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P R 0 0 B B D I B G 8 

(Hearing convened at 10:00 a.m.) 

COMMISSIONER DEASON: Call the hearing to 

4 order . ~le' 11 begin by )laving tbe notice reaci. 

5 MS . BROWN: By notice issued February lOth, 

6 

6 1995, this time and place was set tor a hearing i n the 

7 following dockets: Docket 950001-EI, fue l and purchased 

8 powe r cost recovery c lause; Docket 950002-EC, energy 

9 conservation cost recovery cause; Docket 950003- GU, 

10 purchased gas cost recovery clause; and Docket 

11 950007-EI, e.nvironmental cost recovery clause. 

12 The purpose of the hearing is described in the 

13 notice. 

14 COMMISSIONER DEASON: We'll take appearances. 

15 MR . CHILDS : Commissioners, my name is Matthew 

16 Childs of the firm of steel, Hector a nd Davis . I ' m 

17 appearing on behalf of Florida Power and Light Company 

18 i n the 01 and 07 dockets. 

19 MR . BEASLEY : Commissioners, I'm James D. 

20 Beasley of the law firm of Macfarlane , Ausley, Fer~uson 

21 a nd McMulle n, representing Tampa Electric Company i n the 

22 01 a nd 02 dockets . 

23 MR. KAUFMANN: ColDllliasioners, my name is 

24 Mic hael Kaufmann, of the firm of Bric kfie l d, Burchette 

25 and Ritts, out of Washington, D. C., representing Florida 

FLORIDA PUBLIC SERVICE COMMISSION 
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1 Steel in the 01 docket. 

2 MS. RUSH: Commissioners , my name is Marian 

J Rush, I'm with the firm of Salem, Saxon and Neilsen. 

4 I ' m here with Mr. Kaufmann representing Florida Steel in 

5 the 01 docket . 

6 MR. HOWE : Commissioners , I 'm Roger Howe with 

7 the Office of Public Counsel, appearing on behalf of the 

B citizens of the state of Florida in the 01, 02, OJ and 

9 07 dockets . 

10 MR . McWHIRTER: Mr. Chairman, my name is John 

11 McWhirter of the firm of McWhirter Reeves, appearing on 

12 behalf of the Florida Industrial Power Users Group in 

13 the 1, 2, 3 and 7 dockets. 

14 MS . BROWN: Martha Carter Brown and Vicki o. 

15 Johnson representing the Florida Public Service 

16 Commission Staff in the 01 and 07 . 

17 MR. PRUITT: I'm Prentice Pruitt, counselor to 

1B the Commissioners. 

19 COMMISSIONER DEASON: Okay. Very well. 

20 MS. BROWN: CoiiiiDissioner, may I mention 

21 something before we get ~tarted? 

22 COMMISSIONER DEASON: Well, I have something 

23 to do with the appearances, something to say, and then 

24 we can get on 

25 MS. BROWN: Something to do with appearances? 

FLORIDA PUBLIC SERVICE COMMISSION 
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COMMISSIONER DEASON: Yes. Yesterday, Jeffr y 

2 stone -- i s that what you wanted to just mention? He 

J called my office and spoke with Charles. Apparently, he 

4 has no issues or Gulf Power has no issues, and it was 

5 his desire to be excused from today•s proceedings and I 

6 granted him that . And he did obviously partic ipate in 

7 the prehearing process and we.nt through that; and since 

8 t here are no contested issues, there would be no need 

9 f o r him to appear here today. 

10 MS. B.ROWN: Yes . I had one other matter on 

11 appearances , Commissioner Dea~on. 

12 Ms. Rush is sponsoring Mr . Kaufmann in this 

1 ~ proceeding. She filed notice of sponsorship this 

14 morning . 

15 COMMISSIONER DEASON: Yes. I reviewed that, 

16 that filing; and without objection, that sponsorship 

17 will be recognized and we'd welcome Mr. Ka ufmann to 

18 partic ipate with us today. 

19 

20 

21 

22 

2 3 

24 

25 

proceed 

into the 

MR. KAUFMANN : Thank you. 

* * * * * * 
MS. BROWN: Commissioner, we're ready to 

with 01 if you are. 

COMMISSIONER DEASON: Yes . We will proceed 

01 docket at this time . 

MS . BROWN: Commissioner, I have a couple of 

FLORIDA PUBLIC SERVICE COMMISSION 



1 minor corrections to the Prehearing Order that was 

2 issued yesterday. 

9 

3 Let me first with respeot to the witnesses , 

4 let me first mention that Hr . Birkett fro• Florida Power 

5 and Light and Mr . Silva filed rebuttal testimony in the 

6 case, and the Prehearing Order does not reflect that. 

7 Mr . Childs has proposea that they give their direct 

8 testimony and then give their rebuttal testimon y at the 

9 appropriate time • 

. 0 COMMISSIONER DEASON: And that w~s tor 

11 witnesses Birkett and Silva? 

12 MS . BROWN: Yes . 

13 We have four out.standing company-specific 

14 issues to deal with. we have several conpany-specific 

15 issues that have been stipulated and I need to mention 

16 one of them . 

17 Jim, what issue is that that I need to add? 

10 Commissioner, if you would turn to Page 21, 

19 Issue 23B, when we were putting this final Prehearing 

20 Order together, the last sentence of the position, of 

21 the s tipulated position in that issue was inadvertently 

22 dropped, and I would like to read that into the record 

23 now. 

24 It is a separate paragraph, and it begins, 

25 "All ot the revenues that result trom interchange saleo 

FWRIDA PUBLIC SERVXCE COMMISSION 
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1 other than the firm Schedule D sales should continue t o 

2 appear as credits in the appropriate adjustment clauses. 

J The Company should notice the Co_i,ssion ' s Division of 

4 Electric and Gas via a certified letter if (when) 

5 additional Schedule D sal es are .ade." 

6 That's part of the position that Staff and 

7 Tampa Electric Company reached agreement upon, and it 

8 j ust got left out; the comput•r ate it. 

9 There ia one other minor correction that I 

10 need to make, and that is with Issue 13. 

11 Issue 13 is a stipulated Issue as wel l, and 

12 the Prehearing Order does not reflect that. 

lJ COMMISSIONER DEASON: So then the onl y issues 

14 remai ninq are 10A, B, c . 

15 

16 

17 

MS . BROWN: 23A. 

COMMISSIONER DEASON: And 23A. 

MS. BROWN: Yes . All of the other issues have 

18 been stipulated. There are generic issues that have 

19 been stipulated with the caveat that the number is 

20 subject to ad justment for certain companies pondinq 

21 resol ution of the company-specific isaueo in the fallout 

22 issues . It's j ust a calculation that we'll make after 

23 tho Commission makes ita decision . 

24 

25 

COMMISSIONER DEASON: Yes. Very well . 

MS. BROWN: There ia nothing further 

FLORIDA PUBLIC SERVICE COMMISSION 



1 preliminarily, and we're ready to proceed with the 

2 issues in dispute. 

11 

3 COMMISSIONER DEASON: Well, would it be more 

4 expeditious it we went ahead and identified all of those 

5 witnessess whose testimony will be i nserted, and their 

6 exhibits and go ahead and have that portion of the 

7 record completed, and then we c an aove into the live 

8 testimony of the other witnesses. 

9 MS . BROWN: Yea. Yea, you're right, 

10 Commissioner, it would be. 

11 

12 

COMMISSIONER DEASOtl : Okay. 

MS . BROWN: Starting on Page 5 of the 

13 Prehearing Order the witnesses whose testimony has been 

14 st ipulated to be inserted into the r ecord as though 

15 read , all appear with an asterisk next to their names. 

16 And likewise the exhibits they have sponsored have been 

17 ident ified with an asterisk next to their name. 

18 COMMISSIONER DEASON: Firat of all, let ' s take 

19 care of the testimony. 

20 I'm going to ask all of the parties t o l ook at 

21 the Prehearing Order and make sure that those witnesses 

22 that do have a asterisk by their names, that it is 

23 appropriate for their testimony to be inserted into the 

24 record and c ross examination be waived. 

25 I take it now you ' re movin~ that all of those 

FLORIDA PUBLIC SERVICE COMMISSION 



1 witnesses who are so deaiqnated, t hat at this point 

2 their testimony be inserted into the record . 

3 MS . BROWN: Yes, Commissioner. 

4 COMMISSIONER DEASON: Without objection, 

12 

5 s howing no objection, show that the t estimony for those 

6 witnesses so designated will have t heir testimony 

7 inserted into the r ecord. 

8 Now let's proctled to the exhibit s tor those 

9 particular witnesses. And what page is that on? 

10 MS. BROmJ: That 's a Pages 22 through 2 4, or 

11 25 rather . 

12 MS. BROWN: Yes , Commissioner. 

13 COMMISSIONER DEASON: First of all what I'n 

14 going to de, for ease of adainiatration, I'm going to 

15 ncmber for identification purposes all exhibits which 

16 have been identified i n the Prehearing Order, I'm going 

17 to number those consecutively as Exhibits 1 through 38. 

18 All of t hose exhibits will be identified in order as 

19 they appear i n the Prehearing Order, and they will be 

20 identified as Exhibits 1 through 38 . 

21 Now, I take it you have designated those 

2 2 oxhibits with an asterisk that may be admitted at this 

23 point, and there would be no c r oss examination on t hose 

24 exhibits. 

MS . BROWN: That ' s correct. 

FWRIDA PUBLIC SERVICE COMMISSION 
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1 COMMISSIONER DEASON: Okay. Here again I ' m 

2 going to ask all parties to review that quickly and make 

3 s ure that is the case . AncS I take it then you are 

4 moving t hose so designated exhibits into the record at 

5 this time . 

6 MS. BROWN : Yes, co .. issioner. 

7 COMMISSIONER DEASON: Without objection, show 

8 t hose exhibits so designated being admitted. And I 

9 believe t hat would leave Exhibits 11, 12, 13 that would 

10 not yet be admitted; 18, 19, 20 not yet admitted; 22 not 

11 yet admitted, and I believe ~lat•s all. 

12 MS . BROWN : That is it. 

13 (Exhibit Nos . 1 through 38 marked for 

14 identification and Exhibit Nos. 1 through 10, 14 through 

15 17, 21 a nd 23 through 38 received in evidence. ) 

16 

17 

18 

19 

20 

21 

22 

23 

2 4 

25 
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FLORIDA POWER CORPORATION 

DOCKET NO. 940001 -EI 

Re: Fuel and Capacity Cost Recovery 

Final True-up Amounts f,ot 
April through September 1994 

DIRECT TESTIMONY OF 
KARL H. WIELAND 

1 a. Please state your name and business address. 

1 4 

2 A. My name is Karl H. Wieland. My business address is P. 0. Box 14042. 

3 St. Petersburg, Florida 33733. 

4 

5 a. By whom are you employed tmd In what capacity? 

6 A. I am employed by Florida Power Corporation as Director of Business 

7 Planning. 

8 

9 a. Have the responsibilities of your pofltlon with title Company remained the 

1 o same since you last testified In thla procltedlng? 

11 A. Yes. 

12 

1 3 a. What Is the purpose of your testimony? 

14 A. The purpose of my testimony is to describe tile Company's Fuel Cost 

1 5 Recovery Clause filnal true-up amount for the period of April through 

16 September 1994, and the Company's Capacity Cost Recovery Clause final 

17 true-up amount for the period of April through September 1994. 



"i s 

a. Have you prepared exhibits to your testimony? 

2 A. Yes. I have prepared a three-page true-up variance analysis which 

3 examines the difference between the estimated fuel true-up and the actual 

4 period-end fuel true-up. This variance analysis is attached to my prepared 

5 testimony and desi·gnated exhibit (KHW-1) . Also attached to my prepared 

6 testimony and designated exhibit IKHW-2) are ttle Capacity Cost Recovery 

7 Clause true-up calculations for the April through September 1994 period. 

8 In addition, I will sponsor Schedules A 1 through A 12 for the month of 

~ September, 1994 (period-to-date), which have been previously fi led with 

1 o the Commission and are also attached to my prepared testimony for ease 

1 1 of reference. 

12 

1.3 a. What is the source of the date which yoUJ will present by way of 

14 testimony or exhibit.s In this proceeding? 

1 5 A. Unless otherwise indicated, the actual data Is taken from the books and 

16 records of Company. The books and records are kept in the regular 

1 7 course of business in accordance with generally accepted accounting 

18 principles and pract.ices, and provisions of the Uniform System of 

1 9 Accounts as prescribed by th's Commission. 

20 

2 1 FUEL COST RECOVERY 

22 0. What is the Company's final true-up amount for fuel cost recovery? 

23 A . The fuel true·up balance as of September 30, 1994 Is an undor· recovery 

24 of $33,870,947. When the estimated under-recovery of $31,686.452 to 

2& be collected durlng1 the current period Is taken into account, the final net 

- 2 • 
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true-up amount attributable to the April • September 1994 period ts an 

2 under-recovery of $2,284,495. 

3 

4 Q . How was the f inal true-up amount determined? 

5 A. The amount was determined in tho manner set forth on Schedule A2 of 

6 the Commission's standard forms previously submitted by the Company 

7 on a monthly basis. 

8 

~· Q. What factors contributed to the perlod·endlng under-rec,overy of $33.9 

10 million? 

11 A. The factors contributing to the under-recovery are summarized on Sheet 

1 2 1 of my exhibit (KHW-1). It is the net result of changes in projected costs 

13 on one hand, and changes in projected revenues on the other. The total 

14 system cost of fuel and net power transactions for the period was $33.6 

15 million higher than projected, which was the combined effect of a $29 .5 

16 million increase in jurisdictional costs and a $4. 1 million increase in 

1 7 wholesale costs. Jurisdictional fuel revenues were $1 .4 million higher 

19 than projected due to higher than projected sales. The combination of 

19 significantly higher jurisdictional costs and slightly higher jurisdict ional 

20 revenues resulted in an under-recovery of $28.2 million attributable to the 

21 April · September 1994 period. Other variances not directly attribu table 

n to the period, including an interest provision of $0.6 million. result in the 

23 total true-up under-recovery of $33.9 million, as of September 30. 1994 . 

. 3 . 



Q . Please explain the components shown on Sheet 2 of your exhibit which 

2 produced the $33.6 million system variance from the projected cost of 

3 fuel and net power transactions. 

4 A. Sheet 2 of my exhibit (KWH-1) shows an analysis of this system variance 

5 for each energy source in terms of three interrelated components: ( 1 I 

6 changes in the amount (MWh's) of energy required; (2) changes in the 

7 heat rate , or efficiency, of generated energy (BTU's per kWh); and (31 

8 changes in the unit price of either fuel consumed for generation ($ per 

9 million BTU) or energy purchases and sales (cents per kWh). 

10 

1 1 Q. What effect did these components have on the system fuel and net power 

1 2 variance for the true-up period? 

13 A. As can be seen from Sheet 2, variances In the amount of MWh 

14 requirements from each energy source (column B) combined to produce 

15 a cost increase of $4.6 million. I will discuss this component of the 

1 6 variance analysis In greater detail below. 

17 

1 8 The heat rate variance for each source of generated energy (column C) 

19 produced a net cost increase of $5.1 million. Higher than anticipated heat 

20 rates for oil generating units were the largest component of the cost 

21 variance. On the Company's Schedule A3, all BTU's for light oil are 

22 included in the light oil heat rate computation. However since no kWh 

23 generation is associated with light oil consumed at steam plants, the 

24 resulting heat rate shown on A3 is distorted. In order to compute the truo 

- 4 • 
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heat rate variance, light oil consumed at steam units Is shown separately 

2 on line 23 of Sheet 2. 

3 

4 A cost increase of $23.9 million resulted from the price variance 

5 (column D), which was caused by a number of factors detailed on lines 1 

6 through 26 of Sheet 2. The main factors were higher than projected 

7 prices for oil ($ 12.4 million) and purchased power ($ 1 1.0 miirion). 

8 

9 a. What is the purpose of the analysis captioned •Reconciliation of Variances 

1 0 in MWh Requirements," shown on Sheet 3 of your exhibit? 

11 A. The analysis on Sheet 3 is an an empt to identify the effect that variances 

1 2 in the MWh requirements of certain energy sources have on the MWh 

1 3 variances of other energy sources. Although this interrelationship is 

1 4 generally understood to exist, it is not readily apparent from the individual 

1 5 variances contained in the A Schedules or in the analysis on Sheet 2. For 

16 example, an increase In the MWh requireme,nts of nuclear generation 

17 shows up on Schedule A3 and on Sheet 2 of my exhibit as a cost 

18 increase. While this may be correct In lso,lation, the true effect of 

1 9 increased nuclear generation Is obviously a corresponding decrease in the 

20 MWh requirements of a number of other more costly energy sources, 

21 primarily oil. The result is a lower net system cost even if total system 

22 MWh requirements remain unchanged. 

23 

24 In addition to this effect of variances In generation mix, tho analysis also 

25 attempts to Identify the independent effect of the WU variance in total 

. 5 • 
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10 

11 

12 
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14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

a. 

A. 

1 9 

system MWh requirements from all energy sources combined . In this true· 

up period, for example, total system requirements were lower than the 

original forecast by 31,21 5 MWh. This would have led to lower net costs 

even if the mix of generation had not changed, since the lower systcrn 

load decreases oil generation at a cost above the system average. 

Please explain how this analysis waa performed. 

The analysis on Sheet 3 is made in two steps. The first, captioned "MWh 

Reconciliat ion." allocates the MWh variances for the individual energy 

sources shown in column B among the primary causal variances in 

columns C through H. Since the causal variances identif ied in this 

analysis are not all inclusive, the amount of any residual over- or under

allocation is shown in column I, "Unallocated Variances." The s~cond 

step, captioned "Cost Reconciliation," assigns a dollar value to the MWh 

variances identi ~ied in step 1. This is done by allocating the cost 

variances identified in column B of Sheet 2 for each energy source (nnd 

shown again in column B of Sheet 3) among the causal variances based 

on the MWh's allocated to each in step 1. As mentioned above, the 

allocation of individual MWh and cost variances to the various causes of 

those variances is not intended to be all inclusive or precise. It is intended 

to be a representative approximation of the exceedingly complex cause 

and effect relationship existing among the Individual and total MWh 

variances and their related cost variances. 

- 6 -
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Q. What were the major contributors to the •4.6 million cost increase 

2 associated with the variance In MWh requirements? 

3 A. Coal units had a higher availabiltity than expected during the period , but 

4 actual generation was 482,000 MWh lower than forecast due to 

5 economic purchases of Southam UPS and purchases of non-dispatchablc 

6 cogan capacity. This contributed $5.6 million to the variance. Lower than 

7 expected system requirements during the period resulted in a $0.9 million 

8 reduction to the cost variance. Higher than expected nuclear generation 

9 reduced overall costs by $2.1 million. Other factors combined to increase 

10 the variance by $2.0 million. 

11 

1 2 CAPACITY COST RECOVERY 

13 a . What is the Company's final true-up amount for capacity c:>st recovery? 

14 A. Exhibit (KHW-2), sheet 1, entitled •calculation of Final True-Up Amount" 

1 5 records the costs and revenues associated with the Capacity Cost 

1 6 Recovery Clause for the period April through September 1994. Tho 

17 capacity cost recovery true-up balance as of September 30, 1994 is an 

18 over-recovery of $6,943,182. 

19 

20 a. Is this true-up calculation conal81ent whh the troe·up methodology used 

21 for the other cost recovery clauses? 

22 A. Yes it is. The calculation of the true-up amount follows the procedures 

23 established by this Commission as set forth on Commission Schedule A2 

24 "Calculation of True-Up and Interest Provision" for the Fuol Cost Recovery 

25 Clause. 

- 7 -
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a . What factors contributed to the period-end over-recovery of $6,943,182? 

2 A. Exhibit (KHW-21. sheet 1, entitled ~summary of Final True-i.Jp Amount". 

3 compares the summary items from sheet 2 to the original forecast for the 

4 period. As can be seen from sheet 1, actual capacity cost revenues were 

5 $0.8 million higher than forecast due to higher kWh sales during the 

6 period. Jurisdictional capacity costs were $6.1 million lower thar. 

7 forecast. The major factors contributing to this variance were the fa ilure 

8 of Royster Phosphate to come on-line in August as expected, reduced 

9 payments to Orlando Cogan, and lower than forecast payments to Lake 

1 o and Pasco Cogens. 

11 

12 Q . What is the Company's net trua~up amount for capacity cost recovery' 

13 A. When the estimated over-recovery of $4,552,921 to be refunded during 

14 the current period is subtracted from the period-end true-up of 

15 $6,943, 18 2, the final net true-up amount attributable to the April · 

16 September 1994 period is an over-recovery of $2,390,261 . 

17 

18 Q. Does this conclude your testimony? 

19 A. Yes, it does. 

. 8 . 



FlORIDA POWER CORPORATION 

DOCKET NO. 960001-EJ 

Levelized Fuel ...t Caplldty Cost Factors 
Aprl through September 1996 

AMENDED DIRECT TESTIMONY OF 

KARL H. WJB.AND 

a. Please state your nflme and buaJn ... addreaa. 

2 A. My name is Karl H. Wieland. My bualneaa address is Post Office Box 

3 14042, St. Petersburg, Aoride 33733. 

4 

6 a. By whom are you employed and In what capacity? 

6 A. I em employed by Florida Power Corporation as Director of Business 

7 Planning. 

8 

9 a. Have the dutlu and reaporqlblttJea of your poaltJon with the 

10 Company remained the aame alnce you larst testified In thla 

1 1 proceeding? 

12 A. Yes. 

13 

14 a. What ia the purpoM of your testimony? 
• 

16 A. The purpose of my testimony Ia to present for Commission approval 

16 the Company' s Jevellzed fuel and cepel!lty cost factors for the period 

17 of April through September 1996. 



Q . Do you have an exhibit to your teldmony7 

2 A . Yes. I have prepared en exhibit attached to my prepared testimony 

3 consisting of Parts A through 0 and the Commission's minimum filing 

4 requirements for these proceedings, Schedules E1 through E10 and 

6 H 1, which contain the Company' a levellzed fuel cost factors and the 

6 supporting data. Parts A through C contain the assumptions which 

7 support the Company's cost projections, Part D contains the 

8 Company's capacity coat recovery factora and supportlng data. 

0 

10 

11 a. 
12 

13 A. 

FUEl COST RECOVERY 

Please describe the level2ed fuel co~ t.ctora calculated ~Y the 

Company for the upcoming projection period. 

