
'Steel Hector &: Davis , __ 

February 3, 1995 

Blanca S. Bayo, Director 
Division of Records and Reporting 
Florida Public Service Commission 
101 East Gaines Street 
Tallaha~see, FL 32399 

RE: DOC~T NO. 95006~- : 

Dear !4s . Bayo: 

Enclosed for filing please find an original and iilt .... n 
(151 copies of Florida Power & Light Company's Rebuttal T••stimony 
of Messrs. R. Silva and B.T. Birkett. 

-
£:,)--

1 P1HC/ml 

( T'•·: ,\11 l'i1 t lien; oL Record 
( 

( 

-p~? 
I I -
l 
( 

I 

Vo 
0 111 

Lf 

'-OI!o:o 
11&~~ 

-eo• , ...,__ R.l2301 , .,. 

-m%100 'a: (W)qm .. ,_o 

Very truly yours , 

~~~ 
Matthew M. Childs, P. A. 

w 
< 
C" 
• 
0: .... 
co 
l: 

"' 56 = M 
,_ 
c:: 

I 0 
CD n. 
w ..... 
L.o- a: ...... 

"' r- 0 n· 
CX) 0 

N v 
'"' "" • 

0 u 
VI 
0.. .... 



• ' 

CBRTIPICATB OP S&RVICE 
DOCKET NO . 950001-ZI 

I HEREBY CERTIFY that a true and correct copy ot F' I or icla : "~'-: 

& Light Company 's Rebut t al Testimony of Mess rs. R . . ;i lva .~'1d !'.·:. 
Birkett, have been furnished by Hand Delivery•• or u. s . !·!ail •ht., 

3 rrl rlay of Februa ry. 1995 . to the follo•..,ing : 

Wl rtha Brown , Esq . • • 
Division of Legal Services 
FPSC 
101 East Gaines Street 
Tallahassee. FL 32399 

Joseph A. McGlothlin, Esq . 
J ohn w. t1cWh irter . J r .• Esq . 
Vicki Gordon Kau fman, Esq . 
315 s . Cal houn Street 
Sui te 716 
Tallahassee, FL 32301 

G. Edi son Holland , Esq . 
Jeffrey A. Stone . Esq . 
Beggs .:~nd Lane 
P. 0 . Box 12950 
rensacola, FL 32576 

Floyd R. Se!(, Esq . 
Me~se r . Vickers . Caparel l o . 
r~ arl~en , Lewis , Goldman & 

Hetz, P.A. 
P. o . Box 1876 
Tallahassee , FL 12302- 1876 

H1L'I1d ld A. Zambo, P. A. 
~98 S.W. Hidden River Ave . 
Palm City, FL 34990 

r.~t• r .1.r . Ar ick1ie ld, Esq . 
Ottck1ield , Burchette 

& Ritts, P.C. 
102S Thomas Jefferson St .N.W . 
Eighth Floor, West TOWPt 
\•laslunqton, l. . C . 20007 

J ohn Roget !I ,; • l I· 
Office of PuiJI ic counst>l 
111 West Madtson St rPer 
Room 812 
Tallahassee , FL 32399 

Lee L. Willi s , Esq . 
James D. Beasley, Esq . 
Macfar l ane Ausley Pergun~,;11 

& McMullen 
P. 0 . Box 391 
Tallahassee, FL 12302 

James A. McGee, Esq . 
Florida Power Corporation 
P. 0. Box 14042 
St. Petersburg. Fl. 3, 7 1 s 

Prentice P. Pruitt. Esq. ·· 
Legal Serv1ces 
FPSC 
101 East Gainen r.t Jt•o •t 
Tallahassee, FL 3239~ 

Richard J . Salem, Esquin• 
Marian B. Rush. Es(juin> 
Sal em, Saxon & NiPl sen 
101 East Kennedy Blvd . 
Suite 3200 
One Barnett Plaza 
Post Of f ice Box 3399 
Tampa, Florida 33GOI 

Stephen R. Yurek , Equire 
Dahlen, Berg & Co . 
2150 Dain Bosworth Plaza 
60 South Sixth St rel"l N)J •.n 
Minneapol is, MN 55402 

~~g/ 
Matthew M. Chi lds , P.A. 



·-
BEFORE THE FLORIDA PUBUC SERVICE COMMISSION 

FLORIDA POWER & UGHT COMPANY 

REBUTTAL TI!SnUONY OF RENE SILVA 

DOCKET NO. 850001·1!1 

Febnary 3, 1885 

'" 

a PleaM •• your nama and iidclaa 

2 A. My name Is Rene SUva.. My l:<Jalneu address II 9250 W. Flagler . 

3 Street, Miami, Florida 33174. 

4 

s a. By whom.,. yoo ~and What .. your position? 

6 A. I am employed by Florida Power & Light Company (FPL) as Manager 

7 of Forecastlng and Aegula1ory Response In the Power Generation 

8 Business Unit 

9 

10 a. Have you pteVIoully tHtfllld In thll docbt? 

11 A. Yes. 

12 

13 a. What Is U. pwpoee of your taltlmony? 

14 A. My rebuttal testlmony rebuts the direct testimony of Witness Steven M. 

15 F!etek, filed on behalf of Flotlda Steel Colporatlon. Specifically. my 

16 te9tlmony will addreu the oonc:ems that Mr. Fletek expressed 

