses for a utility calculated
under the previously effective corporate income tax rates and
those calculated under the newly effective, reduced corporate
income tax rates." For o0il backout purposes, the utility has
included current tax rates in its factor and has Dbeen
recovering income taxes related to oil backout at the current
income tax rates. Therefore, tax savings related to oil
backout do not exist.



SCHEDJULE OF SuB%!CIARIEC
TOR THE YEAP ENCGED CCCEMBER 1)1,

€5-244943)¢

COMPANY NAME

FLORIDA POWER AMND LIGHT COMPANTY
LAND RECNURCES INVESTMONT Cuo,
ALANDT O INC,
CASCANE LaND AND GEVELCEMEN' JOMEANY
FRL GROLUP CAPITAL INC
FPL IWVESTMENTS INC
FPL AQOLLDIMGS INC
QUALTEC, INC.
TELESAT CABLEVISTION, INC.,
TELESAT CABLEVISION CF &0, FLOPIDA. IWC,
E21 ENERGT INC
ENZSCO, INC
ArLRC RCSOURCES INT
%1 GECTHERMAL 1INC.
EZ1l GEOTHERMAL IT, IN.u.
QUSELTEC TESTING SERVICES, INC
JUAL TEC PROFEZSSIONAL “ENRVICES, INC.
ALRT v LAaN INC.
GRAUP CaBIE, INC.
EST DOUBLE "C7, INC.
EZI KLCRN FRONT, INC.
EST ZIERPRA, INC.
FRL ASIA, INC.
FPL TalwAaN T, INC.
FP. T1&IWAN II, INC.
FRL TAlwan 111, INC.
FPL ThlIwWwAN 1V, 1INC.
FPL TAIwWAN V, INC.
FPL TrlwWaN VI, THNC.
FFL ENCR3YS, INC.
FPL ENEFRSTYS TERVICE:S., INC,
QUALTEC TRAINING SERVICES, InNC
ES1 ENVIRONMEMTAL SYSTEmS, Twns
HYLRCO RESOURCES T1I, INC
CRRLE GP [, INC.
CABLE P T. INC.
TURNER FCIDS CCRPORATION
TURNER CORPORATION
AGRICUL TURAL MANAGCMENT SERVIVES CO. INC.,
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' ' EXHIBIT A

PAGE 2 OF 3
ZCHEDUI C QF SUBSIDIARIES
FOP TeE YEAR ENRED DETEMBER 31, )%8%
SN-2849419
FECERAL
IDENTIFICATICN

COMPANY NAME NUMBER

TOLONIAL PENN THVESTMENT ADVICORS CORP. 23-2.13198
COLONTAL FPENN FPROPERTIES, INC. 23-222712.
CID_ONIAL FPENN SERVICES CORP. TS-151295%
FOLONIAL CLAIM SERVICES ., INC., 25-1aB072s
JOLONIAL PENN UNDERWRITERS, [INC. 2T-1677172
COLONTAL PENN WARRANTT SCRVICEZ (COMPANY 2T-2374C77
CPC AGENCY, INC. £9-15%4RR83
GROUP wSLOCIATION PLANS, INC., 5%2-07966.2%S
GROUP INSURANCE PLANS (NORTH CAROLINA)Y, INC. S5¢-0246124
HAWTHORNE ADVERTISING., INC. 2Xx-1671248
MAPOHIO AGENCY, INC, §2-1%4-840
NATIOHAL ASSOCIATION PLANE, INC. 53-02224a1¢
MEW YURR HATIONAL ASSOCTATION FLANS, INC. 14- 14700006 7T
SPECIAL ACCIDENT & HEALTH PLANZ, INC. 13-1915%27
ACMEN UNLIMITED. INC. 23 - 130038¢
FGT AQUISITION CORPORATION 58-1772X2aa
C.B.R. INFORMATION GROUP LINC. 76 Qlasen?
CRE [T AUFREAU OF ORANGE COURNTY | INC. 14-19=2273
SfRECLIT GUREAU GF LACRICSZE, INC I9- 006260
CREDIT BUREAU OF WINONA, INC 36-1124214
CREDIT SERVICE 9OF LACROGSCSLC, INC. 39-.14%S014
CREDIT HUREAY OF GREATER ST. FETERSBURG, INMC. £59-164%2" ¢
CTRECIT CTERVICES INTERMATIONAL, INC. 74-1e 75745
C. B, MANAGEMENT, INC. 36-226422%
THE CREOQIT BUREAU OF SAlLINAS, INC. 94-25SR0 /20
NORT+~ COAST CREDIT ASSNITATION S4-04102<0
CREDLT BRUREAU DATA SERVICE, INT. 94-1¢82237
FCH MANAGEMENT OF TEXAZT, InNC. 74-2]1252%7
CBR COLLETION SERVICES DIVISIOM, THC. 76-0042331
CREOIT BUREAU REPORTS, INC. T4- s 0R7
CTEMTRAL CPREDIT CLEARING BUREAU, TNC., T74-2472262
EONGED COLLECTION CORPORATION LA TR T
CRECTIT SUREAU OF SHASTA & TRINITY COUNTIES., INC. 94-1n4724779
CREDTIT CUREAU OF ALASas, INC. §2-00uB2%4a
AAA CTHREDIT SCRVICES, INT. &5-007%4%24