Schedule E1 , page 1 of the •e• Schedules In my exhibit. shows the 

14 calculation of the Company' s baalc fuel coat factor of 1.891 C/kWh 

16 (before line loss adjustment) . The basic factor consists of a fuel cost 

16 for the projection period of 1.S500 ¢/kWh (adjusted for jurisdictional 

17 losses), a GPIF reward of .00644 ¢/kWh, and an estimated true-up 

18 credit of 0.0672 ¢/kWh. 

19 

20 Utilizing this basic factor, Schedule E1·D ahows the calculation and 

21 supporting data for the Company's levellzact fuel coat factors for 

22 secondary, primary, and tranamlasion ma•arlng tariffs. To accomplish 

23 this calculation, affective juriadlotlonal aalaa at the aecondary level 

24 are calculated by applying 1% and 2% metering reduction factors to 

26 primary and tranamlsslon aalas (forecasted at meter level). This Is 

. 2 . 



2 

3 

4 

5 

6 

7 

8 

9 

10 

11 a. 

12 A. 

13 

14 

15 

16 

17 

1s a. 

consistent with the methodology being used In the development of 

the capacity cost recovery factors. 

Schedule E1 -E develops the TOU factors 1.280 ¢/kWh On-peak and 

0 .863 ¢/kWh Off-peak. The levellzed fuel coat factors (by metering 

voltage) are then multiplied by the TOU factors, which results In the 

final fuel factors to be applied to customer bills during the projection 

period. The final fuel coat factor for realdentJal service Is 1.894 

¢/kWh. 

What Ia Included In Scl\edule E1 ~ One 4~ • Adjuatmentl to Fuel Cost • 7 

Une 4 Includes an estimat.e of Aorlda Power's liability for an annual 

payment to the US Department of Energy for funding of the 

decommissioning and decontamlnatJon of their nuclear f u&l 

enrichment facilities ($ 1,2691000 In April), and an estimate of the 

University of Florida project steam credits ($ 169.000 per month). 

What Ia Included In Schedule E1 ~ line 8, •energy Coat of Purchased 

19 Power"? 

20 A . Line 6 Includes energy costa for the purchase of 60 MWs from 

21 Tampa Electric Company end the purchase of 200-407 MWs under 

22 a Unit Power Sales (UPSJ egrHment with the Southern Company. 

23 During October-December 1994, the Southam Company purchase 

24 consists of 200 MW of Schedule E end 202 MW of unit power. 

25 Beginning January 1996, the Schedule E contract ends and the 

- 3 -
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Company will begin to purchase 407 MW of unit power. The capacity 

2 payments associated with the UPS contract are based on th~ original 

3 contract of 400 MW. The additional 7 MW are the result of revised 

4 SERC ratings for the five units Involved In the unit power purchase. 

6 providing a benefit to Florida Power Corporation in the form of 

6 reduced costs per kW. Both of these contracts have been in place 

7 and have been approved for coat recovery by the Commission. 

a Capacity costs for these purchases are Included In the capacity cost 

9 recovery factor. 

10 

11 a . 

12 

13 A. 

What la Included In Schedule E1. line 8 . "Energy Coat of Economy 

Purchaaes (Non·Btoker)"? 

Une 8 Includes energy com for purchaaeo from Seminole Electric 

14 Cooperative (SECI) for load following, off-peak hydroelectric 

16 purchases from the Southeast Electric Power Agency (SEPAl. and 

16 miscellaneous economy purchases from within or outside the state 

17 which are not made through the Aorlda Broker System. The SECI 

18 contract Is an ongoing contract under which the Company purchases 

19 energy from SECI at 95% of Ita avoided fuel cost. Purchases from 

20 SEPA are on an as-available basis. There are no capacity payments 

21 associated with etther of these purchases. Other purchases may 

22 have non-fuel charges, but alnce such purchaaes are made only If the 

23 total cost of the purchase Ia lower than the Company's cost to 

24 gene rat~ the energy, It la appropriate to recover the associated non· 

- 4 -



fuel costs through the fuel edjuatment clauae rather than the capacity 

2 cost recovery factor. 

3 

4 a . 

5 

6 A. 

Pleaae explain the entry on Schedule E1, line 17. • Fuel Coat of 

Supplemental Sales. • 

The Company has a wholesale contract with Seminole for the sale of 

7 supplemental energy to supply the portion of their load in excess of 

8 655 MW. The fuel costa charged to Seminole for these supplemental 

9 sales are calculated on 1 •atratlfled• balls, In a manner which 

10 recovers the higher cost of Intermediate/peaking generation used to 

11 provide the energy. The Company also has wholesale contracts with 

12 the municipal utllltles of Klaslmmee 1nd St. Cloud under which fuel 

13 costs are charged In a similar manner. Unllk.e Interchange sales, the 

14 fuel costs of wholesale ules 1re normally Included In the total cost 

16 of fuel and net power transactJons used to calculate the average 

16 system cost per kWh for fuel adjustment purpaaes. However. since 

17 the fuel costs of the Supplemental aales are not recovered on an 

18 average cost basis, an adjustment h .. been made to remove these 

19 costs and the related kWh aales from the fuel adjustment calculati t'n 

20 in the same manner that Interchange aales are removed from the 

21 calculation. This adjustment Ia neceaaary to avoid an over-recovery 

22 by the Company which would result from the treatment of these fuel 

23 costs on an average coat basis In this proceeding, while actually 

24 recovering the costs from the Supplemental customers on a higher, 

. 6. 



., 

stratified cost basis. The development of this adjustment Is shown 

2 on Schedule E6. 

3 

4 a . 

6 

6 A. 

7 

8 

How was the estimated true-up shown on line 28 of Schedule E1 

developed? 

The total true-t;p amount was determined In two part.s. First , a 

period-to-date actual under-recovery of $16, 142,918 through 

November 1 996 was obtained from Schedule A2, page 3 of 4, 

9 previously submitted for the month of Nov·ember. This balance was 

10 projected to the end of March 1995, Including Interest estimated at 

11 the November ending rete of 0.4717% per month. Second, the total 

12 estimated over-recovery of $12,576,671 for the current period was 

13 combined with the prior period (April through September 1994) 

14 under-recovery of $33,870,947 and •31 ,686,462 being collected 

16 during the curr·ent period for a total over-recovery of $10,291,1 76 at 

16 the end of March 1996. This results In an estimated true-up credit 

17 on line 28 of Schedule E1 of 0 .0672 ¢/kWh for application in the 

18 April through September 1996 projection period. The development 

19 of the estimated true-up amount for the current April through 

20 September 1995 period Is shown on Schedule E1-B, Sheet 1. 

21 

22 a. Whet are the primary reaaona for the projected March 1995 over-

23 recovery of •4.6 mlllon7 

2 4 A. 

26 

The over-recovery Ia primarily a result of lower coal prices, and lower 

costs of JJOWer purchased from qualifying facilities. 

- 6-



a. 

2 

3 A. 

2& 

Please explain the procedure for forecaatlng the unit colt of nuc!ear 

fuel. 

The cost per million BTU of the nuclear fuel which will be In the 

4 reactor during the projection period (prim11rtly Cycle 10, following the 

s 1 994 refueling outage) waa developed from the projected cost of fuel 

6 added during the current period's refueling outage and the 

7 unamortized investment coat of the fuel remaining In the reactor f rom 

8 the prior cycle (Cycle 9) . Cycle 10 conalm of several •batches, · of 

s fuel assemblies which are separately accounted for throughout their 

1 o life in several fuel cycles. The colt for uch batch Ia determined f rom 

11 the actual cost Incurred by the Company, which Is audited and 

12 reviewed by the Commlulon'a field auditor•. The expected avai!able 

13 energy from each batch over ltlllfell developed from an evaluation 

14 of various fuel management IChernel and estimated fuel cycle 

1 s lengths. From this Information, a colt per unit of energy (cents per 

16 million BTU) Is calculated for each batch. However, since the rate of 

11 energy consumption is not uniform among the Individual tue! 

t8 assemblies and batches within the reactor core, an estimate of 

19 consumption within each batch mult be made to properly weigh the 

20 batch unit cosu In calculating a composite unit coat for the overall 

2 1 fuel cycle. 

2' 

23 a . 

24 

How was the r11te of energy consumptJon for each batch within Cycle 

10 estimated for the upcoming projection period? 

. 7 . 



2 

3 

4 

6 

6 

A. 

1 a. 

2 9 

The consumptlon rate of each batch has been eatimated by utilizing 

a core physics computer program which simulates reactor operations 

over the projectlon period. When thla consumptlon pattern Is applied 

t o the individual batch costs, the resultant composite Cycle 10 is 

$0.38 per million BTU. 

Would you give a brief overview of the procedure uaed In developing 

8 the projected fuel colt data from which the Company'a baalc fuel 

9 colt recovery factor wu c.lc&Uted7 

10 A. Yes. The process begins with the fuel price forecast and the system 

11 sales forecast. These forecasts are Input Into PROMOO, along with 

12 purchased power Information, generating unit operat ing 

13 characteristics, maintenance schedules, and other pertinent data. 

14 PROMOO then computes ayltem fuel conaumption, replacement fuel 

16 costs, and energy purchaaes and coats. Thla data Is input into a fuel 

16 Inventory model, which calculate• average Inventory fuel costs. This 

17 Information Is the basis for the calculation of the Company's levelized 

18 fuel cost factors and supporting achedules. 

19 

20 a . What lathe source of the .-,.tam Nlu forecalt7 

2 1 A. The system sales foreoaat Ia made by the Forecasting section of the 

22 Business Planning Oepanment using the moat recently available data. 

23 Tho forecaat uaod for thla projection period was prepared in June 

24 1994. 

. 8 . 



2 

3 

a. 

4 A. 

Ia the methodology used to produce the ulea forecast for this 

projection period the Nme •• previoully uMd by the Company In 

these proceedlnga? 

The methodology employed to produce the forecast for the projection 

6 period Is the same as used In the Company' a most recent filings, and 

6 was developed with a hybrldeconometrlo/end·useforecastlng model. 

7 The forecast assumptlons are shown In Part A of my exhibit. 

8 

a a . 
10 A. 

What la the source of the Company'a fuel price forecast? 

The fuel price forecast was made by the Fuel and Special Projects 

11 Department baaed on forecast auurnptJona for residual oil, 12 fuel 

12 oil, natural gas, and coal. The euumptions for the projection period 

13 are shown in Part B of my exhibit. The forecasted prices for each 

14 fuel type are shown In Part C. 

16 

16 

11 a . 

18 A. 

CAPACfTY COST RECOVERY 

How waa the Capacity Colt Recovery factor developed? 

The calculation of the capacity coat recovery factor (CCRF) Is shown 

19 In Part D of my exhibit. The factor allocates capacity costs to rate 

20 classes In the same manner that they would be allocated If they were 

21 recovered In base rates. A brief explanatJon of the schedules in the 

22 exhibit follows. 

23 

24 Shoot 1: Prolactod Caoacltv Paymonq. This schedule contains 

26 system capacity payments for Schedule E. UPS, TECO and OF 

• 9 . 



'i 1 

purchases. The retail portion of the capacity payments are calculated 

2 using separation factors consistent with the Company's ratA case 

3 filing. Prior to the Implementation of the CCRF, capacity costs for 

4 these kinds of purc.;heaea were Included on Schedules E8A and E9 

5 and thus became part of the Company's basic Fuel Cost Factor 

6 calculated on Schedule E1 . The estimated recoverable capaci ty 

7 payments for the April through September 1995 period are 

8 $115,781,701. 

9 

10 Sheet 2: Estimated/Actual Truo-Uo. This schedule presents the 

11 actual ending true-up balance after two months of the current period 

12 andre-forecasts the over/(under) recovery balances for the next four 

13 months to obtain an Gndlng balance for the current period. This 

14 estimated/actual balance of $(2,908,435) Ia then carried forward to 

16 Sheet 1 , to be collected during the April through September 199 5 

16 period. 

17 

18 Sheet 3: Devoloomont of Judldlct!onol Loss Multjoliors: The some 

19 delivery efficiencies and loaa multipliers es presented on Schedule E 1· 

20 F. 

2 1 

22 Sheet 4; Calculation of 12 CP and Annual Ayerage pemand. The 

23 calculation of average 12 CP and annual average demand Is based on 

24 1994 load research data and the delivery efficiencies on Shoot 3. 

- 10-



Sheet 5: Calculation of Capacity Cost Becoyerv Factors. The total 

2 demand allocator• In column (7) are computed by adding 12/13 of 

3 the 12 CP demand allocatora to 1/ 13 of the annual average demand 

4 allocators. The CCBF for each secondary delivery rate class In cents 

5 per kWh Is the product of total jurladlctlonel capacity costs (Including 

6 revenue taxes) from Sheet 1, times the class demand allocation 

7 factor, divided by projected effective sales at the secondary level. 

8 The CCBF for primary and transmission rate classes reflect the 

9 application of metering reduc:1ion factors of 1% and 2% from the 

10 secondary CCRF. 

1 1 

12 a. 
13 

14 A. 

15 

pteaae dllcuaa the lncrnH In capectty payments compared to the 

prior alx-month period. 

The increase in capacity paymenta from $103.6 million In the October 

1994 through September 1995 period to $126.6 million for the April 

16 through September 1995 period Is due to aeveral factors. First, all 

17 contracts escalate to tho 1996 payment schedule for the full 

18 projection period. Second, aoveral contracts began dur!ng the prior 

19 period and will be In effect for the entire llx months In the projection 

20 period. Third, two new contrf!Cta (Orange County and EcoPeat) begin 

2 1 operation during the projection period. Anally, tho contract with 

22 Southern (•Miller contract•) lncreaaea to 407 MW In January 1 995 

23 with the 200 MW schedule E expiring at the same time. 

- 1 1 -



33 

a . Is the Company seeking to combine the cepaotty coat ruponalbUJtJea 

2 of ha RS and GS non-demand rate achedulea7 

3 A. Yes. As a matter of ratemaking policy, the baae rate energy charges 

4 for Florida Power's RS and GS non-demand rate achedulea have been 

6 set the same since February, 1 983. This was Implemented to avoid 

6 administrative problems of customers attempting to qualify for the 

7 lower of the two rate schedules' charges. Since com recovered 

8 through the capacity cost recovery clause 3rt a aubltltute or are 

9 similar to costs that are recovered In base rates, Florida Power 

10 believes that this cost should be recovered In a manner consistent 

1 1 with the policy established for base rates, /.e. , combining the cost 

12 responsibilities of AS and GS non-demand rate achedules to develop 

13 the same factor for both schedules. 

14 

15 a. Does this conclude your testimony? 

16 A. Yes. 

. , 2 . 



FLORIDA POWER CORPORATION 

DOCKET NO. 940001-EI 

Re: GPIF Reward/Penalty Amount for 
April through September 1994 

DIRECT YESTIMONY OF 
LARRY G. TURNER 

., 0 . Please state your name and business address. 

2 A. My name is Larry G. Turner. My business address is P. 0. Box 

3 14042, St. Petersburg, Florida 33733. 

4 

5 a. By whom are you employed and In what capacity? 

6 A. I am employed by Florida Power Corporation as Performance 

7 Engineer in Energy Supply Services. 

8 

9 a . What are your responsibilities as Performance Engineer? 

10 A. As the Performance Engineer, I am responsible for compiling and 

1 1 reporting va rious operational statistics regarding the Company's 

12 generating system. In particular, my duties include the preparation 

13 of the information and material required by the Commission's GPIF 

14 mechanism. 

15 

16 a. Please describe your educational background and professional 

17 experience. 



7 l 

A. I received a Bachelor's Degree in Mechanical Engineering from the 

2 University of Florida in 1967. In 19841 received my Profess•onal 

3 Engineers license for the State of Florida. I have been employed 

4 by Florida Power Corporation since 1967, with the exception of a 

5 three-year period from 1975 to 1978 at which time I was 

6 employed by the Alachua County Abstract Company. From 1967 

7 to 1975, I worked as a Test Engineer, Plant Engineer and 

s Mechanical Design Engineer. From 19 78 to 1987, I worked as an 

9 Instrument and Controls Engineer and since 1987 to the present, 

10 I have worked in the Company's Plant Performance Section 

11 preparing internal and regulatory reports. 

12 

13 Q . What is the purpose of your testimony? 

14 A . The purpose of my testimony is to describe the calculation of the 

15 Company's Generation Performance Incentive Factor (GPIF) 

16 amount for the period of April through September 1994. This was 

17 developed by comparing the actual performance of the Company's 

18 seven G PI F generating units to the approved targets set for these 

19 units prior to the period. 

20 

21 Q . Do you have an exhibit to your testimony In thl1 proceeding? 

22 A. Yes, under my direction an exhibit has been prepared consisting of 

23 the numbered sheets which are attached to my prepared 

24 testimony. The exhibit contains the schedules required by the 

- 2 -
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GPIF Implementation Manual, which support the development of 

2 the incentive amount. I have also included other data forms to 

3 supplement the required schedules. 

4 

5 a. What GPIF Incentive amount have you calculated for this period? 

6 A . 1 have calculated the Company's GPIF incentive amount to be a 

7 reward of $986,547. This amount was developed in a manner 

8 consistent with the GPIF Implementation Manual. Sheet 1 of my 

9 exhibit shows the calculation of system GPIF points and the 

10 corresponding reward. The summary of weighted Incentive points 

1 1 earned by each individual unit can be found on Sheet 3. 

12 

13 a . How were the incentive points for equivalent availability and heat 

14 rate calculated for the Individual GPIF unlta7 

15 A. The calculation of incentive points is made by comparing the 

16 adjusted actual performance data for equivalent availability and 

17 heat rate to the target performance Indicators for each unit . This 

18 comparison is shown on the Generating Performance Incentive 

19 Points Table found in my exhibit Sheets 8 through 14. 

20 

21 a. Why Is it necessary to make adjustments to the actual performance 

22 data for comparison with the targets? 

23 A . Adjustments to the actual equivalent availability and heat rate data 

24 are necessary to allow their comparison with the "target" Point 

. 3 . 



Tables exactly as approved by the Commission prior to the period. 

2 These adjustments are described in the Implementation Manual and 

3 are further expla'ined by a Staff memorandum, dated October 23. 

4 1981, directed to the GPIF utilities. The adjustments to actual 

s equivalent availability concern primarily the differences between 

6 target and actual planned outage hours, and are shown on Sheet 

7 6 of my exhibit. The heat rate adjustments concern the 

s differences between the target and actual Net Output Factor 

9 (NOF). and are shown on Sheet 7. The methodology for both the 

10 equivalent .wailability and heat rate adjustments are explained in 

11 the Staff memorandum. 

12 

1 3 a. Have you provided the as-worked planned outage schedules for the 

14 Company's GPIF unit:~ to support your adjustments to actual 

1!5 equivalent availability? 

16 A. Yes, Sheet 22 of my exhibit shows a comparison of target and 

17 act~ a I planned outage hours in bar-chart form. Sheets 23 through 

18 2 6 present as-worked critical path charts for each unit which 

1 9 experienced a planned outage during the period. 

20 

21 a. Does this conclude your testimony? 

2:2 A . Yes, it does. 

. 4. 



1 a. 

2 A. 

3 

4 

5 a . 

6 A. 

7 

8 

9 a. 

FLORIDA POWER CORPORAnON 

DOCKET No. 960001-EI 

GPIF Ta,.gets and Ranges for 

April through September 1996 

DIRECT TESTIMONY OF 

LARRY G. TURNER 

Please state your name and bualneN addreaa. 

- ,. . v 

My name Is Larry G. Turner. My business address Is Post Office Box 

14042, St. Petersburg, Aorlda 33733. 

By whom are you employed and In what capacity? 

I am employed by Florida Power Corporation as Senior Performance 

Engineer. 

Havo the dutlea and reaponalblltiel of your poaltlon wtth the Company 

10 remained the arne since you lut tntffied In thla proceeding? 

1 1 A. Yes, they have. 

12 

1 3 a. What Ia tha purpoH of your taadmony7 



1 A. The purpose of my tes~mony is to present the development of the 

2 Company's Generating Performance Incentive Factor (GPIF) targets and 

3 ranges for the period of April through September, 1995. This 

4 development includes the targets and Improvement/degradation ranges 

5 for unit equivalent availability and unit average net operating ht.ot rate 

6 in accordance with the Commission's Generating Performance Incentive 

7 Implementation Manual. 

8 

9 a . Do you have an exhibit to your testimony? 

10 A. Yes, I will sponsor on exhibit containing 73 pages. which consists of 

1 1 the GPIF standard form schedules prescribed in the Implementation 

12 Manual and supporting data, lnc.luding unplanned outage rates. net 

1 3 operating heat rates, an~ computer analyses and graphs for each of the 

14 individual GPIF units, all of which are attached to my prenared 

1 5 testimony. 

16 

1 7 a. Which of the Company' a generating units have you Included In the GPIF 

1 8 program for the upcoming proje.:tion period? 

19 A . We have Included the nme units aa were Included for the current 

20 period, Crystal River Units 1 through 6 and Anclote Units 1 and 2. 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

a. 

A. 

a. 

A. 

Have you determined the equivalent avaBablllty targets and 

Improvement/degradation ranges for the Company'e GPIF units? 

Yes, I have. This Information Is included In the Target and Range 

Summary on page 3 of my exhibit. 

How were the equivalent availability targeu developed? 

The equivalent availability targets were developed using the 

methodology established for the Company' s GPIF units, as set forth in 

Section 4 of the lmplementatlon Manual. This method describes the 

formulation of graphs based on each unit's historic performance data 

for the four Individual unplanned outage rates (I.e. forced, partial forced, 

matntenance and partial maintenance outage rates), which in 

combination constitute the unit' s equivalent unplanned outage rate 

(EUOR) . From operatJ.onal data and these graphs, the Individual target 

rates are determined by Inspecting two years of t welve·month rolling 

averages and the scatter of monthly data points during the two·year 

period. The unit's four target rates are then used to calculate its 

unplanned outage hours for the projection period . When the unit 's 

projected planned outage hours are taken Into account, the hours 

calculated from these Individual unplanned outage J:A1U can then be 

converted Into an overall equivalent unplaMed outage factor (EUOF). 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

a . 

A. 

a. 

A. 

1: 1 

Because factors are additive (unlike rates), the unplanned and planned 

outage factors (EUOF and POF) when added to the equivalent 

availability factor (EAF) will always equal1 00%. For example, an EUOF 

of 16% and a POF of 10% results In an EAF of 76%. 

The supporting graphs and a summary table of all target and range rates 

are contained In the section of my exhibit entitled •unplanned Outage 

Rate Tables and Graphs•. 