1 7 regarding FP L'a proj ected colt of natural gas for tho April through 
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September 1995 period. My testimony shows that Witness Fletek's 

2 conclusion that FPL'a p«»fec:tad fuel cost Is excessive Is Invalid, that 

3 his met.hoclology Ia flawed!, and that he falls to reoog.nlze the difference 

4 between the price of gas aupply ($/MMBTU) that FPL purchases, and 

5 the cost of gas generation ($1MWH) that FPL Incurs In generating 

6 electric:l1y using gu u a fuel. 

7 

8 Q . 

9 

On peoe 5, .,.. 14-18 ol Nl tt 1C •IDI"'Y· Wllneu Flllilk states that • 

FPL'a nat\nl get COlt P'QJK!!ot• torr.. Ap11 ttwough Septent~er 1995 

1 o period '1s owrstaled b)' a1 ~ ~G5.5 milan." Da you agree? 

11 

12 

13 

A. No. FPL's projected coat of natural gu generation for tho April through 

September 1995 Fuel Cost Recovety period (projected period) Is 

based on FPL's November 199-4 gas price forecaat for the projected 

14 period, which reflects then current gas market oondltlons and 

15 perceptk'ns, as well u the cost of gu transportation to FPL. gas 

16 supply contract pricing ttf ms. the quantity of gas e~ted to be used 

17 In FPL's system. the efllc:lency In heat rate (BTU/KWH) with which gas 

18 Is used In each of FPL'a generating units, FPL's projected load 

19 requirements and the cost and avallablll1y of oth8f SOYrces of energy 

20 during the projected period. FPL'a projected COlt Ia correct and 

2 appropnate for uae In tho Fuel Colt Recovery Clause for the projected 

22 period. 
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3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

a. 

A. 

Witness Fletek hu calculat8d hla $65.5 million figure by 

Inappropriately applying FPL'I updated average unit cost ol gas 

generation (In SIMWH) lof the October 191M through March 1995 

period (current period) to FPL'e projected gas generation (In MWH) 

during the projected period and eubtraotlng that product , withou t 

explaining why Ita uae II juetlfled, from FPL'1 projected cost of gas 

generation for the projected p8f1od. Wltnela Fletek Inexplicably refers 

to this dlfferenee as FPL'a ex~ co.l 

Wtry Is Wllne• Fletek'a me~ 1n111Pfop111 .. ? 

Because It (1) albltrarlly, and without any juatf&·~tlon, assumes that 

the current period gaa generation coat estimate (In SIMWH) should be 

used as the projected fuel cost ntlmat.e {In $/MWH) for a future 

period, and In 10 doing, (2) fall to recognize a number of significan t 

factual (and one projecl8d) dlff8fences between tre projected period 

and the current period that affect FPL't cost of gas generation. 

Witness Fletek't methodology erroneouely equatee FPL's cost o l 

electric generation using gaa (In SIMWH), which I refer to as gas 

generation, to the price of gas In the market (In SIMMBTU). thus 

Ignoring other determlnaru of the coat of gas generation. In addition, 

he assumes erroneouely that the pnce of gu In the market w!H not 

change between the current petted endlog In Man:h 1995, and the 

3 



1 projected period. Therefore, for these reasons. his results are lnvalld. 

2 

3 a. 

4 

5 

6 A. 

Whit are the ay clflm1aa bl:tuu .. n the a.wrent period, ending 

March 1885 and the PfOIKIItd period thet affect thG COlt of gas 

generetlon? 

There are four slgnlfleant differences botween the projected period and 

7 the current period that ara cooectly reflected In FPL's projected cost 

8 of gas generation for the projected period, and which witness Fletek • 

9 falls to consider. 

10 