INTERNATIONAL CREDIT ZERVICES, InT, 88-17297177



EXHIBIT A

, PAGE 3 OF 3
CTCHED'LE O F ZUBSICIARIES
FOR THE (CAR LHOED DECCMBER Z1, 1935
39-7447%417
FEDERAL
IGENTIFICATION

Crmetals ¢ NmME NUMGER
AME SLALTY, INC. 592242745
AVON CTTFPUS NURSERY, INC. 59-272&67&8
LEEY PUN CARETAHING SERVICES INC. 59-2710171
FIVvER RUN CARETAKING SERVICES, TNCD. €9-2B41015
TURNENR AQUACULTURE, INC. 65-003¢64069
A 1 M1AMI . INC 65-0109947
FOUIPTH AVENUE WEET, INC APPLIED-FOR
FOURTH AVENUE EAST., TINC APPLIED-FOKR
PaLMS INSURANCE COMPANY ., LTD 98-0081e19
PALMETTO 1INSURANCE COMPAaNY, LTD APPLIEC-FOF
EST P, INC £5-125962
S1 VICIORY, INC 65-0125823
CCLONIAL PENN GROUP, TNC. 51-0151991
COlLMNIAL PENN HOLDINGS, INC. 51-02¢7C07
ATEZNCTATED BANCARD-HOLI'ERS TRAVEL SERVICE, INC 52-13%.81:3
ASS0L JATION ADMINISTRATORS ., INC. 36-255445%
ICLOnIAL EACHAMGE, INC. 23-2177¢4°
AalLLJER  ONSUMER SERVICES CORP. 22-222R07¢
ASSOCTATCD EANCARD-HOLDERZ . INC. 22-232424R
LSENC TATED INSUSANCE MARPKETERS INT'L, INC. 22-224 1865
COLONIAL PENN CORPORATION 22 2177ecé
COLONIAL PENN DEVELOFERT . INC 23-2426401
OLONTAL PENN DLSTRIRBUTORS CORP. 23-221817%4
FOLNNYAL PENN CAPITAL HOLDLINGS. INC. 23- 2339210
ahAY LOAN AND [NVESTMENT GANR LE=2520877
COLJMIAL PENN GROUF DATA COPW 23-1632052
TOLONTAL PENN LMNSURAGNCE CGMPANY 23-2044097%
COLONIAL PENN FRANKLIN INSURANCE COMPAN Y o2-172197)
PRAXLS GROUP, INC. 23-20278B235
C8F INFORMATIDON SERVICES, IHC. (FDRMLRLY UHE™) SR=-2725260
DAManR CHORFPCRATION 952762012
SELECT MAIL OF AMERICA, INC. (FORMERL Y MSM, InNC. ) 22-27:%:cé6l
RENL EZSTATE DATA, INC, < 5-2142957
COLONIAL PENN COMMUNLITIES, INC. 2X-18%77823
MICROF ICHE PUBLISHERES, INC. 94-17515%8
REDI PEALTY SERVICES, INC. 59- 270774
SANBORN mMAP COMPANY, InNC LZ2-2750i17
CPI INVESTHMENT, INC. 23-2426607

COLONIAL PENN HIRITAGC INSURAI CE COMPANY 5-2747%473

-



BEFORE THE FLORIDA PUBLIC SERVICE COMMISGIc!