What la the target equivalent avalabltty factor for Crystal River 3 7 

The EAF target for Crystal River Unit 3 Ia 93.96%. The unit 's EUOR 

target Is 6.04, and the EUOF target Ia 6 .04% because no mld·cycle 

outage is planned in 1 995. 

P1ease describe the method utltzed In the development of th e 

Improvement/degradation range& for each OPIF unlt'a avaUablllty 

targets. 

In general, the methodology described In the Implementation manual 

was used. Ranges were first eatabllahed for each of the four unplanned 

outnge rates associated with each unit. From an analysis of the 

unplanned outage graphs, units with small historical v•rlatlons In outage 

••• 



, 
2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

a. 

A. 

a . 

A. 

rates were assigned narrow ranges and units with large variations were 

assigned wider ranges. These Individual ranges, expressed in terms of 

rates, were then converted Into a single unit availability range, 

expressed In terms of a factor, uslng the same procedure described 

above for converting the availability targets from rates to factors. 

Have you determined the net operating heat rete targets and range a for 

the Company's GPIF units? 

Yes, I have. This Information Is Included In the Target 8nd Range 

Summary on Page 3 of my exhibit. 

How were these heat rate targets and rengN developed? 

The development of the heat rate targets and r.anges for the upcoming 

period utilized historical data from the past 'three comparable GPIF 

periods, as described in the Implementation Manual. A "toast 5CHJ,res~ 

computer program was used to curve-fit the heat rate data within 

ranges having a 90% confidence level of Including all data. The 

computer analyses and data plots used to develop the heat rate targets 

and rangea for each of the GPIF units are eontalnad In the section of 

my exhibit entitled "Average Net Operating Heat Rate Curves". 

. 6 . 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

a. 

A. 

a. 

A. 

How were the GPIF Incentive pointe developed for the unit availability 

and heat rete rangea7 

GPIF incentive points for availability and heat rate ware developed by 

evenly spreading the positive and negative point values from the targe• 

to the maximum and minimum values In case of availability, and from 

the neutral band to the maximum and minimum values In the case of 

heat rate. The fuel savings (loss) dollars were evenly spread over the 

range In the same manner as deacrlbed for the Incentive points. The 

maximum savings (loss) dollars are the aame as those used In the 

calculation of weighting factors. 

How were the GIPIF weighting factora determined? 

To determine the weighting factors for availability, e aeries of PROMOD 

simulations were made In which each unit's maximum equivalent 

availability was substituted for the target value to obtain a new system 

fuel cost. The differences In fuel costs between thesa cases and the 

target case determines the contribution of each unit's availability to fuel 

savings. Except for Crystal River 3, the heat rate contribution of each 

unit to fuel savings was determined by multiplyiNg the BTU savings 

between the minimum and target heat rates (at constant generation) by 

the average cost per BTU for that unit. For Crystal River 3 , the 

. 8 . 



.; 

1 contribution of heat ra~e to fuel savings was developed In a manner 

2 similar to the fuel savings from availability, alnce an Improvement in the 

3 nuclear unit' s efficiency results In a corresponding lncreaGe In tho unit' s 

4 generating capacity. Weighting factors were then calcul.:~ ted by dividing 

5 each Individual unit ' s fuel savings by total system fuel savings. 

6 

7 Q . What waa the baala for detennlning the ut!meted maximum Incentive 

8 emount7 

9 A. The determination of the maximum reward or penalty was basec! upon 

1 0 monthly common equity projections obtained from a detailed financial 

11 simulation performed by the Company' s Corporate Model. 

12 

1 3 Q . Does this conclude you.r testimony? 

14 A. Yes. 

. 7 . 
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BEFORE THE FLORIDA PUBLIC SBRVXCB CO.IOUSSION 

FLORIDA POWER " LiaaT COMPANY 

TESTIMONY OP C. V]'tJ.UU) 

DOCXET NO. 950001-BI 

January 17, 1995 

Plea•e •tate your nam. aa4 addre•• · 

My name is Claude Villard. My business address i s 

700 Uni verse Boulevard, Juno Beach , Florida 33408. 

By whom are you a~ployed an.d what 1• your p oeition ? 

I am employed by Florida Power & Light Company 

(FPL) as Supervisor of Nuclear Fuel Procurement. 

Have you previou.ly te•tified in thi• docket? 

No, this is the first time I will be f i ling 

testimony in this docket. 

Briefly de•cribe your ecSuaation.al background and 

employmant hi•tory. 

I am a graduate of Lowell Technological I nstitute, 

1 
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in Lowell, Massachusetts, with a Bachelor's Degree 

in Nuclear Engineering. I also hold a Master of 

Science Degree in Nuclear Engineering from the 

University of Lo111ell. From 1974 to 1979, I worked 

at Combustion Engineering (CE), a vendor and 

designer of nuclear reactors and nut' lear fuel. 

There, I was involved i n core neutronic performance 

calculations and in thermal hydraulic analyses of 

nuclear fuel assemblies and reactor internals, 

during both steady state and transient conditions. 

As Assistant Project Manager at CE, I managed the 

safety and licensing analyses required for the 

reload fuel, supplied by CE to a number of nuclea= 

units. Subsequent to my employment at CE, I held a 

number of supervisory positions both at FPL and at 

Yankee Atomic Electric company, all r e lated to fuel 

management and fuel procurement. In my current 

position as Supervisor of Nuclear Fuel Procurement, 

I am responsible for procurement and management of 

nuclear fuel ~ntracts for uranium, conversion, 

enrichment services and the contract for spent fuel 

disposal with the Department of Energy. In 

addition, I am responaible for the development of 

new con tracts for fuel fabrication services and 

nuclear fuel coo t forecasting , inventory management 

2 
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Q. 

A. 

Q. 

A. 

Q. 

. ., 

and repo rting. 

What la the purpo•• of your te• timony? 

The purpose of .ny testimony i s to present and 

explain FPL's projections of nuclear fuel costs for 

the thermal energy (MMBTO) to be produc e d by ou r 

nuclear units and costs of dispos al of spent 

nuclear fuel. Both of these cos t s were input 

values to POWRSYM for the calculation o f the 

proposed fuel cost recovery factor for the period 

April 1995 through September 1995. 

What i• the ba•i• for PPL'• projection• of nuc lear 

f uel co•t•? 

FPL's nuclear fuel cost projec tions a r e developed 

using energy production at our nuclear units and 

t heir operating schedules, consistent with those 

ass umed in POWRSYM, for the period April 1995 

through Se ptember 1995. 

Plea•e provide PPL' • projection for nuclear fuel 

unit oo•t• and enersnr for the period April 1995 

through September 1995 . 

3 
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A. 

Q. 

A. 

We e stimate the nuclear units will produ=e 

128, 460,891 MBTU of energy at a cost of $0. 427 per 

MMBTU, excluding spent fuel disposal cost s for t he 

period April 1995 through September 1995. 

Projections by nuclear unit and by month are 

provided on Schedule B-4 of Appendix II. 

Pleaae provide PPL'• projection for nuclear •pent 

fuel di•po•al co•t• for the period April 1995 

through September 1995 and what i• the ba•i• for 

PPL'• project ion. 

FPL's projections for nucl~ar spent fuel disposal 

costs are provided on Schedule E-2 of Append ix II. 

These projections a.re baaed on FPL' s contract with 

the DOE, which seta the spent fuel disposa l fee at 

1 mill per net Kwh generated minus transmission and 

distribution line losses . 

I n prior fuel cost recovery periods, FPL had 

r eceived refunds from the DOE for past ove rpayment, 

when the utilities were required to pay on the 

basis of net generation without adjustments for 

transmission and di•tri.bution line l oss es. The 

last. refund was received i n October 1994 and 
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Q. 

A. 

L~ 9 

theref ore, there will be no further refund in 

future periods. 

Please provide PPL ' a projec tiOA f or Decon tamina tion 

and Decommiaa ionin:; (Df<D) coata to be paid in the 

period Apr il 1995 through 8-.Pt.-ber 1995 and what 

ia the baaia for PPL ' a proj ection. 

As indicateQ in prior testimony, The Nationa l 

Energy Policy Act of 1992 (The Act) requi~cs FPL to 

make certain payments to a f und established at the 

U.S. Treasury, to cover the cost of decontamination 

a nd decommissioning DOE's enr ichmen t facil ities. 

D&D payments are in dir ect p r opor tion to the dmount 

of e n richment services purchas ed by FPL divided by 

the amount produced by the DOE through October 

1992. CUrrently, FPL has contributed $14,534,395 

i n to the D&D fund and expects to make deposits over 

a total period of fifteen yea.rs. Future deposits 

into the D&D fund are scheduled to be annually on 

the last day of October, therefore, FPL is not 

projecting D&D costs to be paid during this fuel 

cost recovery period. 

5 
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Q. 

A. 

Are there currently any unre•olved di•pute• under 

PPL's nuclear fuel contract•? 

Yes. As reported in prior testimonies, there are 

two unresolved disputes. 

The first dispute is under FPL's contract with the 

Department of Energy (DOE) for final disposal of 

spent nuclear fuel. FPL, along with a number of 

electric utilities, has filed suit against the DOE 

over DOE's denial of its obligation t o accept spent 

nuclear fuel beginning in 1998. The suit requests 

that the court affirm DOE's legal obligation to 

begin accepting spent nuclear fuel in 1998. 

Further, the court is requested to direct the DOE 

to develop a program of acceptance of spent nuclear 

fuel on a timely basis and make regular periodic 

reports on its progress. In addition, the sui t 

requests that, if appropriate, all or a portion of 

the utilities' Nuclear Waste Fund Fees be paid into 

an escrow account. 

The Public Service Commission and the Florida 

Attorney General is participating in a similar suit 

with other states and public utility commissions. 

6 
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Secondly, FPL is currently seeking to resolve a 

price dispute for uranium enrichment services 

purchased from the United States (US) government, 

after October 1, 1992. 

Our contract for enrichment services with t he US 

Government calls for pricing to be calculated i n 

accordance with •Established DOE Pricing Policy". 

Such policy had always been one of cost recovery, 

which included costs r elated to the Decontamination 

and Decommissioning (D&D) of the DOE ' s enrichment 

facilities. 

(The Act ) 

However, the Energy Policy Act of 1992 

requires utilities to make s~parate 

payments to the US Treasury for O&D, starting in 

Fiscal 1993, as FPL has been doing . Therefore, D&D 

should not have been included in the price charged 

by DOE since then, and the pric e should have oeen 

reduced accordingly. FPL has written to DOE to 

request such ref und. DOE's response so far has 

been to acknowledge our letter and to request 

clarifying info rmation on the amount of our claim. 

In addition, The Ac t created a new US Government 

corporation, the United States Enrichment 

Corporation (USEC). Effective July 1, 1993, The 
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Act transferred from the DOE to the USEC a ll us 

Government contracts, f or t he production and s a l es 

oi enrichment eervices . Because of the trans fer 

to the USEC, cost of producing enric hment services 

has decreased significantly. For example, the USEC 

no longer needs to account for the ~osts of D&D 

because the A.ct requires t hat utilitie s make 

separate payments for 0~. However, the USEC has 

continued to charge the same price charged by DOE 

prior to the transfor . 

FPL has filed three claims w! th tha USEC's 

contracting officer, challenging the price for 

enric hment services. FPL believes that USEC' s 

price should be based on recovery of its costs. At 

a minimum, PPL believes that the price must be 

lowered to reflect the separate payment it is 

making to cover O&D costs . USEC has not modified 

its price to date , and has rejected our claims. We 

are currently reviewing our next step with legal 

counsel. Meanwhile, FPL is paying the i nvoices 

submitted by the USEC, while objecting under a 

reservation of rights. The current price paid to 

the USEC is assumed in our projection. FPL will 

8 
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Q. 

A. 

continue to keep the Commi ssion informea on all 

aspects of this dispute with the USEC. 

Yes, it does. 
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BEFORB THE 

FLORIDA PUBLIC SERVICE COMMISSION 
DOCKET NO. 950001-EI 

CONTI NUING SURVEILLANCE AND REVIEW OF 

fUEL COST BgCOIJBBX CLA!JSg8 OF gt.gCTTHC: lll'ILITIES 

Direct Testimony of 
George Bachnl&n 

On Beh&U of 
Florida publiG utilities Company 

Please state your name and buaineaa address . 

George Bachman, 401 South Dixie Highway. Wes t Palm BeJch, FL 

33401 . 

By whom are you employed? 

I om employed by Florida Public Utilities Company . 

Have you previously testified in this Docket? 

Yes. 

What i~ the purpose of your teatimony at tbia time? 

I will briefly describe tbe basi• tor the computations that 

were made i n the preparAtion of the various Schedules thAl w .. 

have submitted in support of the April 1995 - September 1995 

fuel coot recovery adjustments for our two electn.c d1v191ons. 

In addltion, I will advise the Commiaa1on o! the pro)ccced 

d1fferencea between the revenues collected under tho level1=ed 

fuel adjuatment and the purchased power coota allow"d 111 

develop1ng the level i zed f uel adjuatment for the penod Oc::obe~ 

1994 - March 199 5 and to eatablieh a •true-up• amount to b~ 

c~llected o r refunded during Apri l 19$5 - September 199S 

Were the achedulea filed by your Company completed under ycur 

d1rect1on? 
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Wh~ch of the Staff's aet of schedules haD your company 

completed and f iled? 

.., l 

we have f iled Schedule• 81, BlA, B1-B, 818-1 , £2, £7, £8 and 

£ 1 0 for Marianna and Fernandi na Beach. They are included ~n 

Composite Prehearing Identification Number GMB- 1. 

These schedules support the calculation of the lovelized fue l 

adjustment factor tor April 1995 - September 1S9S. Schedule 

El-B shows the Cslculaticn of Purchased Power Coots and 

calculation o f True-Up and Interest Provision t oe th~ pcr~od 

October 1994 - Karch 1'95 baaed on 2 Months Actual and 4 Monchu 

Estimated data . 

In der~vat1on o f the projected coat factor for the Apr1 l 1995 · 

September 1995 period, did you follow the oame procedure s that 

were used in the prior pe,riod filings? 

Yes. 

Why has the GSLD rate class for Fernandina Beach been excluded 

trom these computations ? 

o~mand and other purchaaed power coats are Asoigned to the GSLO 

rAte class directly baaed on their a ctual CP KW and th~11 

actual KWH consumption. That procedure for the GSLD claoo haa 

bee~ 1n use for severaL yeara and haa not been changed hereln . 

coots to be recovered from a ll other classes is dct•rm1ned 

after deducting from total purchased power coats Lhooc cost!: 

dlrectly assigned to OSLO . 

llow will the demand coat recovery factors for the other race 
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o. 

A. 

o. 

A. 

: 6 

c la3oeu be uaed? 

The d emand coat recovery tactora tor each of t he RS . os. oso 

and OL-SL ra t e c laeaea will become one element o f the total 

cost recovery factor for tboae claaaea . All other costs ~! 

purchased power will be recovered by the uae o f t he leve l 1:ed 

fac t or that 1s t~o same for a ll those rate claeee ~. Thus t he 

total factor f or each claaa will be tho aum o f t he reopect1ve 

demand cost fac tor and tho levelized f actor for all other 

ccsts . 

What are the t otal coat r ecovery taetora fo r thoae rate clasaPs 

i n fernandina Uc•~h beginning April l, 1995 a ! t er ad)UUtmenta 

f or line l ossea multiplier• and the revenue tax factcr? 

The fac t ors are as f ollows: 

RS 

OS 

oso 

OL ' SL 

.05036 $/KWH 

. 0.770 $/IOfR 

. 0 4 581 $/KifH 

.03996 $/KWH 

Please addreaa the calculation of tho total t rue - up amount t o 

be col l e cted o r refunded during tho April 1995 - Septemb~r .99~ 

per 1od. 

We have determi ned that ac the end ot March 1995 based on t•"o 

monche a ccual and four mo~tha e•ci mated, we w1ll have under 

recovered $ 14 3,938 in purchaaod po~er coa t s 1n our Mar1anna 

d1v1s1on . Baaed on eacimated aalea f or the period Aprll 199~ -

Septembe r 1995, i t wi ll be neceaaary t o add .102 26~ pe r KWH t o 
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... 1 

collect t h1s under- recovery. 

In Fernandina Be.ach we will have over-recovered $137 . 5 ·1 0 1n 

purcha s ed power costs . This &meunt will be refunded at 1081:c 

pe~ KWH during the April 1995 • September 1 995 period . r.age 3 

and 12 o f Compos i te Prehearing Identification Number GMB-1 

provides a de t a 1l of t he calculation of the true - up .amour.ts . 

Look i ng back upon the April 1994 - September 19 94 period, wh~t 

were the actua l End o f PerJ od - True-Up amoun~o for Ma r 1anna 

and Fe rnand ina Beach, and their significance, i f a ny? 

The Marianna Divis ion experienced an under-recovery o! $~~8.074 

and Fe rnandi na Beach Divisi on over-recovered $263,721. The 

amounts bot h represent fluctuation• of less than 10\ fron the 

total f ue l charges f or the period and are not considered 

signif icant var1anc es from projections . 

What are the f i nal remaini ng true- up amounts f or tho perlod 

Apr il 1994 t hrough Sept ember 1994 f o r both d ivisiono? 

In Mar1a nna t he final rer.~aining t rue-up amount was an under

r e covery o f ~230, 48,. The f inal remaining true - up amount io' 

Fernand1na Beach was an under -recove ry o f $25,350. 

What are the es timat~d true- up amounts for the per1od o f 

October 1994 thr ough ~reb 1995? 

In Mar1anna, t here i a an estimated over-re covery o C $96. 549 . 

Fernand1na Bea ch has an e s t i mated c·,er - recovery of :; L6 . 9 ~o 

Wh.at will the total f ue l adj ustmen t !actor. excluding demand 

cost recovery, be fo r both divi sions for the per1od Apr1l 199S 



1 

3 

s 

6 

7 

8 

9 

10 

ll 

12 

13 

1 ; 

l S 

lS 

A. 

o. 

J>. . 

Q. 

A. 

· Septembe~ 19 957 

In MarJ.ll!U\a the total t-uel adjust~~~ent f ac t o r as :~h'>.m on :.1~, ... 

33. Schedule £1, is 3.221¢ per KWH . In Fernand~na Beach the 

t otal tuel adjustment factor for •other cla~ses ·. as sho•.m on 

Line 43 , Schedule £1, amounts to 3.584¢ pe~ KWH . 

Pl~ase adv~se what a residen tial customer u aJ.ng . ,ooo ~~ WL!: 

pay f or t he peri od April 19J5 • Sep tember 1995 1nclud1ng base 

rates (which include revised conservation coat ~ecove~y 

fa c t ors ) and fuel adjustment factor and afte~ appllcat~on o! a 

l i ne l oss multiplier . 

In Marianna a residential. cu8tQmer uoin9 l, ooo KWH w1ll pay 

$? 3. 97, an increase ot $2.27 trom the p~evJ.ous pe~J.od . In 

Fernandina Beach a cust omer will pay $70.39, an 1nc~oaoc o! 

$ .67 f r om t he prevJ.oua period . 

Does t his conc lude your testimony? 

Yea . 
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GULF POWER COMPANY 

Before the Florida Public Service Commission 

Prepared Direct Testimony of 

M. L. Gilchrist 

Docket No. 940001-EI 

Date of Fl!ing: November 14, 1994 

Please state your name and business address. 

My name is Malcolm lane Gilchrist and my business address is 500 

- , 

12 Bayfront Parkway, Post Office Box 1151, Pensacola, Florida 32520-0328. 

13 

14 a. By whom are you employed and in what capacity? 

I:S A. 1 am the Manager of Fuel and Environmental Affairs for Gulf Power 

16 Company. 

17 

1s a. 
lq A. 

Mr. Gilchrist. will you please describe your education and experience? 

I graduated from Auburn University In 1958 with a Bachelor of Science 

20 Degree in Electrical Engineering. I joined Gulf Power Company in 1961 

2 1 as a Field Engineer. Since then, I have held various positions with the 

22 Company, including Power Sales Engineer; Division Seles Supervisor; 

2J Division Engineer: Supervisor of Fuel Supply; Assistant Plant Manager. 

24 Crist Electric Generating Plant: and Manager of Interchange and Fuel 

25 Supply. I was promoted to my present position in June 1989. 
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Q. What are your duties as Manager of Fuel and Environmental Affairs? 

2 A. I manage the fuel supply and environmental compliance activities of the 

3 Company. My respcnslbllltles Include fuel procurement, contract 

4 administration, and budgeting. 

s 

6 Q . Are you the same Malcolm Lane Gilchrist who has previously testified 

1 before this Commission on various fuel matters? 

8 A. Yes. 

10 Q. Mr. Gilchrist, what is the purpose of your testimony in this docket? 

II A. The purpose of my testimony Is to summarize Gulf Power Company's fuel 

12 expenses and to certify that these expense3 were properly incurred dunng 

11 the period P.pril1994 through September 1994. Also. It 1s my intent to be 

14 available to answer any questions that may arise among the part1es to this 

1 s docket concerning Gulf Power Company's fuel expenses. 

16 

17 Q . Have you prepared an exhibit that contains Information to which you will 

18 refer in your testimony? 

19 A. Yes. I have prepared an exhibit consisting of one Schedule. 

20 

'21 Counsel: We ask that Mr. Gilchrist's exhibit consisting of 1 schedule 

be marked as Exhibit No.------ (MLG-1 ). 

23 

24 Q . During the period Aprll1, 1994 through September 30, 1994. how did Gulfs 

'S actual fuel expenses compare with the budget or projected expenses? 
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Gulfs actual fufll expense was $106,504,730 as compared w1th the 

projected amount of $111,171,243, or under our estimate by a ?0%. 

Gulfs total net sys\em generation was 5,497,665 MWH compared to the 

projected generation of 5,957,220 MWH or 7.71% less than predicted. 

The resulting total fuel cost per KWH generated was 1.9373¢/KWH or 

3.81% over the projected amount of 1.8662¢/KWH. 

How did the projected purchase cost of coal compar~ w1th the a::tual 

9 cost? 

10 A. For the period, Gulfs average unit cost of coal purchased w.::ts 2.24% less 

11 than projected. 

12 

13 a. Mr. Gllchri&t, did Gulf Power make any significant changes in its fuel 

14 purchasing program during the twelve months ending September 1994? 