11 First. the average heat ratu of gal generation during the projected 

12 period Is approximately 9.87% higher than for the current period. This 

13 means that, on average, It wll taka 8.87% more gas to generate a 

14 megawatt-hour (MWH) In the projected pll1od. Had Witness Fletek 

15 reflected this heat rate difference (1hat we know will occur) In his 

16 calculation, his $85.5 million would have beon reduced to $43.6 

17 million. 

18 

19 Second, FPL's average firm gaa transpol1atlon rate will l.ncreaso by 

20 approximately 12.8% from the current period, ending March 1995, to 

21 the projected period because FPL wll receive, beginning In March 

22 1995,200,000 MMBTU per~ of~ gal transportation from 

23 the higher-tariff FTS·2 firm IIMco uaoclated wi th Florida Gas 

4 



2 

3 

4 

5 

Transmission's Phase Ill pipeline capacity expansion. Had Witness 

Fietek abo reflected this known Increase In the gas ttansportation cost 

In his calculation. hla result would have been further reduced to $35.5 

mnlion. 

6 Third, during tho proJected period, FPL will receive approximately $1 .0 

7 million In credits from Ita gas auppller, compared to about $12.4 million 

8 of credits for the current pel1od ending M81Ch 1995. These credits • 

9 were obtained by FPL fof lt3 cuseom-n u par1 of the negotiated 

10 agreement, concluded In May 1994, to replace pr1or gas supply 

11 contracts with a new lo~ tetm contract. Had Witness Fietek's 

12 calculation also reflected this known red.uctlon In credits, his result 

13 would have been further reduced to leas than $14 million. 

14 

15 Fourth, we proJect thai, on average, FPL's gas supply price will be 

16 $0.10/MMBTU higher during the projected period than tor tho current 

17 period, ending March 1995. Witness Flet8k assumes that the gas 

18 market price will not change. Applying FPL's projected gas supply 

19 price lncrea.se to Wltnosa Fletek'a ca.lculallona further reduces his 

20 result to about $3.3 mnllon, or leas than 1.2% of FPL'a total proj ected 

21 cost of gas. 

22 

23 II should be noted that tho only detennlnant of the cost of gas 

5 



generation ($/MWH) cbcussed In Witness Fletek's testimony Is the 

2 market pr1ce of natural gas ($/MMBTU). My testimony shoVts that his 

3 lmpRed gas prk:e position (no change from the current period). with 

4 which we dls~ree, accounts lor less than $14 million. 

5 

6 a. 

7 

8 A. 

Wtft Is the .... ,.Ill hNt l'lte ol gu genel'ltlon higher In the projocted 

pertod? 

Because as the quantity vf natural gas used In FPL'a generation · 

9 system Increases, more gas Is allocated to gen8f'atlng units that utilize 

10 gas less elllelently. Ourfng 'M projected period, gas generation is 

11 projected to be approximately 13.6 mOtion MWH; this Is 5.4 million 

12 MWH or 65.7% more than the 6.2 mUUon MWH (Rebuttal Document 

13 No.1, llne 14, column H (RS-<l)) for the current period, ending March 

14 1995. FPL dlspatohes Ita most efliclent units first, so the additional gas 

15 generation Is provided by less elllclent unlta. As a rnult, the average 

16 heat rate lor gu generation In the projected period Is 8,527 

17 BTU/KWH; this Is 7&8 BTU/KWH, or 9.87% higher than the 7,761 

18 BTU/KWH (Rebuttal Document No.1, Une 72, column H (RS·4)) lor tho 

19 current period, ending March, 1995. 

20 

21 a. 

22 

23 A. 

How would you a~lcullte the ~ ol hNt rete lhlt wttneu Flelek's 

calculation tailed to l'lfttct? 

As I have atated above, WltnaU Fietek'a proposed methodology I~ 

6 



Invalid. Therefofe, I have performed clfferent calculations In order to 