In re: Petition of the Florida DOCKET NO. '3i0148-F1I
Industrial Power Users Group to ORDER NO 1268
Discontinue Florida Power & Light ISSUED: } Bk m

Company's O0il Backout Cost
Recovery Factor.

N S N Nl Sl Nt

The following Commissioners participated in the dispo-it.on
of this matter:

nxcmr. McK. WILSON, Chairman

BY THE COMMISSION:

In connection with the February, 1989 hearing i, vocket No.
890001-EI, the Florida Industrial Power Users Group (FIPUG)
raised issues relating to discontinuance of Florida Power &
Light Company's (FPL's) Oil Backout Cost Recovery Factor
(OBCRF). FIPUG also filed a separate petition in this docket
on January 27, 1989, which challenged FPL's passt and present
collection of oil backout cost recovery revenues pursuant to
Rule 25-17.016, Florida Administrative Code. FIPUG also sought
consolidation of the two dockets by a Motion to Consolidate
Dockets or Hold Certain Issues in Docket No. 3930001-EI in
Abeyance. >

The parties agreed to defer FIPUG's issues in Docket No.
890001-EI until the August, 1989 hearing in order to allow for
discovery. Thereafter, the Commission ordered consolidation of
Dockets No. £890148-EI and 8%0001-EI for hearing purposes only,
with Docket No. 890148-EI to be heard by the full Commission on
the 1last day of the scheduled hearings in Docket No.
890001-EI. Docket No. 890148-El was later rescheduled to the
first day of the hearing, August 22, 1989, so that all
Commissioners could be present.
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On February 15, 1989, FPL moved to dismiss FIPUG's
petition. FPL's Motion was denied in Order No. 21361 on the
grounds that FIPUG had stated a cause of action upon which it
was possible to grant relief.

At the hearing in this matter, FPL reurged its Motion to
Dismiss. The Commission granted the motion in part, dismissing
that portion of FIPUG's petition regarding the continued
qualification of FPL's 0il Backout Project and the continuaticn
of FPL's 0il Backout Cost Recovery Factor.

In its petition, FIPUG requested that the Commission grant
several forms of relief: determine that FPL's oil backout
transmission prcject has failed to achieve the “primary
purpose” which led the Commission to qualify it under Rule
25-17.016, Florida Administrative Code; disallow prospective
application of the o0il backout charge for recovery of costs
associated with FPL's 500 kV transmission lines and order FPL
to refund to customers all accelerated depreciation revenues
associated with the inclusion of FPL's deferred Martin coal
units in calculation of net savings pursuant to the oil backout
rule; order FPL to terminate its oil backout charge; direct FPL
to reflect the investment and revenues associated with its 500
kV lines in its surveillance reports and finally, instruct FPL
that recovery of costs associated with the 500 kV transmission
line must henceforth be accomplished through its base rates.
Some of these claims were dismissed, as discussed above. For
the reasons discussed below, we decline to grant the remaining
relief requested by FIPUG, but find that FPL is not justified
in charging a 15.6% return on the equity portion of its capital
invested in its 500 kV transmission lines.