1.5 A. Yes. Gulf Power completed nsgoUatlons with Peabody CoaiSales 

16 concerning changes In Gulfs long term coal supply prompted by the 

11 requirements under Phase I of the Clean Alr Act. Those negotiations 

18 resulted in termination of the old agreement with Peabody Coal Company 

19 and in a new agreement for a coal supply that will allow the Company to 

20 meet the requirements for Phase I. Peabody CoaiSales will supply a 

21 blend of Venezuel'an and Illinois coal sufficiently low in sulfur content to 

22 ensure compliance with Phase I of the Clean Alr Act. The delivered cost 

2J of this new agreement coal Is less than costs under the old agreement 

2-1 with Peabody Coal Company. 

2S 
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Gulf Power also amended the transportation contract wtlh the Oh1o 

2 River Company effective July 1, 1994,ln order to achieve additional cost 

3 savings to the customers. 

4 

s a. What was the effect of the suspension agreement with Peabody Coal 

6 Company? 

7 A. The agreement simply suspended the purchases/deliveries that would 

8 otherwise have been made during the period under the Comparty's long-

9 term coal supply agreement with Peabody. During the suspension period. 

10 Gulf procured coal on the spot market to replace the suspended Peabody 

11 purchases/deliveries. Under the agreement, Gulf made a one-time 

12 payment of $16,389,423to Peabody. Gulf calculated that this payment 

13 and the suspension agreement allowed the Company to achieve net fuel 

14 cost savings for its customers through the replacement of the suspended 

IS coal with coal purchased on the spot market. 

16 

11 a. Are you in a position to address the total net savings achieved through the 

I& suspension agreement and the purchases of replacement coal? 

19 A. Yes. We have now shipped and received all the replacement cool 

20 tonnage tor the Peabody Suspen~ion Agreement. The total net ~avmgs 

21 was $14,479,865. At the time the decision to enter Into the Suspension 

n Agreement was made, we projected savings of $12,358.227. 

2-' a. What coal supply changes are taking place at Plant Daniel? 

25 A. The current fuel slllpply program 13 called a seasonal Powder River Ba~1n 
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(PRB) fuel program. During the off peak season. when full plant capac1ty 

2 is not normally needed, the plant will burn lower cost PRB coal. During 

3 the peak season, when full plant capacity is required, the plant w111 burn 

4 high Btu western coal. To date, the seaf;onal fuel program is working very 

s well. 

6 

1 a. Do you mean that Plant Daniel will operate below its rated capac1ty on 

8 PRB coal? 

9 A. Yes. Plant Daniel is unable to reach its rated capacity while burning PRB 

10 coals. However, high Btu coal is being stockpiled so that the units can be 

11 changed over within 8~10 hours and achieve full capacity if needed. As 

12 the plant gains experience In burning the PRB coal, we expect the plant to 

13 increase its capacity. Plant Daniel has been transit ioning to the seasonal 

t 4 PRB coal supply during 1994. 

I ~ 

16 a. How much spot coal did Gulf Power Company purchase during the period 

11 ending September 30, 1994? 

18 A. Gulf purchased 1,307,270 tons or 53% of Its supply from the spot coal 

19 market. My Schedule 1 of Exhibit No. 0} .3 (MLG-1) consists of a 

20 list of contract and spot coal suppliers for the period ending 

21 September 30, 1994. 

22 

23 a. 
24 A. 

How are coal prices determined under Gulfs long-term contracts? 

Under all of Gulfs long-term coal contracts, Gulf pays a base price per ton 
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plus cost escalations that have occurred since the coal conuact began 

z The base price with cost escalations type contract is a long term 

J agreement on quantity, quality, and escalation factors that prov1des the 

4 buyer with an assured source of coal of known quality. The pnce of coal 

s supplied under this type of contract will not go up and down with current 

6 market conditions. 

7 

s a. Should Gulfs fuel purchase cost for the period be accepted as reasonable 

9 and prudent? 

10 A Yes. Gulfs coal purchases were primarily either from coal vendors w1th 

11 long term contracts subject to cost escalations or from a competitively b1d 

12 spot purchase order. These coal vendors were selected by procedures 

11 designed to provide an assured quantity of coal of a known quality for a 

14 specific term at the lowest available delivered cost. Gulf has administered 

IS the provisions of these contracts and purchase orders appropnately. All 

16 of Gulfs oil purchases were from oil vendors selected by open b1ds to 

11 insure the most economical price of oil. 

18 

19 a. 
2C A. 

21 

2l 

24 

25 

Mr. Gilchrist, does this conclude your testimony? 

Yes. 

l 
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GULF POWE.R COMPANY 

Before the Florida Public Service Commission 
Prepared Direct Testimony of 

M. L Gilchrist 
Docket No. 950001-EI 

Date of Filing January 17, 1995 

Please state your name and business address. 

My name is M. L. Gilchrist, and my business address is 500 Bayfront 

s Parkway, Pensacola, Florida, 32520-0328. 

9 

10 a. 
II A. 

12 

n a. 

14 A. 

By whom are you employed and In what capacity? 

I am Manager of Fuel and Environmental Affairs for Gulf Power Company. 

Mr. Gilchrist, will you please describe your education and experience? 

I graduated from Auburn University in 1958 with a Bachelor of Science 

15 Degree In Electrical Engineering. I joined Gulf Power Company in 1961 

16 as a Field Engineer. Since then, I have heidi various positions with the 

11 Company, Including Power Salas Engineer, Division Sales Supervisor, 

18 Division Engineer, Supervisor of Fuel Supply, Assistant Plant Manager at 

19 Crist Electric Generating Plant, and Manager of Interchange and Fuel 

20 Supply. I was promoted to my present position June 1, 1989. 

21 

22 a. What are your dulles as Manager of Fuel and Environmental Affairs? 

2J A. I manage the fuel supply and environmental compliance activities of the 

24 Company. My responsibilities Include fuel procurement, fuel contract 

2s administration, and fuel budgeting. 



a. 
2 

Docket No. 950001-EI 
Witness: M. L. Gilchrist 

,.. 6 Page 2 

Are you the same lane Gilchrist who has previously testified before this 

Commission on various fuel matters? 

J A. Yes. 

4 

.s a. 
6 A. 

Mr. Gilchrist, what Is the purpose of your testimony In this docket? 

The purpose of my testimony is to support Gulf Power Company's 

1 projection of fuel expenses for the period April1 , 1995 to September 30. 

8 1995 and to be available to answer any questions that may occur 

9 concerning the Company's fuel procurement 

10 

II Q . Have you prepared an exhibit that contains lnfortnatlon to which you will 

12 refer in your testimony? 

P A. Yes. I have prepared an exhibit consisting of one schedule. Schedule 1 

14 of my exhibit is a tabulation of projected and actual fuel cost for the past 

1.s ten years. The purpose of this schedule Is to illustrate the accuracy of our 

16 short term projections of fuel expenses. 

17 

18 COUNSEL: We ask that Mr. Gilchrist's exhibit, consisting of one 

19 schedule, be marked as Exhibit No. ~ (MLG-2). 

20 

21 a. Has Gulf Power Company made any changes to Its projection methods 

22 for this period? 

23 A. No. 

24 

2.S 
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Will there be any major changes In Gulfs fuel purchasing program during 

this period? 

3 A. No. 

4 

5 a. Has the Company Included expenditures for emission allowances in its 

6 projection of fuel costs for this filing? 

7 A. Yes. Phase I of the CAA became effective January 1, 1995, therefore, 

8 this projection does Include an estimate of the cost of <tllowances to be 

9 expended during the period. 

10 

11 a. How is the number of allowances expected to be used projected? 

12 A. The same fuel budget model that predicts the coal burn also forecasts the 

13 number of tons of sulfur burned, which Is readily converted to tons of SO,. 

14 The nominal percent sulfur In the coal is simply multiplied by the tons of 

15 coal burned. 

11 a. How was the cost of allowances to be expended determined for the 

18 forecast? 

19 A. The projected cost of allowances was determined by a method very 

20 similar to fuel inventory as specified by FERC procedures. In other 

21 words, allowances are held •1n stock" at cost and are "issued" at the 

22 projected cost of allowances which Is based on anticipated allowances 

23 granted net of allowance sales, purchases, and transfers. 

24 

2.S 
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How much spot market coal does Gulf Power project it will purchase 

during April1995 through September 1995? 

We are projecting the purchase of approxima:ely 470,000 tons. This 

4 represents approximately 33% of our projected purchase requirements. 

6 a. 
7 A. 

8 

9 

10 

II 

12 

13 

14 

IS 

16 

17 

18 

19 

20 

21 

22 

23 

Mr. Gilchrist, does this conclude your testimony? 

Yes. 
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GlJLP POWER COMPANY 

Before the Florida Public Service Commiss ion 
Direct Testimony of 

M. w. Howell 
Docket No. 940001-BI 

Date of Piling: November 14 , 1994 

Please state your name, business address and occupation . 

My name is M. w. Howell , and my business address i s 500 

Bayfront Parkway, Pensacola, Florida 32501. I am 

Manager of Transmission and System Contro l for Gulf 

Powe r Company . 

I'J Q. Have y ou previo".Jsly testified before this CormU.ssion ? 

2u A.. Yes . I have testified in various rate case, 

21 c..:ogeneration, t erritor i al dispute, planning hearing, 

22 fuel c lause adjustment, and purchased power capacity 

2J cost recovery dockets. 

24 

25 Q. Please summarize your educational and professional 

26 background. 

27 A.. I gradudted from the University of Florida i n 1966 with 

2g a Bac helor of Science Degree in Electrical Engineering. 

29 I rec eived my Masters Degree in Electrical Engineering 

111 from the University o f Florida in 1967, and then joined 

31 Gulf Power Company as a Distribution Bngineer . I have 
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since served as Relay Engineer, Manager of Transmi ssion, 

2 Manager of System Planning, Manager of Fuel and System 

3 Planning, and Manager of Transmission and Sys tern 

4 Control. My experience with the Company has included 

s all areas o f distribution oper ation, maintenance, and 

6 construction; transmission operation, maintenance, and 

7 construction; relaying and p r otection o f the genera t ~on, 

8 transmission, and distribution sys tems; planning t he 

9 generation, transmission, and d istr ibution system 

10 additions in tne future; bulk power interchange 

II administration ; overall management of fuel pla~ing and 

12 procurement; and operation o f the system dis patch 

13 center. 

14 I have served as a member of the Engineering 

IS Committee and the Operating Committee o f the 

16 Southeast ern Electr ic Reli ability Council, chairman o f 

17 the Generation Subcommittee and member o f the Edison 

18 Electric Institute System Planning Committee, and 

19 c hairman or member of a number of various techni cal 

211 coiTillittees and task forces within the Sou thern electt ic 

21 s ystem and the Florida Electric Power Coordinating 

22 Gr oup, regarding a variety of technical issues including 

23 s ys tem operati ons, bulk power contracts, genera tion 

24 expans i on, transmission expansion, transmission 

25 interconnection requirements, central dis patch , 
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transmission system operation, transient stab~lity , 

2 underfrequency operation, generator underfrequency 

3 protection, system production costing, computer 

~ modeling, and others. 

s 

6 Q. What is t he purpose of your testimony in this 

7 proceeding? 

8 A. I will summarize Gulf Power Company's purchased powe r 

9 fuel costs for ~nergy purchases and sales that were 

10 incurred during t he April 1, 1994 through Septe mber 30, 

II 1994 recovery period. I will then compare these actual 

12 costs to their projected levels for the period and 

13 discuss the primary reasons for the differences . 

14 I will also summarize the actual capac ity expenses 

IS and revenues that were incurred during t he r ecovery 

16 period, compare these figures to their projected levels, 

17 and discuss the reason.s for the differenc es . 

18 

19 Q. During the period ~ril 1, 1994 through September 30. 

20 1994, what was Gulf's actual purchased power f uel c os t 

21 for energy purchases and how did it compare with the 

22 projected amount? 

23 11.. Gulf's actual total purchased power fuel cost !or e ne rgy 

24 purchases, a s shown on line 11 of Schedule A-1, was 

2S $19,806,789 as compared to the pro jected amount o f 
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$5,822,000. This resulted in a variance above budget o f 

2 $13,984,789, or 240\. The actual f uel cost per KWH 

3 purchased was 1.8403 ¢/KWH as compared to 1 . 8380 ¢ / KWH, 

4 or 0.1\ above the projection. 

s 

6 Q. What were the events that influenced Gulf's ~urchas o f 

7 energy? 

8 A. Gulf was able to purchase significantly more economy 

9 power through the Southern electric power p ool t o meet 

to its load than was forecasted for the period due t o t he 

11 availability of l ower cost pool energy. Gulf purc hased 

12 1,076,290,940 KWH, shown on line 11 of Schedule A- 1 , as 

13 compared t o the estimate of 316,750,000 KWH, or 240't. 

14 more. The actual average cost was 1.8403 ¢/KWH a~ 

IS compared to the estimate of 1.8380 ¢/KWH, a very s light 

16 increase of 0.0023 ¢/KWH over budget. 

17 This average actual fuel cost of purchas es o f 

18 1.8403 ¢/KWH was actually St less per KWH than Gulf 's 

19 actual average fuel cost of system generation, s hown on 

20 line 4 , which was 1.9373 ¢/KWH. Gulf's system ne t 

21 generation was 5,497,665,000 KWH, or 8% under our 

22 estimate, but was over budget in unit cost by 4\ . 

23 

25 
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Q. During the period April 1, 1994 through September 30, 

2 1994, what wtts Gulf's ttctual purchased power fuel cos t 

3 for energy sales and how did i t compare wi th the 

4 projected amount? 

s A. Gulf's actual total purchased power fuel cost for energy 

6 sales, as shown on line 17 of Schedule A-1, was 

7 $29. 469,775 as compared to the projected amount o f 

8 $22. 77 5. 400. This resu.lted in a varianc·e above budget 

9 of $6,694, 375, or 29\. The actual fuel cos t per KWH 

10 sold was 1.8039 ¢/KWH as compared to 1.8596 ¢/KWH, or 3% 

11 below the projection. 

12 

ll Q. What were the events that influenced Gulf 's sale o f 

1-1 energy? 

IS A. Gulf's off-system sales, shown on line 17 , we r e 

1~ 1,633,709,618 KWH, or 33\ over the projection for the 

17 period. These off-system sales were over the projec t i on 

18 due to Gulf's increased sale of energy to the Southern 

19 electric system power pool to meet the pool's obligation 

20 f o r these sales. The lower cost of energy available 

21 from Gulf's resources compared with the cost o f energy 

22 generated by the other pool members allowed Gulf to sell 

23 more energy than budgeted to t~e poo l for o ff- system 

24 obligations. 

2S 
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Q. How are Gulf's net purchased power fuel costs af fected 

2 by Southern electric system energy uales? 

3 A. As a member of the Southern electric system power pool , 

4 Gulf Power participates in these sales. Gulf's 

5 genera ting uni ts are economically dispatched to meet t he 

6 needs of its territorial customers , the system. and 

7 off-system customers. 

8 Therefore, Southern system energy sales proviae a 

9 market for Gulf's surplus energy and generally improve 

10 unit load factors. The cost o f fuel used to make these 

II sales is credited against, and therefore reduces, Gulf's 

12 fuel and purchased polofer costs. 

13 

14 Q. During the period April 1 , 1994 through September 30, 

IS 1994, how did Gulf's actual net purchased p ower cbpaci~y 

16 transactions compare with the n et projected 

17 transactions? 

18 A. In a previous cost recovery proceeding in Docket No . 

19 940001-EI, I testified that the projected net pur chased 

211 power capacity cost for the April l , 1994 through 

21 September 30, 1994 recovery period was $494,906. The 

22 actual net capacity cost lofas $622,607 . This represen ts 

23 an increase in cost of $127,701, or 26\ mor .. t han 

24 projected. 

2S The projected net IIC capacity cos t f o r the 
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April 1, 1994 through September 30, 1994 recovery period 

was $1,094 ,906. The actual net IXC capacity cos t for 

the filing period was $1,204,135 , or 10\ more than 

projected. 

The projected Florida Power Corporation Schedule E 

capacity revenue for the period was $600,000. The 

actual Schedule E capacity revenue for the recovery 

per iod was $581,528, or 3' les• than projected. 

Please explain the reasons for this difference. 

First , Gulf's actual net IIC capacity cost was higher 

than budget because there was more actual system 

capacity to be equalized because of higher demand side 

program capacity and a lower actual system load. 

Therefore, Gulf was responsible for s haring a 

perc entage of an increased level of system capacity and 

the company had a slightly increased IIC capacity cost. 

Second, Gulf's actual PPC Schedule E capacity 

revenue was below budget because the Southern elec tric 

system was required to give PPC capacity charge c redits 

due to reduc~d capacity transfer capabilities on the 

Southern I Florida transmission interface caused by 

Tropical Storm Alberto. 
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Q. Does this conclude your testimony? 

1 A. Yes. 

3 

4 

s 

6 

7 

8 

9 

10 

II 

11 

13 

14 

I ~ 

16 

17 

18 

19 

2() 

21 

22 

23 

24 

2S 
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GYLP POWER COHPANX 

Before the Florida Public Se~ice Commissi~n 
Direct Testimony of 

H. w. Howell 
Docket No. 950001-EI 

Date of Piling: January 17, 1995 

7 '/ 

6 Q. Please state your name, buaineas address and occupation. 

7 A. My name is H. W. Howell, and my business address is 500 

8 Bayfront Parkway, Pensacola , Florida 32501. I am 

9 Manager of Transmission and System Control for Gulf 

10 Power Company . 

II 

12 Q . Have you previously testified before this Commi~sion ? 

ll A. Yes. I have testified in various rate case, 

14 cogeneration, territorial dispute, planning hearing, 

15 fuel clause adjustment, and purchased power capacity 

16 cost recovery dockets. 

17 

18 Q. Please summarize your educational and pro fes sional 

19 background. 

20 A. I graduated from the University of Florida in 1966 with 

21 a Bachelor of Science Degree in Electrical Engineer i ng . 

22 I received my Masters Degree in Electrical Engineer~ng 

23 from the University of Florida in 1967 , and then join~d 

24 Gulf Power Company aa a Distribution Engineer . I have 

25 since served as Relay Engineer, Manager of Transmission, 
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Manager o f System Planning, l~ager o f Fuel and Sys t em 

2 Planning, and Manager of Transmission and Sys t em 

3 Control . My experience with the Company has inc luded 

4 all areas of distribution operation, maintenance , and 

s c onstruction; tranamission operation, maintenanc e, and 

6 construction; relaying and protect1on o f the generat i on , 

7 transmission, an4 4istribution systems; planning the 

8 generat ion, transmission , and distribution system 

9 additions in the future; bulk power interchange 

10 administration; overall management o f f uel planning and 

II procurement; and operation of the system d iApatch 

12 center. 

13 I have served as a member of the Engineer i ng 

14 Corrmittee and the Operating Corrmittee o f the 

IS Southeastern Electric Reliability Counc il, c ha i rman o f 

16 the Generation SubcOZIIIdttee and member o f t~~ Edi son 

17 Elec tric Institute System Planning Commi t tee , and 

18 c hairman or member of a number of various techni cal 

19 corrmittees and task forces within the Southern e l e c t r i c 

20 system and the Florida Electric Power Coordinating 

21 Group , regarding a variety of technical i ssues i nc l uding 

22 s ys tem operati ons , bulk power contrac ts , generati on 

23 expansion , transmission expanaion , transmiss i on 

24 interconnection requirements, central dispatch , 

2.5 t ransmission system opor«ltion , transient stability, 

' 
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underfrequency operati on, generator underfrequency 

2 pL o tec tion, system production costing, compu ter 

J modeling, and others. 

4 

s Q. What is the purpose of your t estimony in this 

6 proceeding? 

7 A. The purpose o f my testimony is t o support Gulf Power 

K Company's p rojection of purchas~d power fue l costs for 

9 energy purchases and sales and its projection o f 

10 purchased power capacity costs for the period April, 

II 1995 - September, 1995. 

12 

13 Q. Have you prepared an exhibit that c ontains informa tion 

I~ t o which you will refer in your testimony ? 

IS A. Yes . My exhibit consists of one schedule to whic h I 

16 will refer . This scbedu~e was prepared under my 

17 supervision and direction. 

18 

19 

20 

21 

22 

24 

2S 

Counsel: We ask that Mr. Howell's Exhibit. 

comprised of one Schedule, be 

marked for identification as 

Exhibit~(MWH-1 ). 
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Q. What are Gulf's projected purchased power recove rabl e 

2 cos cs for energy purchases and sales for the Ap1:il, 1995 

3 - September, 1995 recovery period? 

4 A. Gulf's projected recoverable cost for energy purchases . 

s shown on line 12 of Schedule B-1 of the fuel filing, is 

6 $10,212,000. The projected fuel cost f or energy sal~s. 

1 shown on line 18 of Schedule B-1, is $17,870,200. These 

8 transactions result from Gulf's partic ipation in t he 

9 coordinated operation of t h e Southern elec tric system 

10 power pool. These amounts are used by Gulf' s witness 

II Susan Cranmer as an input in the calculation of the fuel 

12 and purchased power cost adjustment f act or. 

13 

14 Q . What information is contained in your exhibi t? 

IS A. Schedule 1 of my exhibit lists the names o f the power 

16 contracts which are included for capac ity cos t r ecovery, 

17 their associated megawatt amounts, and the r esult ing 

18 capacity dollar amQunts. 

19 

20 0 Which power contracts produce capacity transacti ons that 

2 1 are recovered through Gulf'a purchased powe r capacity 

22 cost recovery factors? 

23 A. In previous proceedings, the Commis sion has author ized 

24 the Company t o include capacity transacti ons under t he 

2S Southern elec tric system's Intercompany Interc hange 
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Contract (IIC) and the Long-Term Non- Firm Contract 

(Schedule E) with Florida Power Corporat i on (FPC) f or 

recovery through the purchased power capac i t y cost 

recovery fac tors. Because Schedule E capac i t y s ales to 

FPC ended on December 31, 1994, Gulf will only have IIC 

capacity trans actions during the April, 1935 -

September, 1995 recovery period. In this ca s e , the 

energy transactions under the contrac t are hand led for 

cost recovery purposes through the fuel cost r ecovery 

factors. At this time, Gulf does not par ticipate in any 

other power c ontracts that would produce capacity 

transac tions during the relevant r ecovery per iod. 

Have there been any changes to the IIC with regard t o 

capac ity transactions since the las t r ecove ry factor 

adjusonent proceedings? 