2 quantify the magnitude of the errot In Wltn81$ Fletet<'s calculation due 

3 to each of the four dlfference. descttMid above. 

4 

5 Multiplying tho $/MMBTU avetage cost of gas In th9 current period 

6 ending March 1995, shown In Document No.1, line 62. column H 

7 ($2.1057/MMBTU) by the lOCal MMBTU utod In the projected period 

8 (115,917,400 MMBTU), and then subtracting that product· 

9 ($244,087 ,269) from FPL'a total Jl(ojected cost of gu lor the proJected 

10 period ($287,711 ,489) reaulta In $43,624,220, Instead ot Witness 

11 Fletek·s $65,533,519. Tho difference between these figures Is the heat 

12 rate effect. 

13 

14 a. 

15 

16 A. 

17 

Pie ... expllln Why the gas tral.,.tatlon COlt wtl be higher In the 

projedld pertod. 

During the current period ending March 1995, FPL Ia transportlr.g 

approximately 51.2 mUilon MMBTU of gu a1 $0.54/MMBTU, the tariff 

18 approved by the Federal Energy Regulatory Commission (FEAC) tor 

19 FTS·1 (existing lltm gas transportation aervloe provided by Florida Gas 

20 Transmission (FGT) to FPL and other Florida cuatomera), Including 

21 compress01 fuel chargee. FPL It alto transporting about 6.2 million 

22 MMBTU ol gu at $0.8a/MMBTU, the tatltl approved by FEAC !of 

23 FTS-2 (new lltm gu transpOrtation a8fVIce ICheduled to begin on 

7 



a. What II the en.c:t of the rtdiiCIIOn In creditS that Witness Fletek's 
2 calculation taled 1o rdlct? 

3 A. Approximately $21 .5 mAIIon. During the current period, ending March, 
4 1995, the $12.4 mUilon In ctedltl are divided by the 63,680,761 

5 MMBTU of gu FPL It pun:hulng. Thit «edll amount reduces FPL's 

6 unit cost of gas by $0.1943/t.AMBTU, and thus controutes to tho lower 
7 ($2.1057/t.AMBTU) cost of gu during the current period. For tho 

8 projected period, the $1 .0 mllon In ctedltl, divided by the 115,917,400 · 
9 MMBTU of gas FPL projects eo purchue, will reduce FPL's cost of gas 

10 by only $0.0088/MMBTU. The difference, $0.1855/MMBTU, multiplied 
II by tho 115,917,400 MMui U of gas FPL wfU purchase In tho projocted 
12 period resul:s In $21,502,678. This Is tho amount that Witness 
13 Flotek's calculation failed to reflect. Tills effect of known reduced 
14 credits should be subtracted from the $35,481 ,120 shown previously 

15 to reduce the figure to $13,978.4-42. 

16 

17 a. Please explain how FPL'e proflded cllkrenca In lhe gaa supply pl1ce 
18 aftecta the co.t of gat gtne18tlon In the proflclad penoct. 
19 A. The weighted average cost of gu supply (lot that portion of the gas 
20 delivered through firm transportation) during tho projected period Is 
21 $1 .86/MMBTU, or $0.10/t.AMBTU higher than lot the current period 

22 (Rebuttal Document No.2 (RS-6)). Thlt prtc:. lncteue refleclt our view 
23 that greater gaa mancot demand In Auguat and September will push 

9 



1 gas supply prices to the higher levels that existed In the first quarter 

2 of 1994. Multiplying the S0.1 OJMMBTU projected price difference 

3 between the projected period and the current period ending March 

4 1995, by the quantity of gas deiiV8f8d under firm transportation In the 

5 projected period (110,790,000 MMBTU) results In $10,637,271. This 

6 Is the effect of the difference In FPL's projected price of gas supply 

7 between the two periods. Witness Fletak's methodology erroneously 

8 implies that this effect Is $65.5 miiUon. 

9 

10 If this $10,637,271 Is subtracted from the $13,978,442 shown above, 

11 only $3,341 ,171 remains. Thla diff8fPtlCe relates to changes In the cost 