Capacity Deferral

FIPUG argues that all accelerated depreciation collected
through the OBCRF must be refunded because the capacity
deferral benefits from which the accelerated depreciation
derives were not realized. The Actual Net Savings as defined
in Rule 25-17.016, (two thirds of which are recovered as
accelerated depreciation) are overstated, FIPUG alleges,
because: (1) the construction cost estimates used by FPL for
the Martin Units are too high; (2) the deferred units’
in-service dates (1987 and 1988) should be deferred even
further in time; (3) the Ma.tin 700 MW Coal Units are not
present in FPL's current generation expansion plan; and (4) the
deferred units a2re "phantom plants®” and thus don’'t exist at all.
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We are compelled to note the contradictory nature of these
arguments, particularly in light of the admission of FIPUG's
witness, Mr. Jeffrey Pollock, that “the Project has enabled
FP&L to import firm coal-by-wire capacity and to defer
construction of the Martin Unit Nos. 3 and 4. Nonetheless, we
will address each of these arguments below.

(1) Martin Cost Estimates. FPL's cost estimates for the

Martin Units are based on the parameters of a 1979 Bechtel
contract, updated for actual inflation and cost of capital.
These figures were wused in the original o0il Dbackout
qualification proceeding precisely because they represented the
contract cost of Martin Units 3 and 4 to FPL.

In three previous oil backout proceedings (beginning with
the April-September, 1987 period), FPL applied those cost
estimates in calculating the actual net savings as allowed by
the 0il Backout Rule. FIPUG and Public Counsel, both parties
to the proceedings, did not contest their use. The Commission
approved the OBCRF, thereby at least tacitly approving the cost
estimates. There is no evidence in the record upon which to
base any adjustment to the estimates. We believe that the
Martin Unit 3 and 4 cost estimates are reflective of the
construction costs FPL would have incurred had the units been
built during the 1981-1987 time period, and are appropriately
applied in calculating the OBCRF.

(2) Deferred Units' In-Service Dates. Had FPL not built
the 500 kV line project, thus enabling the purchase of
equivalent capacity from the Southern Company, construction of
the Martin units would have begun in 1980 and 1982 to meet a
Martin Unit 3 in-service date of June, 1987 and Martin Unit 4
in-service date of December, 1988.

FIPUG's witness, Mr. Pollock, suggests that FPL should have
revisited its decision to construct (or not construct) the
Martin Units and move outward in time their in-service dates.
We are wholly unpersuaded by his speculative argument.

The record shows that, absent the project and UPS
purchases: (a) from 1982 through 1988 the Martin units were the
most economic choice for FPL to meet its projected capacity
needs; (b) the units would have been needed to meet load and
reserve requirements in 1987 even in the face of lower load
forecasts; and (c¢) it would have been uneconomic for FPL to
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defer those units rather than finish construction by the time
the load forecasts were lowered. We believe that given the
economic and technical circumstances during the 1980-1982 time
period, FPL would have begun construction of the Martin Units
absent the 0il Backout Project.

Generation Expansion Mr. Pollock correctly notes that
the Martin Unit Nos. 3 and 4, both 700 MW pulverized coal
plants, are absent from FPL's most current generation expansion
plan. However, FPL's witness, Mr. S§.8. Waters, confirmed that
the utility's determination of need for electrical power plant
pending before this Commission shows two units labelled Martin
No. 3 and 4. These units utilize combined cycle technology
(385 MW each) rather than pulverized coal. Mr. Waters
explained the reasons for that change and affirmed that both
the "0ld" and "new"” Martin units were and are planned to run at
very high capacity factors.

The only effective change to Martin Units 3 and 4 which has
occurred in the current expansion plan is a technolcgy
substitution. In light of this, we find that Mr. Pollock's
argument that the “"o0ld" units®’ absence from the current plan
means they were not deferred is incorrect.

(4) “Phantom g;ggss'. Mr. Pollock states that “(tlhe
Martin units have not n, and may never be, built.” However,
Mr. Waters explained that the deferral of the units:

is the premise upon which capacity
deferral benefits are based; the Martin
Coal Units were not built due to the
commitment to purchase power from the
Southern Companies and FPL's ability to
move that power over the Project.

(Tr. 394-395.)

FIPUG argues that capacity deferral benefits cannot be
derived from plants which do not exist or are "illusory.” The
fact that the wunits were not built is the very benefit
intended. This “avoided unit®™ concept is the same rationals we
use to set firm capacity pricing for cogenerators.
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In summary, we find that the Martin Coal Units 3 and 4 have
been deferred as a result of the project and the original
Southern Company purchases, and that FPL has appropriately
included capacity deferral benefits in the calculation of
Actual Net Savings, 2/3 of which is recovered as additional
depreciation on the 500 kV lines.