No, there have not been any changes to t he contract 

i tself. However, on November l , 1994 , in accordance 

with both the contract and the requ i r emen ts of the 

Federal Energy Regulatory Commiss i on (PERC), the 

Southern elec tric system made its annual IIC 

informati onal filing with the PERC. The info rmati onal 

filing reflects updated historical l oad respons ibilily 

ratios, t he expec ted system load , and the capacity 

amounts f or 1995 that are used i n t he capacity 
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equalization calculation perfo~ed purs uan t t o t he IIC 

2 t o dete~ine the capacity transac tio ns and costs Cor 

3 each operating c~any. These upda tes have inc r e a s€'d 

4 Gulf ' s projected capacity payments f o r t he April , 1995 -

s September , 1995 recovery period by $ 36 .008 from what 

6 they otherwise would have been pri or t o the upd~te. 

7 

8 Q. What are Gulf's IIC capacity transac tions that a r e 

9 pro jected for the April, 1995 - Sept ember, 1995 r ecovery 

10 period? 

11 A. As s hown on Schedule 1 of my exhibit, capacity 

12 t rans acti ons under the IIC vary f r om month t o month . 

13 I l C c &pac ity purchases in the amo unt o f $2 333.038 are 

14 pro jec ted f o r the period. IIC capac i t y sales during the 

I.S same period are projec ted to be $337 ,070 . The 

16 c ombi na t i o n o f these yields the Compa ny ' s ne t capacity 

17 t r ansactions under the IIC f or t he per i od, whic h a r e net 

18 purc hases amounting t o $1 , 9 95 ,968 . This compares t o net 

19 pur c hases o f $5, 425 , 921 that we r e projected for th~ 

20 per iod October , 199C - March , 1 995 . 

21 

22 Q. What are Gu l f ' s total projected net c apac i ty 

23 t rans a c tions f o r the April , 1995 - Septe mber , 1995 

24 r ecov ery period? 

lS A. As s hown on S~bedule 1 of my exhibi t . t he ne t p u rchases 
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under the IIC will cause Gulf to have a projected nPt 

2 capac ity coat of $1,995,968. Because Schedule E sales 

J to FPC have ended, this IIC capacity cost is Gu l (' D 

4 total net cost to be included f or recovery. This figure 

s is us~d by Ms. Cranmer as one of the ~nputs i n the 

6 colc~lation of the total capac'ty transact i c ns to be 

7 recovered through the purchased power capacity cost 

8 recovery factors to be applied in the recovery period. 

9 

10 Q. Does this conclude your testimony? 

II A. Yes. 

12 

13 

14 

IS 

16 

17 

18 

19 

2CI 

21 

22 

ll 

24 
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GULF POWER COMPANY 
Before the Florida Public Service Commi~sion 

Prepared Direct Testimony of 
susan D. Cranmer 

Docket No . 940001- EI 
Date of Filing: No~ember 14, 1994 

Please state your name, business address, and 

occupation . 

My name is Susan Cranmer. My busines s address is 500 

Bayfront Parkway, Poet Office Box 1151, Pensacola , 

Florida, 32520-1151. I hold the posi t i on of Supervisor 

of Rate Serv i ces. 

Please briefly describe your educationa l bac kqrot•nd and 

bus Jness experience. 

I q raduated from Wake Forest Universi t y i n 

Wi ns ton-Salem, North Carolina in 1981 wi th a Bachelor 

of Sc i ence Deqree in Bus iness and from t he Unive~sity 

o f Wes t Florida in 1982 with a Bachelor o f Ar ts Deg r ee 

i n Ac countinq. I am also a Certified Publ ic Accountant 

licensed i n the State of Fl orida. I joined Gulf Power 

Company in 1983 a~ a Financial Analys t . I have held 

vari ous pos itions with Gulf includinq Comput e r Modeling 

Analyst and Sen i or Fi nancial Analys t. I n 1991, I 

assumed the position of Supervisor of Rate Services and 

pr usont1y ser ve in that capac ity. 
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My responsibilities include ~upervision o f ta ri f f 

administration, cost of service, calculation of c os t 

recovery factors, and the regulatory filing fu nction o f 

the Rates and Regulatory Matters Department . 

Have you prepared an exhibit that contains 1nfor mation 

to which you will refer in your tes timony? 

Yes, I have. 

Counsel: We ask that Ms . Cranme r 's 

Exhibit c onsis ting o f four 

schedules b~ marked as 

Exhibit No. ___ (SDC- 1) . 

Are you familiar with the Fuel and Purchased Power 

(Energy) True-up calculation and the Purchased Powe r 

Capacity Cost True-Up Calculation for the period of 

April 1994 through September 1994 s ot f or t h i n you r 

e xhibi t? 

Yes. These documents were prepared und er my 

s upervision. 

Have you ver ified that to the best ot your knowledge 

and belief, the information conta i ned in these 

documents i s correc t? 

Yes , I have. 
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What is the amount to be refunded or collected through 

the fuel cost recovery factor in the period April 1995 

through Sept~mber 1995? 

An amount to be collected of $2,394,382 was calculated 

as shown in Schedule 1 ot my exhibit. 

How was this amount calculated? 

The $2,393,795 was calculated by taking the difference 

in the estimated April 1994 through September 1994 

under- cecovery of $1,969,504 as approved in Order No. 

PSC-94-1092-fOF-EI, dated September 6, 1994 ard the 

actual under- recovery ot $4,363, 886 which is the sum o r 

lines 1 , 8, and 12 shown on Schedule A-2, page J of 4, 

Period-to-date ot the monthly filing for September 

1994 . 

Ms. Cranmer, you stated earlier that you are 

18 responsible tor the Purchased Power Capacity Cost 

19 True- up Calculation. Which schedules of your exhibit 

20 

21 A. 

22 

2J 

24 

relate to tho calculation of these factors? 

Schedules CCA-1, CCA-2 , and CCA-3 of my exhibit r ela t e 

to the Purchased Power Capacity Cost True-up 

Calculation tor the period April 1994 through September 

1994. 
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What is the amount to be r efunded or collect ed In the 

period April 1995 through September 1995? 

An a~ount to be refunded of $221,434 was ca lcula ted as 

shown in Schedule CCA-1 of my exh i bit. 

How was this amount calculated? 

The $221, 434 was calculated by taking the difference in 

the estimated April 1994 through September 1994 

over- recovery of $56,118 ae approved in Order No. 

PSC-94-1092-FOF-EI, dated September 6, 19 J 4 and the 

actual over-recovery of $277,552 which is the S\lm of 

lines 11 and 12 under the total coluiDn on Schedule 

CCA-2. 

Please describe Schedules CCA- 2 and CCA-3 of your 

exhibit. 

Schedule CCA-2 shows the calculation of the actual 

over- recovery of purchased power capacity costs for the 

period April 199~ through September 1994. Schedule 

CCA-3 of my exhibit is the calculation of the interest 

provision on the over-recovery. This is the same 

method of calcu lating interest that i s used in the Fuel 

and Purchased Power (Energy) Coat Recovery Clause a nd 

the Envi r onmenta l Cost Recovery Clause. 
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Ms. Cranmer, does this complete your teotimony? 

Yes, it does. 
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GULF POWER COMPANY 

Before the Florida Public service commiss1on 
Prepared Direct Testimony of 

Susan D. Cranmer 
Docket No. 950001-EI 

Fuel and Purchased Power Capacity Cost Recover y 
Date of Filing: January 17, 1995 

Please state your name, business address and occupat1on . 

My name is susan Cranmer. My business aodress 1s ~oo 

Bayf ront ParKway, Pensacola, Florida 32501. I hold the 

position of Supervisor of Rate Services for Gulf Power 

Company. 

Please b r iefly describe your educational backgrcJnd ano 

bus1ness experience. 

I graduated from Wake Forest University in 

Wlnston-Salem, North Carolina in 1981 with a Bachelor of 

Science Degree 1n Business and from the Univers1~y of 

West Florida i n 1982 with a Bachelor of Arts Degree 1~ 

Accounting. I am also a Certified Public Accountant 

l1censed in the Stato of Florida. I joined Gulf Powe r 

Company in 1983 as a Financial Analyst. I have h<>ld 

va r1 ous posit1ons with Gulf including Computer Xodel1nq 

Analyst and Senio r Financial Analyst. In 1991 , 

assumed the position of Supervisor of Rate SerVll•'!; c~rrl 

presently serve in that capaci ty. 
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My responsibi lities i nclude supervision o f tar:f! 

administration, cost of ser vice, cal~ulation of cosL 

recovery factor~, and the r egulator y fil ing functi on o f 

the Rates and Regulatory Hatt ers Department . 

Have you r previously filed testimony before this 

Commission in Docket No. 950001-EI? 

Yes , I have . 

Wha t is the purpose o f your testimony? 

The purpose of my testimony is to discuss the 

calculation o f Gulf Power ' s fuel cost recovery facLo ts 

for the oeriod April 1995 through September 1995. 

w1ll also d iscuss the calculation of the purchased prwer 

capaci ty cost recovery factors tor that period. 

Are you familiar with the Fuel and Purchased Power Cost 

Recovery Clause Calcula tion f or the per1od of Apr ll 199~ 

through September 1995? 

Yes , these documents were prepared under my superv1s1 or.. 

Have you verified that to the best of your knowledge and 

belief , the information contained i n these documenLs 1s 

correct? 

Yes , I have. 
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Couns el: We ask that Ms. Cranmer's Exhibl t 

consi sting of fifteen s chedules , 

along with Schedules Al through A1 2 

previ~usly filed with the Commiss1on fo r 

t he months of June, July, Augus t, 

September, October, and Novembe r 199~ , 

be marked as Exhibit No . ~(SDC- 2) . 

Ms . Cr anmer, wha t ha s Gulf calculated as the true-up to 

10 be appl i ed in the period April 1995 through September 

1i 1995? 

12 A. The true-up fo r this period is an increase of . 0 ~4C / Y.wh 

13 This i ncludes a final t rue-up under- recover y o f 

14 $~ , 394, 382 . As shown on Schedule E-lA, lt a lso 1ncludes 

15 an estimated t rue-up under-recovery o f S55G , 052 f o r Lhe 

!G current pe r iod . The resultinq under-re cove r y is 

$2 , 950,434. 

1 & 

19 Q . What has been i ncluded i n this f i l i ng t o r eflecL the 

20 GPIF reward/penalty t o r the period of Apri l 1994 th r ough 

:1 September 1994? 

22 A . This is s hown on L1 ne 32b of Schedule E-1 as an 1ncreasc 

• J o f .0005¢/kwh, the r eby rewarding Gulf by S22 , 93l . 



Q. 

2 

3 A. 

5 

6 

7 

9 

I 0 

, , 

! :: 

l 4 Q. 

I 5 

l o A . 

1 7 

18 

! 9 

~0 o. 

: :l A. 

24 

O'i .. 
Docket No . 9500 01 -El 

Witness: Susan D. Cranmer 
Page 4 

l-1s . Cranmer, what is the leveli zed projected fuel factor 

for the period April 1995 through Septet.lbe r 1995? 

Gulf has proposed a leveli zed fuel !acto r of 2 .3!4C/Y.wh . 

It i ncludes projecte~ fuel and purchased power energy 

expenses fo r April 1995 through September 1995 and 

p rojected kwh sales for the same period, as well as the 

true-up and GPIF reward. The proposed level Jzed fuel 

factor a lso includes the special recovery amount 

associa ted with the Air Products speci a l con tract . The 

calculation o f the special recovery amount is presented 

on Schedule E-12 of my exhibit. The levelized fuel 

fac t or has not been adjusted for line losses. 

Ms . Cranmer , how were the line loss multipliers used on 

Schedule E- lE ca l cu lated? 

They were calcula ted in &ccordance with procedure~ 

approved in prior f ilings and were based on Gulf ' s 

latest mwh Load Flow Allocators. 

Ms. Cranmer , what fuel factor does Gulf propose fo r 1Ls 

largest group of customers (Group A) , those on ~ate 

Schedules RS, GS, GSD, OSIII, and OSIV? 

Gul C proposes a standard fuel factor, ad justed for llJlC 

losses , of 2.342C/kwh for Group A. FUel facto r s !or 
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1 Groups A, B, c, and D are shown on Schedule E-lE. These 

factors have also been adjusted for line losses. 

3 

4 Q . Ms. Cranmer, how were the time-of-u~e fuel facto r s 

5 calculated? 

6 A. These were calculated based on projec ted loads and 

7 system lambdas for the period April 1995 through 

September 1995. These factors included the GPif, 

9 true-up, and special contract recovery cost amoun t s and 

10 were adjusted for l1ne losses. These time-of-use fuel 

11 factors are also shown on Schedule E-lE. 

12 

13 Q. How does the proposed fuel factor fo r Rate Schedule RS 

14 compare wi th the factor applicable to March and how w1ll 

15 the change affect the cost of 1000 kwh on Gulf ' s 

16 resident ia l rate RS? 

l7 A . The current fuel fac tor applicable to March 1995 1s 

18 2 . 206C/ kwh compared \lith the proposed factor o f 

! 0 2 .342C/kwh. For a res idential customer who uses 

20 1000 kwh i n April 1995, the fuel port ion of the b1ll 

~~ w1ll increase from $22.06 to $23.42. 

22 

23 Q. t~s . Cranme r, has Gulf updated its estima t es of the 

~ :, as-available avoided energy costs to be shown on COGl as 

25 requi red by Order No . 13247 issued May 1, 1984 1n Docke t 
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No . 830377-El and Orde r No. 19548 issued June 21 , 1988 

2 in Docket No . 880001-E!? 

3 A. Yes . A tabulation o f these costs is set forth in 

4 Schedule E-ll of my Exhioit SDC-2. These costs 

5 represent the estima tes for the period from April 1995 

6 th rough March 1997. 

7 

8 I) • Ms. Cranme r, you stated earlier that you are responsible 

9 for t he calcula t ion o f the purchased power capacity cost 

10 r ecovery fac~o rs . Wh ich schedules ot your exhibit 

1 1 relate to the calculation o f these !actors? 

12 A. Schedule CCE-1, including CCE-1a and CCE-lb, and 

13 Schedule CCE-2 of my exhibit relate to the calculat ion 

}.; of the purchased power capacity cost recover y factors 

15 for the period April 1995 through September 1995. 

1o 

11 Q. Please describe Schedule CCE-1 of your exhibit. 

18 A. Schedule CCE - 1 shows the calculation of the amoun t of 

!9 capacity paymen ts to be recovered through the Purchased 

20 Power Capacity Cost Recovery Clause. Hr. Howell has 

~· . . prov1ded me with Gulf ' s projected purchased power 

.,.., capacity transactions under the Southern Company 

23 Inte r company In terc hange Contract (IIC). Gulf ' s 

44 proJec ted capacity payments for the period Apr l1 1995 

25 through September 1995 are purchases o f $1,995,968 . The 
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jurisdlctional amount is $1,924,085. For the per1 od , 

Gulf's requested recovery before true-up is the 

difference between the jurisdictional pro jected 

purchased power capacity costs and the approved 

adjustment for former capacity transactions embedded 1n 

current base rates. This adjustment amount was f 1 x~d :r. 

Orde r No. PSC-93-00 47-FOF-EI, dated Ja~uary 12, 1993, a~ 

an embedded c redit of $839,290, or $826, 000 net of 

revenue taxes. Thus, the projected recove ry amour.t to 

be collected through the purchased power capac1ty cost 

recovery factors in the period April 1995 throJgh 

September 1995 is $2,750,085. This amount 1s added ~o 

the t otal true- up amount to determine the t otal 

purchased power capacity t r ansactions to be recovercJ 

through the fac t ors to be applied in the per iod . 

What has Gulf calculated as the purchased power capac1ty 

factor true- up to be applied in the period Apr ll !99~ 

t hrough September 1995? 

The true-up for this period is a decrease o f S:20, 0:! aS 

shown on Schedule CCE- 1a. This includes a f1na1 

capacity cost t rue-up over-recovery of $221,4 3~ . It 

also i ncludes an estimated under-recovery o f Sl01 ,·l ~1 

for the period Oc t ober 1994 through March 19 9~ , as 

calculated on Schedule CCE-lb. 
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What methodology was used to allocate the capac1ty 

payments to rate class? 

As required by Commission Order No. 25773 1n UocY.e t 

No. 910794-EQ, the revenue requirements have been 

allocated using the cost ot service methodo l ogy used 1n 

Gulf 's last full requirements rate case and approved ~~ 

the Commission in Order No. 23573 issued October 3, 199C• 

in Docket No. 891345-EI. Althouqh the capacity payment s 

in that cost o f service study were allocated to rate 

c lass usinQ the demand allocator based on the twc l v~ 

monthly co1nc1dent peaks projected tor the test /Car . 

fo r purposes o f the purchased power capacity cost 

recovery clause, Gult has allocated the net purchased 

power capacity costs to rate class with 12/lJth on 

demand and l/13th on energy. This allocat ion is 

conststent w1th the treatment accorded to productlo~ 

plant in the cost of service study used in Gul f' s last 

rate case . 

How were the allocation factors calculated for usc Ln 

the Purchased Power Capacity Cost Recovery Clause ~ 

The allocatlon factors used in the Purchased Power 

Capac1ty Cost Recovery Clause have been cnlculnt "· l us:nq 

the 1993 load data f1led with the commiss 1on 1n 

accordance with FPSC Rule 25-6.0437. The calcula llons 
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of the allocation factors are shown in columns A t hrough 

I on page 1 of Schedule CCE-2 . 

Please describe the calculation o! the ~ents/kwh factor~ 

5 by rate clasd used to recover purchased powet capa~1ty 

6 costs. 

7 A. As shown in columns A throuqh D on paqe 2 o f Schedule 

8 CCE-2, l2/13th of the jurisdictional capac1ty cost t o be 

9 recovered is allocated to rate class based on the demand 

10 allocator, with the remaining 1/lJth allocated based on 

11 energy . The total revenue requirement assigned t o each 

12 rate class shown in column E is then divtded by that 

13 class 's projected kwh sales for the six-month per1od to 

14 calculate the purchased power capacity cost recovery 

15 factor. This factor will be applied t o each cus t omer ' s 

16 t o tal kwh to calculate the amount t o be billed each 

17 month . 

:9 Q. What is the amount related to purchased power capac:ty 

?0 costs recovered throuqh this factor that w1ll be 

:t included on a residential customer's bill for 1000 kwh? 

22 II. The purchased power capacity costs recovered throu~h Lhe 

~1 clause for a residential customer who uses 1000 kwh w111 

24 be $.70 . 

?5 
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When does Gulf propose to collect these new fuel c ha r ges 

? and purchased power capacity charges? 

3 A . These facto r s will apply t o April 1995 through Septembe r 

4 1995 billings beginning with Cycle 1 m~ter r eadings 

5 scheduled on March 30, 1995 and ending with meter 

o readings scheduled on September 27, 1995. 

7 

Q. 11s . Cranmer, does this complete your testimony? 

9 A. Yes , i t does . 
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GULP POWER COMPANY 
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Direct Testimony of 
G. D. Fontaine 

Docket No . 940001-EI 
Date of Filing November 14, 1994 

9? 

• s 

6 

7 Q. Please state your name, address and occupation . 

e 8 A. My name is George D. Fontaine, D\Y business address is 

9 Post Office Box 1151, Pensacola, Florida 32520, and my 

10 position i s Performance Test Specialist for Gulf Power 

• II Company. 

12 

13 Q. Please describe your educational and business 

• 14 background. 

15 A. I r eceived my Bachelor of Mechanical Engineering Degt ee 

16 from Auburn Uni versity in 1980. Following graduation, 

• 17 I joined Gulf Power Company as an Associate Engineer at 

18 t he Scho lz Electric Generating Plant, and a s I 

19 previously stated, my current position is Performance 

• 20 Test Specialist. I am also a registered Professi onal 

21 Engineer in the State of Florida. 

22 

• n Q. Mr . Fontaine, have you pr~iously testified in this 

24 Docket? 

25 A. Yes, sir . 

• 

• 
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Mr. Fontaine, what is the purpose of your testimony in 

this proceeding? 

3 A. The purpose of ~ testimony is to present GFIF results 

4 f or Gulf Power Company for the period o f April 1 , 1994 , 

s through September 30, 1994. 

6 

7 Q. Mr . Fontaine, have you prepared an exhibit that 

8 contains information to which you will refer in your 

9 testimony? 

10 A. Yes, Sir, I have prepared an exhibit consisting of five 

II schedules. 

12 

13 Q . Mr. Fontaine, was this exhibit prepared by you or under 

14 your direction and supervision? 

IS A. Yes, it was. 

16 

17 

18 

19 

Counsel: We ask that Mr . Pontair1e 1 s exhibit be 

marked for identification as exhibit ~(GDP-1 ) . 

• 20 Q. Mr. Fontaine, before reviewing the GPIP Results for 

21 Gulf Is units, is there any information which has been 

22 s upplied to the Commission pertaining to this GPIF 

• 23 period which requires amendment? 

24 A. Yes, some corrections need to be made t o t h e a c tuaJ 

2~ unit performance data which was submitted monthly to 

• 
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the Coumission during this period. These corrections 

are based on discoveries made during our final review 

3 to determine the accuracy of this information prior to 

4 this proceeding. The Actual Unit Performance Data 

tables on pages 14 to 19 of Schedule 5 incorporate 

6 these changes. The data contained on these ~ables is 

7 the data upon which the GPrP calculation was made . 

8 

9 Q. Mr . Fontaine, would you now review the Company's 

10 equivalent availability results for the period? 

• II A. Actual equivalent availability and adjusted actual 

12 equival ent availability figures for each of the 

13 Company's GPIF units are shown on page 13 o f Schedule 

• 14 5. Pages 3 through 8 of Schedule 2 contain the 

IS calculations for the adjusted actual equivalent 

16 availabilities . 

• 17 A calculation of GPIP availability points b~sed on 

18 these availabilities and the targets established by 

19 Commission Order PSC-94-0390-POP-EI is on page 9 of 

• 20 Schedule 2. The results are: Crist 6, -5.50 points; 

21 Crist 7, +10.00 points ; Smith 1, +10.00 points; Smith 

22 2, +10.00 points; Daniel l, -10 . 00 poi n ts, and Daniel 

• 23 2, +10.00 points. 

• 

I I 
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Mr . Fon t aine , what were the beat rate results f or t he 

period? 

The de tailed calculation of the actual average net 

operating heat rates f or the COCI!PfU\Y ' s OPIP units is on 

pages 2 through 7 of Schedule 3. These heat rate 

figures have no t at this point been adjus t ed in 

a ccordance w'th GPIP procedure• for load and ot her 

factors to the bases of their targets. 

