SOAH Docket No. 473-01-3144

PUC DOCKET NO. 24195

APPLICATION OF CENTRAL POWER LIGHT COMPANY TO IMPLEMENT THE FUEL FACTOR COMPONENT OF PRICE TO BEAT RATES
§§§§§
BEFORE THE STATE OFFICE

OF

ADMINISTRATIVE HEARINGS

BROWNSVILLE PUBLIC UTILITIES BOARD’S

STATEMENT OF POSITION

The Brownsville Public Utilities Board (“PUB”) hereby submits its Statement of Position in this proceeding.  PUB generally agrees with and supports the testimony filed by Central Power and Light Company (“CP&L”).

PUB believes that the Price to beat (“PTB”) rate is a benchmark to gauge the costs and benefits of deregulation.  The PTB rate should reflect the CP&L base and fuel rates in effect January 1, 1999, less six percent adjusted for today’s higher fuel costs.  The calculation to determine these higher fuel costs should be consistent with the cost structure of CP&L assuming a stand-alone monopolistic utility.

PUB believes that it is appropriate to determine CP&L projected fuel costs through the use of a PROMOD model that assumes a regulated business environment.  PUB believes that the PTB calculation is a reflection of regulatory rates and rate setting methodology and that the PTB fuel cost factor for these purposes should reflect this fact.  The PTB fuel cost factor should not take into consideration market forces that may result from the deregulation of wholesale generation.  The PUB believes that the economic impact of deregulation on PTB customers should be measured against CP&L’s cost of serving customers as a monopoly.  

PUB disagrees with Office of Public Utility Counsel (“OPC”) witness Falkenberg and Cities witness Andersen, with respect to the use of a multi area PROMOD dispatch.  CP&L’s PROMOD dispatch should be based on a single-area model.  This approach is consistent with the PTB objective of benchmarking CP&L rates on an individual utility basis thus allowing competitive entry under the PTB rate.

PUB agrees with OPC witness Falkenberg and Cities  witness Andersen, with respect to South Texas Nuclear Project (“STP”) capacity factor assumptions in the PROMOD model.  CP&L should be required to use the same plant dispatch assumptions as used in the ECOM phase of the CP&L UCOS proceeding.

PUB disagrees with OPC witness Falkenberg, with respect to standardization of gas and market forward price projections.  CP&L should be allowed to use their proprietary projections of forward gas and market prices subject to the 2004 true-up provision.  The fuel cost factor should be based on the most recent information with respect to future gas and coal prices

Finally, PUB agrees with Staff witness Jochec, with respect to the under-recovery of fuel.  CP&L should not be allowed to institute fuel cost factor surcharges to collect the cost of unrecovered fuel until the 2004 true-up.
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