Return on Equity

Rule 25-17.016(4)(e), Florida Administrative Code, requires
the utility to use its actual cost of capital for the recovery
period of the o0il backout project. FPL has interpreted “"the
actual cost of capital” with respect to the return on equity to
mean the 15.6% return on equity authorized in its last rate
case. (Docket No. B830465-EI). However, the o0il backout rule
clearly states that only the actual costs associated with a
project are subject to recovery through the OBCRF. Mr. Pollock
contends that a 15.6% ROE does not represent the actual cost
associated with the oil backout project.

We agree with FIPUG on this issue. FPL recovers all other
costs under the o0il backout project based on current rates.
For example, FPL uses its current cost of debt in its oil
backout filing whenever the cost of debt changes. There is no
economic reason to recognize changes in the cost of debt, one
capital structure component, but ignore the change in the cost
of equity, another capital structure component.

while cost of equity testimony was not presented in this
docket, Mr. Pollock's uncontroverted testimony indicates that
FPL's actual cost of common equity is lower than 15.6%. Mr.
Pollock stated that he is unaware of any regulatory commission
which has asuthorized a 15% or higher ROE since 1987. In
addition, he stated that the median asuthorized ROE has ranged
from 12.8% tec 13.0%, and that most awards have been in the
12.0% to 14.49% range. Finally, Mr. Pollock testified that the
current Federal Energy Regulatory Commission benchmark ROE is
12.44%.

Perhaps the most convincing evidence that FPL's actual cost
of equity is significantly lower than 15.6% is FPL's voluntary
reduction of ROE in 1988 (Order No. 18340) and 1989 (Order No.
20451). FPL was entitled to use its authorized equity return
of 15.6% for purpose of the tax savings rule (Rule 25-14.003,
Florida Administrative Code), calculating AFUDC rates, and as
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an equity ceiling for surveillance purposes, but voluntarily
reduced this ROE to 13.6%. We very much doubt that FPL would
stipulate to an ROE of 13.6% for its non-oil backout rate base
if 13.6% were less than the company's actual cost of equity
capital.

Given current market conditions, we believe that FPL's
actual cost of equity capital is lower than 13.6%. However, in
the absence of cost of equity testimony in this docket, we note
that the 13.6% offered by this utility in the 1987, 1988 and
1989 tax savings dockets is closer to its actual cost of equity
than the 15.6% ROE authorized in Docket No. 830465-EI.
Therefore, we find that FPL is not justified in charging a
15.6% return on the equity portion of its capital invested in
the 500 kV transmission lines.

We find that the 13.6% ROE used for this utility in the tax
savings docket more closely approximates FPL's actual cost of
equity capital, and that excess revenues collected from April
1, 1988 through September 30, 1989 using the 15.6% ROE should
be refunded to customers, with interest. This timeframe
reflects the stipulation between FIPUG and FPL in Docket No.
890001-EI. (Attachment A to Order No. 20784):

c. FPL agrees that if any adjustment
is made to FPL's OBCRF as a result of
the proceedings in a8 later scheduled
hearing in Docket No. 89%0001-EI and/or
Docket No. 890148-EI, as a result of
consideration of the “Issues,"”™ any
amounts ordered to be refunded shall be
subject to refund as though the
Commission had considered and reached a
decision on the "Issues” in the hearing
held on February 22 in Docket No.
’90001‘!1 ]

The hearing referenced in this stipulation covered fuel
adjustment periods beginning April 1, 1988. That is, the oil
backout cost recovery amounts for the periods beginning April
1, 1988 were never finally approved. In keeping with the
intent and spirit of this stipulation, we find that a 13.6% ROE
should be wused to calculate the o0il backout revenue
requirements beginning Ap:°1l 1, 1988. Beginning October 1,
1989, the OBCRF was calcul-ted using a 13.6% ROE; therefore,
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the calculation of the revenues to be refunded should end
September 30, 1989. The amount to be refunded will be
determined at the February, 1990 hearing in Docket No.
900001-EI for inclusion in the April-September, 1990 OBCRF.