A8 was done for the prior GPIP periods , and as 

indicated on pages 8 through 13 of Schedule 3, the 

target setting equationa were uaed to adj us t a c tual 

results to the target bases. These equations , 

submitted in January 1994 , are shown on page 15 of 

Sc hedule 3. 

As calculated on page 16 of Schedu l e 3, t he 

adjusted actual average net operating heat r ates 

correspond to GPIF unit beat rate points o f : -5.15 f or 

Crist 6, - 1.51 for Crist 7; 0.00 f or Smith 1 . -6.67 for 

Smith 2 ; +3.07 for Daniel 1 ; and +2.32 f or Daniel 2. 
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Q. Mr. Fontaine, what number of Co~any p o ints were 

achieved during the period, and what reward or penalty 

3 is indicated by these points according t o the GPIF 

4 procedure? 

s A. Using the unit equivalent availability and heat rate 

6 points previously mentioned, along with the appropr i ate 

7 weighting foctor1, the Company points would be +0.28 as 

8 indicated on page 2 of Schedule 4 . This calculated to 

9 a reward in the amount of $22,931 . 

10 

• II Q. Mr . Fontaine, would you please aummarize your 

12 testimony? 

13 A. Yes , Sir. In view of the adjusted actual equivalent. 

• 14 avai labilities, as shown on page 9 o f Schedule 2, and 

IS the adjusted a c tual average net operati n g heat rates 

16 ach ieved, a s shown on page 16 o f Schedul e 3, eviden~ing 

• 17 the Company's perfo rmance f or the period, Gulf 

18 calculates a rewar d in the amount of $22,931 as 

19 provided for by th.e GPIF plan . 

• 20 

21 Q. Mr. Fontaine, d oes this conclude your testimony? 

22 A. Yes, Sir. 

• 23 

2.S 

• 

I I 
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Please state your name , addreas and occupation. 

My name is William N. CAntrell. My mailing address t s 

9 P. o. Box 111, Tampa, Plorida 33601, and my business 

10 address is 6820 South Tamiami Trail, North Ruskin, Flor1da 

11 33570. I ,am Vice President-Snergy Supply of Tampa Electric 

12 comp~y. 

13 

l'l Q. Please furnish a brief outline of your educatl u nal 

15 background and business experience. 

16 

17 A. I was educated i n the public schools of Tampa, Flor1da and 

18 received a Bachelor ot Science degree in Elecc~1cal 

19 Engineering from the Georgia Institute of Technology i n 

20 1974. I am a registered Profesoiooal Engineer licensed in 

21 the State of Florida . I aleo received a Master of Bus iness 

22 Adminiat~ation degree in 1979 from the Univers ity of Tampa. 

23 I have been employed at Tampa Electric Compa ny ~ t nc~ Jun0 

24 1975. Since that time I have served as Manager of 

25 Generation Planning, Assiatant Direc tor, Budgets and 
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In 1987, I was elected Vice Pres i dent 

In 1994, I was elected to my current 

position as Vice President-Bnergy Supply. 

Will you describe some of the r6sponsibili tieq o l y n 

present position? 

As Vice President - Bnergy Supply, I am responsible fo r th~ 

engineering, operation, maintenance, and c :mstrucuon ::a 1 

the power production facilitieo includlng sa ~ety o! 

personnel and equipuent, security , t raining, control of 

cos~s. and various personnel and administrative functions . 

I am also responsible for environmental matters and fue l 

procurement. 

Mr. Cantrell, what is the objecti ve of your testimony? 

The objective of my testimony is to pr esent t he cost 

associated with the conversion of four of Tampa Elect r Jc 

20 Company's generating units from oil to coal. In addit ion, 

21 I will sponsor the calculat i on of the operation and 

22 maintenance expense differential and the determinat~~n of 

23 fuel savings for the projection period and the projected 

24 payoff period. 

25 

2 
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How does y our testimony relate to the testimony o f other 

wi tnesses in this proceeding? 

Ms . Elizabeth Townes is sponsoring the overall calculacion 

o f the company's Oil Backout Cost Recovery Factot for the 

period April 1995 September 1995, as well as the 

estimated payoff period for the total project. In these 

calculations, Ms. Townes develops the b~sic revenue 

r equirements of the project using the actual cost of the 

conversion assets, and my projection of the operation and 

maintenance expense differential and the fue l savings 

resulting from the conversion. Kilowatt -hour sales and 

fuel costs are consi stent with those used in the company' s 

fuel adjustment filing. 

Have you prepared documents in support of your t~stirrony? 

Yes. I have prepared portions of documents which are 

i ncluded in a composite Rxhibi t No. (WNC/EAT· 2l ti t:led 

•schedules Supporting Oil Backout Cost Recovery Factor• and 

Exhibit No. (WNC/ BAT-3 ) titled •compari3on of Projected 

Payoff with Original Bstimllte , as of November 1994. • These 

exhibits are being jointly sponsored by Ms . Townes and me. 

What is che eta: us of the project? 

3 
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2 

I '/ 

RBVISiro 02/09/95 

The conversion of Gannon units 1 through 4 from o i l to coal 

is complete. The units were- placed into co~m~ercial se rvice 

3 as follows: 

4 

5 

6 

7 

8 

9 

10 Q. 

ll 

12 

13 

l4 A. 

15 

Unit 1 

Unit 2 

Unit 3 

Unit 4 

October 6, t 9 d 5 

May 23, 1985 

July 12. 1984 

November 7, 1 98 3 

What is the cost of the Oil Backout assets whi~h are 

included in the cost recovery computat i on in this 

procel?1ing? 

The total cost of tbe conversion proje ct to be r ecovered 

through the Clause is $140.5 million. No additiona:.. 

16 expenditures are anticipated. 

17 

18 Q. What are the projgcted fuel savings whi ch wil l occur as a 

19 r esult of the operation of the converted Gannon units 

20 during the projection period? 

21 

22 A. As s hown on Line 4 ot Document 1, tota l f uel savings 

23 r esulting from the project for the period April 1995 -

24 September 1995 are expected to be $2 66 , 53 0. This amount ts 

25 based upon the difference in fuel expenses from production 

4 
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1 costing runs which simulate c1iopatch of all gene ratlng 

2 units with anc1 without the conversion ot the Gannon unito. 

3 The assumptions f or sales, unit ratings, heat rates, coa l 

4 and No. 6 oil prices and availabil ity fa~tors ar~ 

5 consistent with those used by the cnmpany in its fuel 

6 adjus~nt filing in this c1ocket. 

7 

8 Q. 

9 

10 

ll 

12 A. 

13 

14 

15 

1 6 Q. 

17 

18 

19 A. 

20 

21 

22 

23 

24 

25 

Have you calculated the projected operating and maintenance 

expense c1ifterential of the project for April 1995 

September 1995? 

Yes, I have calculated the operation and ma intenance 

expense differential f or this period to be $2, 057,435 as 

shown on line 9 of Document 1. 

Please explain how the operation and ma i ntenance expense 

differential was calculated. 

The operation and maintenance differential consists of the 

oil/non-oil operating expense differenti a l a nd other 

projected costs resulting from the Oil Backout project. 

This differential was calculated by applying a percentage 

representing the increased operation and ma i ntenance costs 

associatod with coal-firing to total projected operat1on 

and maintenance expensea pertaining to the converted Gannon 

5 



15 

16 

17 

18 

19 

20 

21 

2 2 

23 

24 

25 

' '• 

RBVISBD Ol/09/95 

1 uni ts. The percentage was ~erived by c omparing historical 

2 operation an~ maintenance costs tor Gannon units 1· 4 as 

3 oil · tired to hi8torical operation and mai ntenance cos to t () I 

4 Gannon units 5 and 6 as coal·fired. Specifically 

5 identifiable coste to be incurred to comply with the 0 11 

6 Backout Cost Recovery Rule were a~ded to the ope rat 1ng 

7 expense differential to derive the total operat~on and 

8 maintenance differential . 

9 

10 The operation and maintenance ditterential as shown '.>n 

11 Exhibit No. (WNC/RAT·ll •compari s on of Projected Payo (f 

12 with Or iginal Bstimate, a s o r November 1994, • is now highe~ 

13 than the o riginal estimate since the original estimate did 

14 not include maintaining the assets required f or dual Ei ring 

15 capability. In addition, the c urrent estlulllte is base d on 

16 more detailed engineering estimates and actual e xper1ence 

17 associated with the converted units. 

18 

19 Q. 

20 

21 

Mr . Cantrell, please explain the decrease in fuel sav1ngs 

i ndicated on the projected payo ff exhibit. 

22 A. The reduction in tuel savings is due to a decrease in the 

23 projec ted differential between the price of oil and the 

24 price of coal, and a decrease in the projected sysL.:rn 

25 energy requirements. The current estimate oC fu~l savings 

6 

7 
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1 units. The percentage was derived by comparing histor1cal 

2 operation and maintenance costa tor Gannon units 1 · 4 as 

3 oil· tired to historical operation and maintenance costs f or 

4 Gannon units 5 and 6 as coal·f ired. Specifically 

5 ideotitiable costs to be incurred to comply with the Otl 

6 Backout Cost Recovery Rule were added to the ope ratlng 

7 expense differential to derive the total operat1.on and 

8 maintenance ditfereotial. 

9 

10 The operation and maintenance ditterent ial as shown on 

11 Exhibit No. (WNC/BAT·3) •comparison ot Projected Payoff 

12 with Original Bstimate , a a ot November 1994, • is now higher 

13 than the original estimate aince the original estimate d i d 

11 not include maintaining the aaaeta required tor dual firing 

15 capability. In addition, the current estimate is based on 

16 more detailed engineering estimates and actual experience 

17 associated with the converted units. 

18 

19 Q. Mr. CAntrell, please explain the decreaee in fuel savi ngs 

20 i ndicated on the projected payoff exhibit. 

21 

22 A. The reduction in fuel savings ie due to a decrease in the 

23 

24 

25 

projected differential between the price of oil and t he 

price of coal, and a decrease in the projected system 

ene rgy requirements. The current eatimate of fuel savings 

6 



• ~ {I 

RBVISBD 0~/09/95 

1 i s based on long· term fuel price and energy project:lons 

2 prepared in conjunction with thie current !uel adjustment 

3 clause tiling. 

4 

5 o. 

6 

7 A. 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Does this conclude your teetimony? 

Yes . 

7 



2 

3 

4 

s 
6 

7 

8 

9 

10 

11 

12 

13 

14 Q. 

IS 

16 A . 

17 

18 

19 Q. 

20 

21 

22 A. 

23 

24 

25 

DOCKE"f NO. 940001-EI 

TAMPA KLECTRIC COMPANY 

StJBMI'I"J'm> FOR F1LING Wl4194 

(TRUE UP) 

BEFORE THE FLORIDA PVBUC SERVICE COMMISSION 

PREPARFD DIRECT TESTIMONY 

OF 

GEORGE A. KESELOWSKY 

Will you please ~~ate your name, busineaslddlus, and employer? 

My name is George A. Ke!elowaky and my buaineu add.n:4s is Post Office Box 

11 1, Tampa, Florida 33601. I am employed by Tampa Electric Company. 

Please furnish us with a brid outline of your educarlonal background and business 

experience. 

I graduated in 1972 from tho University of South Florida with a Bachelor of 

Science Oeift'C In Mecbanlca.l Bnafneering. I have been c.<nployed by Tampa 

Electric Company in various eqinecring positions since that time. My cunent 

position i& that of Senior CoosuJti.aa BngiDeer • Production Engineering. 
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Q. ~ are your cum:nt respooaibilitie7 

2 

3 A. I am responsible for testing aDd tq)OJ'ting unit perfonnanoe, and the compilation 

4 and reporting of geocratioo statim. 

5 

6 Q. What is the pulpOSC of your teaimooy7 

7 

8 A. 

9 

10 

II 

12 

13 

14 Q. 

15 

My testimony presents the ac:ma1 pcdoi'1JUlnCC results from unit equivalent 

availability and station hem rase Uled fO deconnine lhe Generating Perfonnance 

Incentive Factor (GPIF) for the period Aprill994 lhrougb September 1994. I will 

also compare cbese results fO the wgeu establi&bod prior to the beginning of lhe 

period. 

Have you prepmd an exhibit with the results for tbil six month period? 

16 A. Yes. Under my direction aDd supervision an exhibit has been prepared entitled, 

17 "Tampa Electric Company, April 1994- September 1994, Generating Perfonnance 

18 Incentive Factor Resulu" consisting of 28 pages that was filed with this testimony 

19 (Have identified u Bxhibit GAK-1). 

20 

21 Q. Have you calculated the n:sulta of Tampa Blcctric Company for its perfonnance 

22 under the GPIF during tbiJ period? 

23 

24 A. Yes I have. This is shown oo J)IIC 4 of my exhibit. Based upon +0.788 GPIF 

25 points, the result is a reward amount of $146,321 for the period. 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Please proceed with your review of the actual results for the April 1994 

September 1994 period. 

On page 3 of my exhibit, the actualavaap common equity for the period is shown 

on line 8 as $918,S69,094. 1bl..a produces tbe maximum penalty or reward figure 

of $1,8S6,86S as shown on li.oe lS, paae 3 , and also on page 2 of my exhibit. 

Would you please explain bow you urtved at the acruaJ equivalent availability 

results for the six units included witbin tbe OPIF? 

Y cs I will. Opetating da.ta oo eiCb of our opetl1.ing writs is filed mcntbly with the 

Florida Public Service Commiuion oo tbe Actual Unit Performance data form. 

AdditJonally, outage information is rqK>rtcd to tbe CommiJSion on a monthly basis. 

A summary of this data for the six months provides the basis for the GPIF. 

Are the equivalent aval.labl.lity results abown on page 6, column 2, diJCCtly 

applicable to the GPIP table? 

Not exactly. AdjuJtmeota to equivalent availability may be required as noted in 

section 4.3.3 of the GPIP Manual. Tbc actual equivalent availability including the 

required adjusunent is shown on pqc 6 of my exhibiL 

The necessary adjustments u prciCribod in the GPIP Manual are further defined 

by a letter dated October 23, 1981, from Mr. J .H. Hoffsis of the Commiss:on's 

Staff. Tbe adju5ttnents for each unit are u follows: 

OK940001 .EJ\PPSCDOCS Pqc3of6 



I 4 

Ylnnoo Unit No. s 
2 

3 On this unit, 192 planned ou11p boura were originally scbodulcd !:> fall within the 

4 Summer 1994 period. 1be ICQII1 plaaDed owqe activities required 120.6 houB. 

S Con.scqueotly, the ICCUal equivalem avaDabillty of 8S .4~ is adjusted to 83 .9~ a.s 

6 shown oo page 7 of my exhibit. 

7 

8 Gannon Unit No. 6 

9 

I 0 This unit wu not scheduled to bave a plallned outage during the Summer I 994 

II period, and did not in fact bave one. Consequently, the actua.l equivalent 

12 availability of 90.7~ RqUires DO adjustment, u ahown oo page 8 of my exhibit. 

13 

14 Bie Bepd Unit No. 1 

IS 

16 On this unit , 1,344 plallned outqe bouts were originally scheduled to fall within 

17 the Summer 1994 period. 1be actual planned outage activities required 1,342.6 

18 hours. Since the aauaJ hours were nearly Identical to the planned hours. the 

19 adjustment proce&S produced a change ooly bcyood the first decimal point . 

20 Consequently, the aauaJ equivalalt availability of S9. 1 ~ remains 59. 1 ~ after 

21 adjustment u shown on page 9 of my exhibit.. 

22 

23 

24 

2S 
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2 

3 

4 

s 
6 

7 

8 

9 

10 

II 

12 

13 

14 

IS 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q. 

A. 

, ... , l 

This unit was not scheduled to bave a planaled outap during the Summer 1994 

period, and did not in fact have ooo. Coolequently, tbe actual equivalent 

availability of 79.2$ requires DO ldj\111mmt u abown on page 10 of my exhibit. 

Bi& Bend Unit No. 3 

This unit wu not schoduled to have a plaoncd outage during the Summer 1994 

period, and did not in fact have ooe. Consequently, the actual equivalent 

availability of 90.9$ requires DO ldjwbDeul u shown on page II of my exhibit. 

Bi& Bend Unit No, 4 

This unit wu not sc:hcduJcd to have a planned outage the Summer 1994 period, and 

did not in fact have one. Coruequeotly, the ICIUa1 equivalent availability of 92.6$ 

requires no adjustment u abown oo pqc 12 of my exhibit. 

How did you arrive at the applicable cquivaJcnt availability points for each unit? 

The fmal adjUSICd cquivaJcnt aVIillbilldcs for each unit are shown on page 6, 

column 4, of my exhibit. Tb.iJ number b eatered into the respective Generating 

Performance Incentive Point (GPIP) Table for each particular unit on pages 21 

through 26. Pase 4 of my exhibit summarizes the equivalent avaHability points to 

be awatded OT pen•llzed. 
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2 

3 

4 

s 
6 

7 

8 

9 

10 

II 

12 

13 

14 

Q. 

A. 

Q. 

. ,. 

Would you plea.sc explain the tat rate raults reJative to the GPIF? 

The aaua.l beat rate and adjustecl acroa1 ~ ratc for Gannon and Big Bend Station 

are shown oo page 6 of my axhibit. The adjwtmeot wu developed ba5cd on the 

guidelines of sec:doo 4.3.6 of the GPIP Muua!. 1biJ procedure is funher defmcd 

by a leau dascd October 23, 1981, from Mr. J.H. Hoffsil of the FPSC Staff. The 

fanal adjusted acnaa1 tat n1e1 are l1lo abown oo pqe S of my exhibit. This heat 

n1e number it enteled into the reepeedve GPIP table for the paJtic:ular unit. shown 

on pages 21 throu&h 26. Pap 4 of my oxbiblt aummarius the weighted heat rate 

and equivalent avallabillty poiliiJ to be awarded. 

What is the ovenll GPIP for Tampa Blec:bic Coopany during tlus six month 

period'? 

15 A. 'Ibis is shown on page 28 of my exhibit. Bssentially, the weighing fact.ors shown 

16 on page 4, column 3, plus the equivalent avallabillty points and the heat rate points 

17 shown on page 4, column 4, are IUbstitutcd within the equation. This resu ltant 

18 value, +0.788, is then enterod into tho GPIP table on page 2 . Using linear 

19 interpolation, a reward amoutt of $146,321 iJ calculated. 

20 

21 Q. Docs this conclude your testimony? 

22 

23 A. Yes, it does. 

24 

2S 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

II 

12 

13 Q. 

14 

15 A. 

16 

17 

18 Q. 

- I 

, '; ',1 

DO~ NO. 950001-EI 

TAMPA ELECTRIC COMPANY 

SUBMI'ITED FOR rn.JNG 1/17/95 

(PROJECTION) 

BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

PREPARED DIRECT TESTIMONY 

OF 

GEORGE A. KESELOWSKY 

WiU you please state your name, buslnes3 address, and employer? 

My name is George A. KCKlowsky and my business addre.ss is Post Office Box 

111 , Tampa, Florida 3360). I am employed by Tampa EJectnc Company. 

Please furnish us with a brief outline of your cducationa.l background and business 

19 experience. 

20 

21 A. 

22 

23 

24 

25 

I graduated in 1972 from lbc Unive.rtity of South Florida with a Bachelor of 

Science Degree in Mechanical ~gincering. I have been employed by Tampa 

EJectrlc Company in varioua engineering positions since that time. My cum:m 

position is that of Senior Consulting Engineer - Production Engmeering. 

DK9SOOO l .EUFPSCDOCS Pqc 1 of 16 



Q. What arc your current rcsponsibilitiea? 

2 

3 A. 

4 

5 

6 Q. 

7 

8 A. 

9 

I am respoD.Sl'ble for tesdng and reporting unit perfonnance, and the compilation 

and reporting of aencrat1oo atatiltica. 

What is the purpose of your testimony? 

My testimony presents Tampa Blcctric Company's methodology for determining 

the various factors roqulrcd to compute the Generating Performance Incentive 

10 Factor (GPlP) as ordered by this Commwion. 

I l 

12 Q. 

13 

14 

15 A. 

16 

Have you prepared an exhibit &bowing the variow elements of the derivation of 

Tampa Eleetrle Compa.oy'a GPIP formula? 

Yes, I have .Prepared, under my dircct1on and supervision, an exhibit entitled 

"Tampa Electric Company, Gerrzatin& Performance Incentive Factor· April 1995 

17 - September 1995, consisting of 35 pages flied with the Commission on 

18 January 17, 1994. (Have identlfiM u Bxhibit GAK-2). The data prepared within 

19 this exhibit is consistent with the OPIF Implementation Manual previously 

20 approved by this Commission. 

21 

22 Q. Which generating units on Tampa Blcctric Company's system are included in the 

23 determination of your GPIF? 

24 

25 A. Six of our ooal-futd units are included. These are: Gannon Station Units 5 and 

OK9SOOOI.EVFPSCDOCS Page 2 of 16 



2 

3 Q. 

4 

5 

6 A. 

I l) 

6; and Big Bend Station Units 1, 2, 3, and 4. 

Will you cle:cribe bow Tampa Blcc:tric Company evolved the various factors 

8.S50Ciated with the OPIP u ordered by thia Commission? 

Yes. Ftrst, the two factora to be used, u set forth by lbe Commission Staff, are 

7 unit availability and station beat rate. 

8 

9 Q. 

10 

11 A. 

12 

Please continue. 

A target was established for equivaleat availability for each :mit considered for 

this period. Heat rate tlrldJ were also established for each unit. A range of 

13 potential improvement and deg:radatioo was determined for each of these 

14 parameters. 

15 

16 Q. 

17 

Would you describe bow the target values for unit availability were determined? 

18 A. Yes I will. The Planned Outage Factor (POP) and the Equivalent Unplanned 

19 Outage FactOr (BUOF) were subtracted from 100% to determine the target 

20 equivalent availability. The factors for each of the 6 unitJ included within the 

21 GPIF are shown on~ S of my exhibit. For example, the projected EUOF for 

22 Gannon Unit Six is 14.1 %. The Planned Outage Factor for this same unit during 

23 this period is S.S%. Therefore, the target equivalent availabiUty for this unit 

24 equals: 

25 
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100% - [(14.1% + 5.5%)) = 80.4% 

2 

3 This is shown oo ~ 4, column 3 of my exhibit. 

4 

5 Q. 

6 

7 A. 

8 

How wll! the potential for unit availability improvement detennined? 

Maximum equivalent availability is arrived at using the following fonnuia . 