12 of Interruptible gas transportation and the cost of gas supply delivered 

13 through Interruptible transpor1atlon. 

14 

15 

16 

17 

18 

19 

a. 

A. 

How wt1 FPL reflect c:tangn In gu mi!Wt c:ondltlonl on Ill protected 

cost of fuel? 

We wiU continue to monitor and evaluate gas marltet developments. 

as well as changes In other fuels. Prior to the Prehearlng Conference, 

we will detennlne whethel' changes In fuel market conditions (for gas 

20 and other energy sources) suggest that a change In the overall 

21 projected cost of fuel for the projected period Ia appropriate and, If sc. 

22 we will propose a change at that time. Mr Birkett's Robut1lll Testimony 

23 also dlscuues. the process and pn)Cedures used to address the 

10 



1 effects of changing fuel prices In the Fuel Cost Recovery Clause. 

2 

3 a . On page 6, lines 9·14 of his tnttmony, Wflne• Fle1ek SUites: 'l'P L dkl 

4 not recognize the ~r actual awrag~ cost of ,.tlnl g111 when h 

5 protec:1ed 11s .. nnl g111 COlt tor the pertod Ap111 1995 through 

6 Septennr 1995 but lni10ad conlhJtd to u. Ita higher original 

7 estimate tor October 1994 through Men:h 1815 •• the starting point for 

8 profec:tlng Its fut1n gu coMa." Do you 19M? 

9 A. No. This Is Incorrect. The avarege gas supply price projected In FPL's 

10 price projection prepared In May, 199<l for the October. 1994 through 

11 March, 1995 period will! $2.29/MMBTU. In November, 1994, the 

12 average projected gas supply price for the October. 1994 through 

13 March, 1995 period was reduoed to $1 .78/MMBTU, and a new gas 

14 price projection was developed, recognizing the reduced a~st of gas, 

15 for the April through September 1995 period which resulted in an 

16 average gas supply price of 1.86/MMBTU (Rebuttal Document No. 2 

17 (RS-5)). Thls November price projection Is the one used ln FPL's Fuel 

18 Cost Recovery filing of January 1995. 

19 

20 a. on page 7, linea 14-17 of his ....U.iionY, Wllneu Flotak recommends 

21 that the Cotnmlulon l'lduce "L'a Pfoll*d fUll cost by $65.5 mnnon. 

22 Do you agree? 

23 A. No. Wltnoss Fletek'steatimony uaea a flawed calculation In an attempt 

11 



2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

a. 

A. 

to support his conclusion that FPL used an excessively high price of 

gas supply In Its calculallon of the projected fuel cost for the April 

through September 1995 p8f1od. Moreover, in reaching his conclusion. 

Witness Fletek falls to recognize the difference between FPL's price 

of gas supply and Its cost of eleclrlc generation using gas. As a result. 

although his testimony Ia lntanded as a ctltlclsm of FPL's gas price 

projection. h does not acoompllah ths.t objeetlve because It cr11lclzes 

a gas price projection that doea not exist . 

The calculation that resuhed In Wineu FleteJ('s $65.5 million f~gure Is 

tnvaJid because, as demonatrat'.Jd In my testimony, It falls to reflect a 

number of significant known facta that affect the cost of gas 

gonoratlon, and hla 8lbl1rary usumP'Ion that currant porlod costs 

should be used to eatlmata the cost for a future period has no 

justifteatlon. In addition, h would not be appropriate to adjust the total 

projected fuel cost tor the projected period based solely on the 

perceived variation in a &Ingle fuel, without considering the effect of 

changes In prices of other fuels. Therefore his recommendation Is 

without merit and should be rejecwd. 

Does this conclude your ,.bultalttltl•......y? 

Yes, It does. 

12 
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