ITC Amortization

Accelerated depreciation is the driving factor for
investment tax credit (ITC) amortization. We find that
additional ITC amortization should be refunded to FPL's
customers as a3 result of the accelerated depreciation rccovered
by FPL.

FPL amortizes its ITC's generated by the o0il backout
investments by wusing a composite amortization rate. The
composite amortization rate is developed on a company-wide
basis by dividing the book depreciation expense by the
depreciable assets that generated the ITC's. The current
amortization rate is 4%, which implies a life of 25 years on a
composite Dbasis. If only the o0il backout assets were
considered, the depreciable life would have been consicerably
shorter since the o0il backout assets were recovered over a
seven year period, and ratepayers paying for oil backout assets
would have received the benefit of the amortization.

The Internal Revenue Code (IRC) and applicable Regulations
require that ITC's for an Option 2 wutility such as FPL's
project earn a weighted rate of return for ratemaking purposes
and be amortized above-the-line. The ITC amortization must be
no more rapid than ratable (over the depreciable book life).
The Regulations allow the use of & composite rate. FPL's
current approach does not violate the IRC or the Regulations.

Customers who paid for recovery of the accelerated
depreciation of the o0il backout assets should receive the
benefits of the associated ITC amortization. The amortization
method used by FPL will not accomplish this goal, as admitted
by FPL's witness, Mr. Donald Babka, on cross-examination.

Thus, there is a mismatch of the ratepayers who paid for
the recovery of the o0il backout assets and the ratepayers who
will receive the benefit of the ITC amortization. In addition,
the ratepayers are required to pay a return on the unamortized
balance of ITC's.
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As of August 1989, $17,780,000 of ITC's remain unamortized
due to FPL's method of ITC amortization, even though the plant
generating the ITC's (the 500 kv 1line) has been fully
recovered. This amount should have been amortized at the same
rate the o0il backout assets were recovered. Therefore, the
unamortized balance should be returned to ratepayers as scon as
is practicable, which we find to be through the OBCRF to be
established for the April, 1990 through September, 1990 time
period. This period was chosen to account for the ITC
amortization currently included in the calculation of the OBCRF
for October 1, 1989 through March 31, 1990. If this
amortization is not considered, it is possible that too much
amortization could be passed to the ratepayers, resulting in a
normalization violation.

Mr. Babka repeatedly stated his concern that the utility's
entire unamortized ITC balance of $453 million could be placed
at risk if an amortization rate specific to the o0il backout
clause was used. He further requested that FPL be allowed to
get a letter ruling from the IRS regarding use of an
amortization rate specific to the oil backout clause. This
conservative approach would ensure that the ratepayers are not
harmed in the long run by loss of the ITC's.

We believe that our ruling would not cause a viclation of
normalization requirements. However, to ensure that the
ratepayers are not harmed in the long run by the remote
possibility of loss of $453 million of ITC's, we will allow FPL
to request a letter ruling on this issue, with monies placed
subject to refund, with interest, while the letter ruling is
pending. The “subject to refund® provisions should begin April
1, 1990, when the new OBCRF is put into effect. We will
require that FPL submit a draft of the ruling request to
Commission Staff and the parties to this docket within 60 days
of the date of the vote in this docket. All parties and Staff
will be allowed to participate in drafting the final version of
the regquest to be presented to the Commission for approval.
If the parties cannot agree upon the language to be included in
the letter ruling request, our Staff will address the
alternatives in a recommendation to the Commission, and we will
address it at an agenda conference. The parties should be
allowed to participate in all phases of the letter ruling
process, including any conferences of right. FPL shall notify
Commission Staff and the partie: of any communication with the
IRS on this matter, and upon receipt of the final letter
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ruling, shall file a copy thereof in this docket.

Capacity Charge Collection

FIPUG argues that FPL should be required to collect
capacity charges for the Southern System UPS charges through
base rate mechanisms. We disagree.