Eqyjvatent Ayailabillcy Maximum 

9 BAF NAX = 100% ·[0.8 (BUOf.r) + 0.95 (POFy)] 

!0 

11 The factors included in the above equatloru are the same factors that detenninc 

12 target equivalent availability. To aHain the maximum incentive points, a 20% 

13 reduction in Forced Outage and Maintetlance Outage Factors (EUOF), plus a 5 i 

14 reduction in the Planned Outage FaclOJ' (POP) will be necessary. Continuing with 

15 our example on Gaonoo Unit Six: 

16 

17 EAP NAX = 100% -[0.8 (14.1 $) + 0.95 (S.S%)) = 83.5 % 

18 

19 This is shown on page 4, column 4 of my exhibit. 

20 

21 Q. 

22 

23 A. 

24 

25 

How was the potential for uolt ava.ilablllty degradation detennined? 

The potential for unit availability degradation is sigoilicantly greater than is the 

potential for uolt availability improvement. This concept was discussed 

exteruively and approved in earlier bearings before this Commission. Tampa 
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: 1 

Electric Company's approach to iocoTporating this skewed effect into the unit 

2 availability tablea is to use a potent1a.J degradation range rquD.I to twice the 

3 poccntial improvc:meot. Coolequeotly, minimum equivalent availability is arrived 

4 at via tho following formula: 

5 

6 EQuivalent Ayajlability M!njmgm 

7 BAF NIH = 100% - (1.4 (BUOFT) + 1.10 (POFT)J 

8 

9 Again, continuing with our example or Gannon Unit Five, 

10 

11 EAF NIH = 100% - (1.4 (14.1 %) + l.l (S.S%)] = 74.2 % 

12 

13 Equivalent availability MAX and MIN for the other five units is computed in a 

14 

15 

16 Q. 

17 

18 

19 A. 

similar manner. 

How do you arrive 11 the Planned Outage, Maintennnce Out.age and Forced 

Outage Factors? 

Our planned outages for this period are shown on page 19 of my e.{hibit. A 

20 Critical Path Method (C.P.M.) for each outage greater than two weeks wh•ch 

21 affects OPIF is included in my exhibit. For example, Big Bend Unit 3 is 

22 scbodu1cd for a major unit inspection from April S to May 16, 1995. There are 

23 1008 planned outage boon scbeduled for the summer 1995 period, and a total or 

24 4391 hours during this 6 month period. Consequently, the Planned Ouuge Factor 

25 for Unit 3 at Big Bend is 1008/4391 x 100% or 23.0%. This factor is shown on 
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pages Sand 17 of my exhibit Big Bend Unlts 2 and 4, as well as Gann0n Unit 

2 5 have planned outqo Cactora of zero. Gannon Unit 6 tu.a~ a planned ou~agc 

3 factor of S .S 95 and Big Bend Ullit 1 hu a planned outage factor of 1.1 %. 

4 

s Q. How did you arrive at the Porccd Outage and Msintenance Outage Factors un 

6 each unit? 

7 

8 A. Orapbs of both of thole faccon (adjusted for planned outages) vs. time ltre 

9 prepared. Both monthly d.ua aDd 12 month moving average data are recorded. 

10 For each unit the most wrm:lt, September 1994, 12 month ending value was used 

II as a basil for the projection. 1'bia value was adjusted up or down by annlyring 

12 trends and causes for 1'\lCed forced and maintenance outages. All projected 

13 factors are based upon hiJtorical unit perfoll11lU1Ce, engineering judgment, Lime 

14 sine... last planned outage, and equipment performance resulting in a forced or 

IS maintenance outage. 1"beee tatget factora are additive and result in a EUOF of 

16 11.3, for Gannon Unit Five. The Bqu.ivalent Unplanned Outage Factor (EUOF) 

17 for Gannon Unit Flve is verified by the data abown on page 13, Hnes 3, 5, 10 and 

18 11 of my exhibit and caloaJarod wing the formula: 

19 

20 EUOF "" (FOH + BFOH + MOH + BMOID x 100 

21 

22 or 

Period Hours 

23 EUOF = (439 t 57) x 100 • 11.395 

24 4391 

2S Relative to Gannon Unit F'tVe, the BUOF of 11.3 95 forms the basis of our 
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Equivalent Availability target development as shown on sheets 4 and 5 of my 

2 exhibit. 

3 

4 Q. 

5 

6 

7 A. 

8 

Please oootinue with your review of the rem.ainlng units. 

Bie Bend Unit One 

The projected BUOF for this unit is lS.S~ during this period. This unit will 

have a planned outage which is acbcduled to end early in this period, and the 

9 Planned Outage Factor is 1.1 "· 1bia reaulu in a ta.rget equivale.nt availabiliey of 

10 83.4" for tho period. 

II 

12 Bie Ben4 Unit Iwo 

13 The projeaed BUOF for this unit is 11.9~. This unit will not have a planned 

14 outage during this period and tbcPiaoDcd Outage Factor is 0.0%. ThC'refore, the 

15 target equivalent availability for thiJ unit is 88.1 %. 

16 

17 Ble Bend UnJt Thrco 

18 The projcctod BUOP for this unit is 9.9 95 during this period. This unit will have 

19 a planned outage this ptriod and the Planned Outage Factor is 23.0% . The ref ore, 

20 th: target equivalent availabUity for this unit is 67. 1 ~. 

21 

22 Bic Bend Unit Four 

23 The projected BUOF for this unlt is 9.4~. This unit will not have a plamncd 

24 outage during this period and the Planned Outage Factor is 0.0%. TI1is results 

25 in a target equivlllent availability of 90.6~ for the period. 
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Ganoon Unit Fjye 

2 The projected BUOP for this unit is 11.3~ . This unit wiJJ no\ have a planned 

3 outage during this period and the Planned Oulage Factor is 0.0%. TI1erefore, the 

4 target equivalent .1vallabWty for this unit is 88. 7%. 

5 

6 OanQOD Up.ll Sjx 

7 The projected BUOP for th1a unit is 14.1 %. This unit wiU have a plan11ed outage 

8 during llus period and the Planned Outage Factor is 5.5 %. Therefore, the target 

9 equivalent availability for this unit iJ 80.4%. 

10 

II Q. 

12 

13 

14 

15 A. 

16 

Would you summarize your teltimony regarding Equivalent Availability Factor 

(BAF), Bquivalem Unplan.ocd Outage Factor (BUOF) and Equivalent Unplanneti 

Outage Rate (BUOR)? 

Yes 1 wiJJ. Please note on page S that the GPIF system weighted Equivale.nt 

Availability Factor (BAF) equals 82.3%. This target compares very (avorably to 

17 previous GPIF periods in t.ha1 it ia better than three of the five previous periods, 

18 as well as the five period average BAP. The system weighted Equivalent 

19 Unplanned Outage Rate (BUOR) equals 12.9%. This target is also wonhy 01 

20 note. It is within 0.4% of beinJ better or equal to the BUOR crf four of the five 

21 previous periods. These targets represent an outstanding level of perfonnancc for 

22 our system. 

23 
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2 

3 

Q. 

4 A. 

5 

6 

7 

8 

As you graph and monitor Forced and Ma.IDtenance Outage Factors, why arc they 

adjusted for planned our.go boun? 

1b.is adju.stment makea tbele factorl more accurate and comparable. Obviously. 

a unit in a planned outage 1t1g0 or teacrVe shutdown stage will not incur a forced 

or maintena~ aulage. Since our units are usually b:Lse loaded, reserve shutdown 

is generally not a factor. To dt.moosarat.e the effects of a planned outage, note the 

EUOR and EUOF for Ga.nooa Unit Six on page 14. During the month of April 

9 and for June through Scpeember, BUOP and BUOR arc equal. This is due to the 

10 fact that no planned our.gea arc IChcduled during these months. During the 

II month of May, BUOR exceedl BUOP. The n:ason for this difference is the 

12 scheduling of a planned outage. Tho adjusted factors apply to the period hours 

13 after planned outage hours bave been extracted. 

14 

15 Q. 

16 

17 A . 

18 

19 

Does this mean that both rate and factor data are used in calculated data? 

Yes it does. Rates provide a proper and atttuate method of arrivint at the unit 

parameters. These are then converted to factors since they are directly additive. 

That is, the Forced Outage Factor + Maintenance Outage Factor + Planned 

20 Outage Factor + Eqlliva.lent Ava.i18billty a 100~. Since factors are additive, 

21 they arc easier to wortc with and to understand. 

22 
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2 

3 

Q. 

4 A. 

5 

6 

You previously stated tha1 you bad developed a CPM for your unit outages. How 

do you usc the CPM in conjll.DCtion with your J?lanned outages? 

The CPM's included in this exhibit are preliminary and include only the major 

work activities we expect to acx:omplish during !be planned outage. Planned 

outages arc very complex and are anticipated months in advance. The actual 

7 CPM's utlliud in the cxcc:utioo of the planned outage are detailed for aJI major 

8 and minor work activities. 

9 

10 Since it is important to the company and beneficial to our Customers to control 

I I outage length, we have implemented a computerized outage management system. 

12 Essentially, this tool enables management to monitor outage progre\s, measure 

13 activity results against previously established milestones, and verify timely 

14 execution of all critical path events. 'Ibi.s results in the shortest outage time 

15 possible and the maximum utilization of all resources. Any reduction in planned 

16 outage length direct.ly improves unit equivalent availability. 

17 

18 Q. 

19 

20 

21 A. 

22 

23 

Has Tampa Electric Company prepared the necessary heat rate data required for 

the detennination of the Geoerating Petfonnance Incentive Factor? 

Yes. Target heat rates as well as ranges of potenti:ll operation have been 

developed as required. 
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., 

Q. On what basis wezc the beat rate wgeu detennined? 

2 

3 A. 

4 

5 

6 Q. 

7 

8 A. 

9 

10 

Average net operating beat rates m determined and reported on a unit basis. 

Then:fore, aU heat tllC data peJUI.nlng to tbe OPIF is calculated on this basis. 

How wen: these target& deeennined? 

Net heat rate data for the threo most rcoent winter periods, along with the 

PROMOD m prognun, formed the basis of our target development. Projections 

of unit pcrfonnancc were mado with the aid of PROMOD m. The historicaE data 

11 and the target. valuea m analyzed to a.s.wre appticabitity to current conditions of 

12 operation. Thb provides a.s.wrance that any periods of nbnonnal operat;ons. or 

13 equipment modifiCations having material effect on heat rate can be taken into 

14 consideration. 

15 

16 Q. 

17 

18 A . 

19 

20 Q. 

21 

22 

23 A. 

Have you developed tbc beat rate targets in accordance with GPIF gu;delincs? 

Yes. 

How were the ranges of beat rate improvement and heat ra te degradation 

determined? 

The ranges were determined through analysis of historical net heat rate and net 

24 output factor data. This iJ the same data from wh.ich the net heat r.ue vs. net 

25 output iactor curves have been developed for each station. This infonnation is 
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2 

3 Q. 

4 

5 A. 

6 

shown on pages 27 through 32 of my exhibit. 

Would you elaborate on the analyais UJCd in the detemti.nation of Llle ranges? 

The oet heal rate vs. oet output factor curvea are the results of a first order curve 

7 detennined, and a faccor wu applied to produce a band of potential improvement 

8 and degradation. Both the curve fit aod the standard error of the estimate were 

9 performed by computer progmn for each station. These curves arc also used in 

10 post period adjustments to actual beat rates to account for unanticipated changes 

I I in uru t dispatch. 

12 

13 Q. 

14 

15 A. 

Can you summari:zc your beat rate projection for Lhe summer 1995 period? 

Yes. The heat rate target for Big Bend Unitt is 10,137 Btu/Net kwh. TI1e r:angr 

16 about this value, to allow for potential Improvement or degradation, is 

17 ±314 Btu/Net kwb. 1be beat rate target for Big Bend Unit 2 is 10,055 Bru/Net 

18 lcwh with a range of ±353 Btu/Net kwb. The heat rate target for Big Bend 

19 Unit 3 is 9,«17 Btu/Net kwb, wi1b a range of ±320 BtufNet kwh. The heat rc1tc 

20 targd. for Big Bend Unit 4 is 10,036 BIU/Nct kwh with a range of ±279 Btu/Net 

21 kwh. The beat rate target for Gannoo Uo.il S is 10,052 Btu/Net kwh with a range 

22 of ±326 Bru/Net kwh. The beat rate taJ)ct for Gannon Unit 6 is 10,335 BtufNet 

23 kwh with a range of ±412 BIU/Nct kwh. A zone of tolerance of ± 75 Btu/ Net 

24 kwh is included whhin the range for each target. This is shown on page 4, and 

25 pages 7 through 12 of my exhibit. 
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2 

3 

Q. 

4 A. 

5 

6 Q. 

•) 9 

Do you feel that the heat rate ta.rgeU and :ranges ln your projection meet the 

criteriA of the GPIF and the phil«»opby of this Commission? 

Yes I do. 

After dden:n.ining the target values aod ranps for average net operating heat rate 

7 and equivalent availability, what is the next step in the OPIF? 

8 

9 A. 

10 

The next step is to calculate the a.vinga and weighing factor to be used for both 

avera:e net ~g heal rato IDd equJvaJeut availability. This is shown on pages 

1 I 7 through 12. Our PROMOD m COlt limulatioo model was used to calculate the 

12 toeal system fuel cost if all units operated at t&.rJel beat rate and la.lget availability 

13 for the period. This tola1 system fuel cost of $136,669,300 is shown on page 6 

14 column 2. 

15 

16 The PROMOD m output wu then used to calculate total system fuel cost with 

17 each unit individually operating at maximum improvement in equivalent 

18 availability and each station operati.oJ at maximum improvement in average net 

19 operating heat rate. The respective savings~ shown on page 6 column 4. After 

20 all the individual savings arc calculated, column 4 is totaled: $5,848,700 reflects 

21 the savings if all uniu opc"ratcd at maximum improvement. A weighting factor 

22 for each parameter is tbeo calculated by dividing i.odividual savings by the cow. 

23 For Big Beod Unit One, the weigbting f&CUlr for equivalent availability is 8. 22 'ib 

24 as shown in the right hand column on page 6. Pages 7 thru 12 show the point 

25 cable, the Fuel Savings/(Loss), aod the equivalent availability or heat rate value. 
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, 3 0 

The individual weighting factor is also shown. For example, on Big Bend Unit 

2 One, page 9, if the unit operates at 86.S$ equivalent availability, fuel saving:; 

3 would equal $480,700 and 10 equivalent availability points would be awarded. 

4 

5 The Generating Performance Incentive Factor Reward/Penalty Table on page 2 

6 is a summary of the tables on pages 7 through 12 . The left hand column of this 

7 document shows the Tampa B1ectric Company's incentive points. The center 

8 column shows: the total fuel savings and is the same amount as shown on page 6, 

9 column 4, $5,848,700. The rigb1 band column of page 2 is the estimated reward 

I 0 or penalty based upon pcrforma.ncc. 

11 

12 Q. 

13 

14 A. 

15 

How were the maximum allowed incentive dollars determined? 

Referring to my exhibit on page 3, line 8, the estimated average common equity 

for the period April 1995 - September 1995 is shown to be $993,746,714. This 

16 produces the maximum allowed jurisdictiooal incentive dollars of $2 ,015 ,317 

17 shown on line 15. 

18 

19 Q. 

20 

2 1 

22 A. 

Is there any other constraint set forth by this Commission regarding the magnjtudc 

of incentive dollars? 

Yes. Incentive dollars are net to exceed ftfty percent of fuel savings. Page 2 of 

23 my exhibit demonstrates that this constraint is met. 

24 

25 
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Q. Do you wish to summarize your testimony en the GPlF7 

2 

3 A. Yes. To the~ of my lcnowJcdge and understanding, Tampa Electric Company 

4 has fully complied with the Commlsslon'a directions, philosophy, and 

5 methodology in our detennination of Geoeta1ing Performance Incentive factor. 

6 The GPJP for Tampa Electric Company Ls expiWcd by the foJJowing formula for 

7 calculating Generating Perform•nc::o I.nceotive Points (GPIP): 

8 GPIP • ( 0.0285 BAPGIO + 0.0611 BAPOH6 

9 + 0.0822 BAPu1 + 0.0766 BAP 02 

10 + 0.0785 BAP.., + 0.0689 BAP814 

II + 0.0570 HR.PGNS + 0.1120 HRPOH6 

12 + 0.1096 HR.Pu1 + 0.1282 BRP cw 

13 + 0.0902 HRP..., + 0.1072 HR.P..J 

14 Where: 

15 GPIP = Generating perfo.J'III.I.DCe i..ncentive points. 

16 BAP • Equivalent availability points awarded/deducted for 

17 Units 5 and 6 at Gannon and Units 1, 2, 3 and 4 at Big Bend. 

18 HRP = Avera:;e net beat rate poinU awarded/deducted for Units 5 

19 and 6 at Gannon and Units 1, 2, 3 and 4 at Big Bend. 

20 

21 Q. 

22 

23 

24 A. 

25 

Have you prepared a doc:u!f!tl!l summariziog the GPIF targets for the April 19.;:; 

• September 1995 period? 

Yes. The availability and beat rate target& for each unit are listed on attacltment 

• A • to this testimony entitled "Tampa Electric Company GPIP Targets. April I , 
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2 

3 Q. 

4 

5 

6 A. 

7 

8 Q. 

9 

10 A. 

11 

12 

13 

14 Q. 

15 

16 A. 

1995 - September 30, 1995". 

Do you wish to sponsor an exhibit consisting of estimated unit perfonnance data 

supporting the fuel adjustment? 

Yes I do. (Have identified u Bxhlbit OAK-3). 

Briefly describe this exhibit. 

This exhibit consists of 22 page!. This data is Tampa Electric Company's 

estimate of tho Unit Performance Data and Unit Outage Data for the April 1995 

- September 1995 period. 

Does this conclude your testimony? 

Yes. 
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1 

2 

3 

4 

5 

6 Q. 

7 

8 A. 

9 

1 0 

: I 

T.uiPA EL&CTRI C COMPANY 
DOCKST KO . 94 0001 - BI 
BOBMXTTID FOR PIL~G 11/14/94 

BBPORB TBB J'LOJUDA PUBLIC SDVICB COMIUSSICN 

? RBPAUD DIUCT nBTIXONY 

0 1' 

XlllY JO PDDIDlO 

Please state your name, address, occupation and employer. 

My name is Mary Jo Pennino . My business a ddress is 702 

North Franklin Street, Tampa, Florida 33602. I am 

Administrator Wholesale and Fuel in t h e Regulatory 

11 Affairs Department of Tampa Blectric Company. 

12 

1 3 Q . Please provide a brief outline of your e ducational 

14 background and business experience. 

15 

16 A. I received a Bachelor of Science Degre e in Chem1cal 

17 Engineering from the University of South Florida. Tampa. 

18 Fl orida in 1985. Upon graduation, I began my car eer at 

19 Tampa Electric Company in tbe Production Department. My 

20 respo nsibi lities i.ncluded heat rat e testing, support 

21 services for the Plant Chemical Engineers, a nd start·up 

22 assistanc e for Hookers Poi.nt Station. I n 1 991 , I 

23 tra nsferred t o the Generat i on Planning Department where I 

24 was r esponsibl e for annual expansion p l anning analyees. 

25 a lternative technology evaluat ion and several other 



1 business planning activities. Ic 1993, I was promoted to 

2 Administrator - Wholesale and Fuel in the RegulaLory 

3 Affairs Department. My present responsibil i t ies includ~ 

4 the areas of fuel adjustment filings , capacity cosc 

5 recovery filings, and rate design. 

6 

7 Q. What is the purpose of your testimony in this proceeding? 

8 

9 A. The purpose of my testimony is to pr~sent the net true-up 

10 amounts for the April 1994 through Sepce~ber 19~4 period 

11 for both the Fuel Cost Recovery and the C.lpacicy Cost 

12 Recovery Clauses. 

13 

14 PURL COST RECOVERY CLAOSB 

15 

16 Q . 

17 

18 

19 A. 

20 

21 

22 

What is the net true-up amount t or the fuel cost recovery 

clause for the period April 1994 through September 199 4. 

An over/(under) - recovery of $3,968,565. The actual fuel 

cost over/(under) recovery, including i nteres t, is 

($858,518) for the period April 1994 through September 1994 

(Schedule A2, page 3 ot 4 , ot September 1994 month! y 

23 filing, i n Document No. 4, reflects an end of per1od toLal 

24 net: true -up of $4,920,706. Subtracting the beginning of 

25 period deferred true-up of $5,779,224 yields the 

2 



1 ($858, 518). This ($858, 5 18) amount, l ess Lhe 

2 actual/estimated over/(under) - recovery approved i n the 

3 August 1994 fuel hearings of ($4,827,083 1 resul t s in a 

4 final over/(under) - recovery for the pe riod o f $) , 968 , 565 

5 (the estimated end of perio4 total net true-up of $952,141 

6 minus the above mentioned beginning o f period deferred 

7 true-up of $5,779,224 yields the ($4,827, 083)). This 

a over/(under) recovery amount of $3,968,565 wi ll be 

9 carried over and applied in t .be calculation of the fuel 

10 recovery factor for the period April 1995 through September 

11 1995. 

12 

13 Q. 

14 

How ~ch effect will this $3,968,565 over/ (underl 

recovery in the April 1994 through September 1994 period, 

15 have on the April 1995 through September 1995 period ? 

16 

17 A. 

18 

19 

20 Q. 

21 

22 A. 

23 

The $3,968,565 over/(under) - recovery wil l cause a 1,000 

KWH residential bill to be approximately $0.52 low~:. 

Have you prepared an Bxhibit in this proceeding? 

Yes. Exhibit No. (MJP-1, Puel Coat Recovery and Capacity 

Cost Recovery) which contains four documents. Document No. 

2 4 3 is used to explain the capacity cost recovery clause 

25 which is discussed later in my testimony. Document No. 4 

3 



.. 

1 c ontains Com:niseion Schedules A-1 thro ugh A·l2 for the 

2 months of Ap~il 1994 through September 1994. I ncluded with 

3 the September 1994 monthly tiling is a s i x months summary 

4 for eac h o f Commission Schedules A7, A7A, A8, ABa, A9 . and 

5 A10, f or the period April 1994 through September 1994 . 

6 

7 Q. 

8 

9 A. 

Pl ease explain Document No. 1. 