Rule 25-17.016(4)(d) Florida Administrative Code states:

Once approved by the Commission, the
costs of a qualified oil-backout
project shall continue to be recovered
through the Oil-Backout Cost Recovery
Factor until such time as they are
included in the base rates of the
utility.

Thus, FPL must continue to recover the Southern System UPS
charges through the OBCRF until such time as they are included
in base rates, which would normally be at the time of the
utility's next rate case.

0il Backout Tax Savings

FIPUG questioned whether there were any oil backout Project
tax savings due to the change in the federal corporate income
tax rate. We find that there are no tax savings associated
with the o0il backout project. However, as previously
discussed, use of a 15.6% return on equity overstates FPL's
cost of equity capital and is therefore inappropriate at this
time.

For 1987 and 1988, FPL was required to refund tax savings
in accordance with Rule 25-14.003, Florida Administrative
Code. In that rule, ~“tax savings®" are defined as the
*difference between the tax expenses for a utility calculated
under the previously effective corporate income tax rates and
those calculated under the newly effective, reduced corporate
income tax rates.” For o0il backout purposes, the utility has
included current tax rates in its factor and has Dbeen
recovering income taxes related to oil backout at the current
income tax rates. Therefore, tax savings related ¢to o1l
backout do not exist.
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Discontinuance of the Oil Backout Cost Recovery Factor

FIPUG further argued that Rule 25-17.016(6), Florida
Administrative Code, requires the discontinuance of the 0il
Backout Cost Recovery Factor when FPL'S transmission line costs
are fully recovered. We find that it does not. While FIPUG
correctly states that the OBCRF must terminate when costs of
the project have been recovered, the line itself is only one
component of the entire project. Although the transmission
line should now be fully depreciated, the 0il Backout Rule
requires that cost recovery continue until all project costs
are fully recovered or are included in rate base.

We further find that FIPUG's argument that the recovery of
oil backout project costs through an energy-based charge is
unfair and unduly discriminatory is barred by the doctrines of
res judicata and administrative finality. We have consistently
rejected this claim in the past. The doctrine of
administrative finality mandates that we reject it once more.
As FPL pointed out in Appendix A of its brief, entitled
“FIPUG's Six Prior Arguments That An Energy Based O0il Backout
Charge is Unfair or Inequitable®, FIPUG made this same argument
in five previous dockets: Docket No. 810241 (the adoption of
the o0il backout rule); Docket No. B820155-EU (FPL and Tampa
Electric Company's o0il backout project qualification); Docket
No. 820001-EU (FPL's initial oil backout cost recovery in the
fuel docket); Docket No. 820097-EU (FPL's 1982 rate case); and
Docket No. 830465-EI (FPL's 1984 rate case). We reject FIPUG's
attempt to raise the same arguments in this docket. We note
that, absent inclusion of the project in rate base, FIPUG's
requested relief to discontinue recovery of oil backout project
costs in an energy-based o0il backout charge is inconsistent
with Rule 25-17.016 and therefore not permitted by Section
120.68(12)(b), Florida Statutes.

Rule 25-17.016 (4)(e), Florida Administrative Code,
requires that “"The Oil-Backout Cost Recovery Factor applicable
to a qualified oil-backout project shall be estimated every six
months in conjunction with the Fuel and Purchase Power Cost
Recovery Clause....” and that [a] true-up adjustment, with
interest, shall be made at the end of each six-month period to
reconcile differences between estimated and actual data."
Thus, FIPUG's claim that this rule does not specify how project
costs be recovered is confusing. Although the rule does not
specify that the oil backout cost recovery factor be applied on
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an energy basis, an energy-based charge is consistent with the
rule. Indeed, it is difficult to conceive of any non-energy
based recovery scheme which would be consistent with this
section of the rule. We believe that FIPUG's position on this
issue is inconsistent with the rule.

Further, FIPUG may not how challenge the use of the Martin
Coal units in calculating deferred capacity savings to be used
in the calculation of Actual Net Savings since it has, in three
prior proceedings in which FIPUG was a party, failed to raise
the issue, not objected to stipulated Factors and failed to
request reconsideration. However, had FIPUG objected in any of
the three prior proceedings in which deferred capacity savings
were calculated using the deferred Martin Coal units, the rule
would have required the same result: once approved, recovery
of the project continues. Although FIPUG is not precluded from
contesting calculations derived using the Martin Unit cost
estimates in upcoming periods, we will not allow FIPUG to
contest the fact of approval. In fact, FIPUG's requested
refund of oil backout revenues would constitute illegal
retroactive ratemaking at this point, with the exception of
project expenses collected after March 1988, which are still
properly subject to Commission scrutiny.

We disagree with FIPUG's position that all oil backout
revenues may be properly refunded. FIPUG points to the Florida
Supreme Court decision in Gulf Power Co. v. Florida Public
Service Commission, 487 So. 24 1036 (Fla. 1986) as support for
the position that funds collected through the fuel adjustment
clause may be refunded. However, that case dealt with the
refund of fuel expenses imprudently incurred. The Supreme
Court upheld the Commission's order of a $2,200,000 refund cof
excessive fuel costs, pointing out that the “authorization to
collect fuel costs close to the time they are incurred =hould
not be used to divest the commission of the jurisdiction and
power to review the prudence of these costs.® (Id. at 37)
Thus, the decision was predicated on the Commission's ability
to review the prudence of the utility‘'s fuel expenditures,
which is not analogous to the relief requested by FIPUC:
retroactive disapproval of the project for cost recovery
purposes. FIPUG has presented no evidence that FPL imprudently
incurred expenses. Rather, FIPUG's claims amcunt to an attack
on the application of the ©0il Backout Rule rather than a
request for scrutiny of project expenses.

Based on the foregoing, it is

ORDERED that, except insofar as relief is granted herein,
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the Petition of the Florida Industrial Power Users Group to
Discontinue Florida Power & Light Company's 0il Backout Cost
Recovery Factor is denied. It is further

ORDERED by the Florida Public Service Commission that
Florida Power & Light Company recalculate 1its O0il Backout
revenue requirements and Oil Backout Cost Recovery Factor for
the period April 1, 1988 through September 30, 1989, using a
13.6% return on equity rather than 15.6% as previously
calculated. It is further

ORDERED that Florida Power & Light Company submit testimony
in support of its recalculated 0Oil Backout revenue requirements
and 0Oil Backout Cost Recovery Factor in connection with the
February, 1990 hearing in Docket No. 900001-EI. It is further

ORDERED that the amount to be refunded to Florida Power &
Light Company's ratepayers due to the recalculated revenue
requirements and factor will be determined at the February,
1990 hearing in Docket No. 9%00001-EI, and shall be included 1n
the utility's April - September 1990 Oil Backout Cost Recovery
Factor. It is further

ORDERED that, beginning April 1, 1990, Florida Power &
Light Company shall place subject to refund a sum of money
equal to the revenue effect of the unamortized balance of
Investment Tax Credits existing at that date, plus interest
from that date forward. It is further

ORDERED that Florida Power & Light Company request a letter
ruling from the Internal Revenue Service regarding use of an
amortization rate specific to Rule 25-17.016, Florida
Administrative Code, in accordance with the terms and
provisions of this Order. It is further

ORDERED that this docket shall remaia open i{or further
proceedings pending Florida Power & Light Company's receipt of
the letter ruling from the Internal Revenue Service as ordered
herein.

BY ORDER of the Florida Public Service Commission,
this Sth day of _DECEMBER 98 9 .

sion of Records and Reporting

( SEAL)
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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, tc 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 1limits 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.

Any party adversely affected by the Commission's final
action in this matter may request: 1) reconsideration of the
decision by filing a motion for reconsiderstion with the
Director, Division of Records and Reporting within fifteen (15)
days of the 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 electric,
gas or telephone utility or 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 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 after the issuance of this order, pursuant to
Rule 9.110, Florida Rules of Appellate Procedure. The notice
cof appeal must be in the form specified in Rule 9.900(a),
Florida Rules of Appellate Procedure.