Document No. 1, entitled •Tampa Blectric Company Fi na l Fuel 

10 Over/ (Under) • Recovery for the pe r iod April 199 4 t h r ough 

11 September 1994 • shows the calcuh.t ion o f th~ f i nal f 1.1el 

12 over/( under) · recovery for the period of $3, 968, 565 whi ch 

13 wi l l be applied to jurisdictional s ales duri ng t he period 

14 Apri l 1995 through September 1995. 

15 

16 Line 1 shows the total company fuel cos ts of $186, 559 ,148 

17 for the period April 1994 through Sep tember 1994. The 

18 jur i sdic tional amount of total fue l costs is $185 , 225 ,297 

19 a s shown on line 2. This amount is compare d to the 

20 jurisdict i onal fuel revenues applicable t o t he period on 

21 line 3 t o obtai n th~ actual over/ (under) recove r ed fuel 

22 costs for t he period, shown on l i ne 4 . The result i ng 

23 ($867, 200 ) over/ (under) - r e covered fue l cos ts ! o r :::-.e 

24 pe r iod, combined with $8, 682 of i nterest shown on line 5 , 

25 constitute t he a c tual over/(unde r ) · recovery of 1$858, 518) 

4 



1 shown on line 6 . The ($858,518) lees the actual/estimated 

2 over/ (under) · recovery of ($4, 827 , 083 l shown on line 7. 

3 which was approved in the August 1994 f uel heari ngs . 

4 results in the final over/ (uoderl · recovery of $3, 968, 565 

5 shown on ~ine 8. 

6 

7 Fuel rates were adjusted down i n July 1994 as a result of 

a a mid course c orrection. Estimated over recovery •>~ithout 

9 the mid course corr ection would have been approximately 

10 $16.5 million higher (3,920,633 MWH for J ul f · September 

11 199 4 times the difference in the fuel cost factor · 2.894 

12 l ess 2.473). 

13 

14 Q . What does Document No. 2 show? 

15 

16 A. Documen t No , 2, entitled •Tlli!IP& Electric Company 

17 Calculation of True -Up Amount Actual vs. Original Estimates 

18 f o r the period Apri l 1994 through September 1994," shows 

19 the calculation o f the actual over/ (uoder ) - recovery as 

20 compared to the o r i ginal estimate for the same period. 

21 

22 Q. 

23 

24 

25 A. 

What was the variance in jurisdictional fuel r e v enues for 

t he period April 1994 through September 1994 ? 

As s hown on line D1 o f my Document No. l., the corn1Mny 

5 



... 

1 collected $929,561 or 0.5t more jurisdict iona l Cue! 

2 revenues than originally estimated. 

3 

4 Q. 

5 

6 

7 A. 

What was the total fuel and oet power transaction cosr 

variance for the period April 1994 thtough Sept embe:- 1994? 

As shown on line A7 of Document No. 2, the fue l and net 

8 power transactions cost variance ie ($3,470,134) or (1.8\' 1 . 

9 

10 Q. 

11 

12 

13 A. 

What are the reasons for the t otal fue l a nd net powe r 

transactions cost being lower by ($3,470,134) or (1 .6 \' 1? 

Although sales variance was 7,505,793 ~WH minus 7, 420, 960 

14 MWH, or up 84,833 MWH, unbilled sales, company use a nd T&D 

15 losses, as a group, were less than anticipated by (153,717) 

16 MWH or (25.8\' ) . The combined result is that Ne t Ene rg y for 

17 Load was. down (68,884 ) MWH or (0.9\') . This (0. 9\' ) , 

18 combi ned with the ¢/KWH coet for Total Fuel and Net Power 

19 Transaction being less than estimated by (1 .0\' ). account s 

20 for the (1.8t) variance. 

21 

22 CAPACITY COST RKCOVKRY CLAUSB 

23 

24 o. 
25 

What i s the ne t true-up amount f o r the capa city cost 

recovery clause for the period April 1994 t hr ough Septembe r 

6 



1 

2 

3 A. 

4 

1994? 

An ove r/ (under) - recovery of ($35, 650 ) . The actual 

capacity cost over /(under) - recovery, inc luding interest , 

is $1,568, 922 f or t he period April 1994 through September 

6 1994 (Document No. 3, pages 2 and 3 of 5). This amount, 

7 l ess the actual/ estimated over/ (under) - recovery appr oved 

8 i n the August 1994 fuel hearings of $1,604,572 r esults in 

9 a f i nal over/ (under ) - recovery tor the period of ($35,650) 

10 (Document No . 3 , page 5 of 5) . This ove r / (under ) 

11 recov ery amount o f ($35, 650) will be carried ove r and 

12 a pplied i n the ca l culation of the capac ity cost r ecove ry 

13 factor f or the period April 1995 through Sep t ember 1995 . 

14 

15 Q. 

16 

17 

18 

19 A. 

20 

21 

22 Q . 

23 

How much e ffect will t his ($35 , 650 ) over/ (under ) - recove ry 

in t he Apri l 1994 through September 1994 period , have on 

t he Apri l 1995 t hrough September 1995 period? 

The ($35,650) ove r /( under) - recovery will be l ess than a 

S.005 inc rease in a 1,000 KWH residential bi l l. 

Does this conclude your testimony? 

24 A. Yes. 

7 



1 

2 

3 

4 

5 

6 Q. 

7 

8 A. 

. . 
DOCDT HO. ~SOOOl·BI ., 
TAXPA BLBCTJUC COMPANY 
~TTBD FOR PILING 01/17/95 

B.BPORB 'l'BB FLORIDA PUBLIC SBRVICB Ce»:MMSSION 

PUPAJtm> DIRECT '1'BSTIXONY 

OP 

KARY J O PDNINO 

Please state your name, addre•s, occupation and employer. 

My name is Mary Jo Pennino . My business address is 702 

9 North Franklin Street, Tampa, Florida 33602. My t i tle is 

10 Administrator Wholesale and Fuel . work in the 

11 Regulatory Affairs Department of Tampa Electric Company. 

12 

13 Q . Please provide a brief outline of your educational 

14 background and business experience. 

15 

16 A. I was educated in both public and private schools 1n 

17 Illinois and received a Bachelor of science Degree in 

18 Chemical Engineering from the University of South Florida, 

19 Tampa, Florida in 1985. Upon graduation, I began my career 

20 wi t:h Tampa Electric in the Production D~partment. My 

21 responsibilities i ncluded heat rate testing, support 

22 service for the Plant Chemical Engineers, and start· up 

23 engineering for Hookers Point Station. In 1991, l 

24 transferred to the Generation Planning Department where I 

25 was responsible for annual expansion planning analyses. 



1 

2 

3 

4 

5 

6 

7 

8 Q . 

9 

10 A. 

a lternative technology evaluation and seve ral other 

business planning activities . In 1993, I was promoted to 

my current position as Administrator in the Regulatory 

Affairs Department. My present reoponsibil ities include 

the areas of fuel adjustment f i lings , capacity cost 

recovery filings, a.nd rate design. 

What is the purpose of your testimony in t his proceeding? 

The purpose o f my testimony is twofold . Fi r aL . I would 

11 like to present to the Commission the propos ed Total Fuel 

12 and. Purchased Power Cost Recovery factors f or t he period oC 

1 3 April - September 1995, anc1 the proposed CapaciL y Coa L 

14 Recovery factors for the same period. Second, I would like 

15 to provide the Conmission with a description of Tampa 

1 6 

17 

1 8 

19 

20 

21 

El ectric's various types of off -system s ales and an 

explanation of the treatment of the revenues received from 

who lesale sales. In addition, I will pr e sent reasons why 

this trea tment is appropriate and fair t o buth retail 

ratepaye r s a nd Tampa Electric Company. 

22 fuel and Purchased Power Coat llegovary ragt9n I Capacity Coot 

23 Recovery Clause 

24 

25 Q. Did you review t he p rcjec ted data necessary to calculat e 

2 



1 period April - September 1995? 

2 

3 A. Yes. 

4 

5 Q. 

6 

7 A . 

8 

What is the proper value for t he new period? 

The proper value for the ne w period is 2.386 cents per kwh 

before the application of the factors that adjust for 

9 variations in line losses. 

10 

ll Q. Please describe the information provided on Schedule E-1C. 

12 

13 A . The GPIF and True-up factors are provided on Schedule E - 1C. 

14 we propose that a GPIF reward of $146,321 be included in 

15 the projection period. The True-up amount for the October 

16 1994 - March 1995 period is an overrecovery of $6,423,678. 

17 This overrecovery is comprised of a final True -up 

1B overrecovery amount of $3,968,565 for the April 1994 -

19 September 1994 period and an estimated overrecovery in the 

20 amount o f 2, 45 5 , 113 for the October 1994 - March 1995 

21 period. 

22 

23 o. 

24 

2S A. 

Please describe the information provided on Schedule B - 10. 

Schedule E-10 presents the company•e on-peak and off-peak 

4 



4 4 

1 fuel charge factors tor the April - September 1995 period . 

2 

3 Q. 

4 

5 A . 

6 

7 

8 

9 Q. 

What is the purpose of Schedule B- 1B? 

The purpose of Sched.ule B- 1B is to pr esent the standard , 

on-peak and off-peak. fuel charge fact ors after adjusting 

for variations in line losses. 

Plea se recap t he proposed Puel and Purchased Power Cost 

10 Recovery f actors for the April - September 199 5 ptriod . 

11 

12 

13 

14 

15 

16 

1 7 

18 

19 

20 

21 

22 

23 

24 

25 

A. 

Rate Schedule 

Average Factor 

RS, GS and TS 

RST and GST 

SL-2, OL-1 and OL-3 

GSD, GSLD and SBP 

GSDT, GSLDT and SBFT 

IS -1 , IS - 3, SBI- 1, SBI-3 

IST-1 , I ST-3 , SBIT-1, SBIT-3 

5 

Fuel Charge 

Factor !cents per kwh l 

2.386 

2.401 

2.844 (on- peak ) 

2.154 (off - peak! 

2.258 

2.389 

2 . 829 (on-peak) 

2.143 (off-peak ) 

2.319 

2.747 (on -peak) 

2.080 (of f -peak ) 



1 Q. How does Tampa Electric Company• s proposed average fuel 

2 c harge factor o f 2 . 386 cents per kwh compar e to the average 

3 fuel charge factor for tbe October 1994 - March 1995 period? 

4 

5 A. The proposed fuel charge factor is O. OJ3 cents per kwh (or 

6 33 cents per 1000 kwh) bigber than the average fuel charge 

7 !acto r of 2.353 cents per kwb for the October 1994 - March 

8 1995 period. 

9 

10 Q . 

11 

12 A. 

13 

14 

15 

16 

17 

18 

19 

20 

Please explain. 

The slight increase in fuel and purchased power expense is 

primarily due to Phase 1 compliance coal costs and 

increased heat rates and purchased power expense typically 

associated with the summer fuel adjuscment period. The 

projected increase has been mitigated through the effective 

administration of both the Peabody and Gatli ff coal 

contracts. Tampa Electric has negotiated significant 

changes in both of these contracts that prov i de significant 

benefits to i ts CUstomers. In the case of the Peabody 

21 contract , Tampa Electric bas effect ed a buy-out of this 

22 agreement that will yield estimated net benefits to 

~3 Customers of 2.5 million dollars in 1995 and 29 million 

24 dollars (present value) over the period 1995 - 2004. In 

25 the case of the Gatliff contract, Tampa Electric has 

6 



. . 

1 negotiated, tor 1995, a lower contract minimum ( 1. 5 mill ion 

2 tons) and a price reduction ($0.85 per ton reducti on ). 

3 Replacement coal for the Gatlitf coal will be purc hased aL 

4 competitive spot prices . These changes are th~ result o f 

5 significant efforts on the part n f Tampa Electric t o 

6 negotiate these changes and extensive test burn efforts at 

7 Tampa Electric's Gannon Station to f i nd appropriate blend 

8 fuels to reduce our overall fuel costs. 

9 

10 Q. 

11 

12 

13 

14 

15 

16 

17 A. 

18 

19 Q. 

20 

21 

22 A. 

23 

24 Q. 

25 

On December 23, 1994, a petition was filed wl th this 

Commission requesting recovery of buy-out costs associated 

with the buy - out of the Peabody Coalsales, Inc . contract. 

Are t'le costs and benefits associated with the Peabody b uy 

out included in the projected fuel charge factor for the 

April - September 1995 period? 

Ye s they are. 

Ar e the costs and benefits consistent with those fil ed in 

the supporting data included with the peti tion? 

Yes they are. 

Please describe how the costs associated with the Peabody 

buy-out are allocated between who lesale and r etall 

7 
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REVIS~D 02/09/95 

1 Customers. 

2 

3 A. The costs associated with the Peabody buy·ouL have been 

4 allocated to the wholesale Requirements Customer s through 

5 the inclusion of the costs i n Total Net Fuel and Purchaseo 

6 Power Expense (prior to t he jurisdictional separaLionl . 

7 Buy-out costs have not been allocated to the separated Big 

8 Bend Unit Pour sale and Schedule D Cus t omers since those 

9 Cus t omers do not receive the benefit of the lower f uel 

10 cost . Separated ScheduleD Customers a r e unit power sales 

11 from Big Bend Units 1 through 4 . The fuel charge f or these 

12 sRles is based on supplemental coal cost. The Peabody buy· 

13 out will only benefit those currently paying for con tract 

14 coal i n Big Bend Units 1 - 4. Buy-out costs have not been 

15 allocated t o the sale of Big Bend Unit Four energy to 

16 Hardee Power Partners. Again, these Customers would not 

17 realize the benefit of lower fuel costs associated only 

18 with Big Bend Units 1 through 4 . 

19 

20 Q . 

21 

22 

23 

24 

25 A. 

Please describe any compl iance· costs associated with the 

Clean Air Ac t Amendment that have been included in the 

calculation of the average fuel charge factor for the April 

- September 1995 period? 

Only the costs associated with sulfur di ox l dt• ••mi.ti ::J iou 

8 



1 allowances have been included in the factor . In add ition 

2 to the 86, 48 5 allowances granted by BPA for 1995 , 17, 000 

3 allowances wert:~ purcb&sed tor Phase 1 compliance at an 

4 average cost of $146 per allowance. The weighted average 

5 cost o f all o f the allowances is calculated as f ollows: 

6 

7 

a 

9 

10 

86,485 granted allowances • $0 per allowance 

12 . 000 pyrchased alloyaocos • S146.48 per allowance 

103,485 total allowances • $24 .06 per allowance 

11 In the month o f May, proceeds from the 1995 auction will 

12 lowe r the average dol lar per allowance to $ '22. 55. In 

13 April, 5,802 tons of SO, are projected to be emit~~d and in 

14 the May - September 1995 period, 30,683 tons are projected 

15 to be emitted. Therefore, the dollars associated with 

16 allowances for this period are 5, 802 times $24.06 plus 

17 30,683 times $22.55 or $831,445 (rounding). Thi s 

18 accounti ng t r eatment of allowances was established by the 

19 Federal Bnergy Regulatory Commission (PERC) in FERC Order 

20 No. 552. 

21 

22 Q. 

23 

24 A. 

25 

Why were additional allowances purchased? 

The decision to purchase allowances was a strategic 

compliance decision based on Tampa Electric's best estlr.late 

9 



1 

2 

3 

4 

5 Q. 

6 

7 

8 A. 

9 

• 'j 

of future levels of generation for affected units and the 

future differential in costs between high and low sulfur 

coal versus the cost to purchase allowances. 

How are projected allowance costs allocated among t he 

various classes? 

Allowance costs have been added on a dollar per ton basis 

to the cost of Big Bend Station coal. This methodology 

10 properly allocates allowance cos te to all users o f Big Bend 

11 Station. Allowance coste allocated to jurisd ictional 

12 interchange sales and all separated sales with he 

13 exception of Requirements sales are included on Schedul e E· 

14 6. The allocation to the Requirements Customers is 

15 accomplished by adding all remaining allowance coste t o the 

16 retail fuel expense and then applying the jurisdictional 

17 separation factor to the combined total. 

18 

19 Q. 

20 

21 

22 

~3 A. 

24 

2!) 

Why is it appropriate to recover Clean Air Act Compliance 

costs through the Fuel and Purchased Power Cost Recovery 

Clause? 

Since the only cost that Tampa Electric is see king to 

recover at this time is the cost of so, allowances , ic is 

a ppropriate that the Customers who realize the benefi c of 

10 



1 

2 

3 

4 

5 

6 Q . 

7 

8 

9 

1 0 A. 

11 

12 

13 

14 

15 

16 

17 

18 

J 9 Q. 

20 

21 

22 

r, (1 

lower fuel costs associated with the abil ity to burn higher 

sulfur coal are the same CUstomer s who incur the costs 

associated with the allowances that ecabled the use o( coa l 

with a higher sulfur content. 

Why has Tampa Electric chosen to recover these allowance 

costs through the Fuel and Purchased Power Cost Recovery 

Clause versus the Environmental Cost Recovery Clause? 

While Tampa Electric recognizes the implementation of t he 

Environmental Cost Recovery Clause to facilitate recovery 

o f Clean Air Act Amendmen t Compl iance costs, we feel that 

the administrative requirement associated with a separate 

filing for recovery of the relat ivel y small expense would 

be in excess of any associated benefit. We are , however, 

willing to cooperate with the Commission should they des i re 

a separate filing. 

Are you also requesting Commdssion approval of the 

projected Capacity Cost Recovery factors for t he Company's 

various rate schedules? 

23 A. Yes. 

24 

25 Q. Have you prepared or caused to be prepared under your 

1l 



1 direction or supervision an exhibit which supports this 

2 request? 

3 

4 A. 

5 

6 

7 Q. 

Yes. It consists of five pages identified as Exhibit No. 

:?/ MJP·3, Capacity Cost Recovery. 

wr.at payments are included in Tampa Electric's capacity 

8 cost recovery factor? 

9 

10 A. Tampa Electric is requesting recovery , t hrough the capacity 

11 cost recovery factor, of capacity payments ~ade pursuant Lo 

12 cogeneratJ on, small power production and purchased power 

13 agreements to which we are a party. 

14 

15 Q. Please re-cap the proposed Capacity Cost Recovery Clause 

16 factors for the April · Sep tember 1995 period. 

17 

18 A. 

19 Rate Schedule 

20 

21 

22 

23 

24 

25 

RS 

GS and TS 

GSD 

GSLD and SBP 

IS · 1, IS ·3 , SBI·1, SBI·3 

12 

Capacity Cost Recovery 

Factor (cents per kwh l 

0 . 187 

0.173 

0.130 

0.119 

0.011 



1 

2 

SL-2, OL - 1 and OL-3 

• 5 2 

0.029 

3 These factors can be seen in Bxhibit No. ~ (MJP·3) , page 

4 3 of 5. 

5 

6 Q . 

7 

a 

9 A. 

What is the composite ef fect of the above changes on a 

1.000 kwh residential Customer? 

A residential bill f or 1 ,000 kwh will decrease $0.19. See 

10 followi ng table. 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 Q. 

25 

Type of 

Cba1,oe 

Cus tomer 

Energy 

Conservation 

Oil Backout 

Fuel 

Capacity 

FGR Tax 

TOTAL 

Oct. 94 

thru 

Mar. 95 

$ 8.50 

43.42 

1.85 

0.96 

23.68 

1. 93 

2.06 

$ 82.40 

Apr. 95 

t hru 

Sep . 95 

$ 8.50 

43. 4 2 

1.54 

0.81 

24 .01 

l. 87 

2.06 

$ 82. 21 

When should the new charges go into effect? 

13 



1 A. 

2 

3 

They should go into effect commensurate with the first 

b illing cycle i n April 1995. 

4 ftholesalt Revenue Rtaoyery 

5 

6 Q . 

7 

a 

9 A. 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

Please describ e y our rea son tor filing testimony regarding 

the appropriate t r eatment of revenues from wholesale sales. 

Following the filing of testimony for t he 1994 Wi nter Fuel 

Adjustment Docket No. 94 0001-EI, Staff raised the issue 

(25al : 

•other than economy s ales and revenues from 

the seven ent ities that were separated out 

in TBCO' s last rat e c.ase, should Tampa 

Electric credit all non-fuel revenues from 

off-system sales back to the retail 

ratepayers through t he fuel adjustment 

clause and the capacity cost recovery 

clause?" 

21 The issue was defe£red to this fuel hearing. Therefore, 

22 the purpose of my testimony is to provide the Commission 

23 and Commission Start with the information they need on 

24 Tampa Electric's position on the appropriate treatment of 

25 wholesale sale revenues. 

14 

.. 
' 



1 Q. 

2 

3 

4 

5 

6 A. 

7 

8 

... 4 

Please descr ibe the various types of off system sales in 

which your company engages and identify t he retail 

regulatory treatment as stipulated to in Tampa Electric 

company's last general rate case. 

Exhibit No.~(MJP- 4 ) describes t he various types of sales 

in which Tampa Electric engages . 

9 Tampa Electric primarily engages in emergency sales 

10 (Schedule A and B), economy sales (Schedule C and X ) , 

11 other interchange (Schedule D and J) , the TPS Contract 

12 Sale, and Requirements Sales (AR-1) . In TECO' s las t 

13 general rate case in 1992, revenues from the company's firm 

14 wholesale sales, including Requirements Sales, unit power 

15 sales (TPS Contract), and station power sales (firm 

16 Schedule D), were ordered to be separated from the retall 

17 jurisdiction. The intent of the Commission was t o separa te 

18 wholesale sales and those that "looked like" wholesale 

19 sales. Based on this determination, a portion of total 

20 rate baoe and expenses was allocated, for these sales, t o 

21 the wholesale jurisdiction. The purpose o f this separation 

22 was to isolate the revenues, rate base and expenses to be 

23 used in setting retail prices, based on t he test years 

24 litigated i n the case. The non-fuel revenues from non · f irm 

25 off-system sales (other than economy) were ordered to be 

15 



1 c redited to retail ratepayers in the Capacity Cost Recovery 

2 Clause (CCRC) and the Fuel and Purchased Power Cost 

3 Recovery Clause (PPPCRC) . The rate base and expenses for 

4 these sales were ordered to be treated as part of the 

5 retail jurisdiction. Likewise , revenuos from these eales 

6 are credited to the retail jurisdiction in the CCRC and the 

7 FPPCRC. 

8 

9 Q. 

10 

11 

12 

1 3 A . 

What characteristics are common exclusi vely to the sales 

that were ordered to be separated in Tampa s:ectric ' s last 

general rate case? 

Tampa Electric's Requirements sales, the TPS Contract Sale, 

14 a nd firm Schedule D sales were ordered to be separated from 

15 the retail jurisdiction. The common characteristics which 

16 set these sales apart trom the r emaining, jurisdictional 

17 interchange sales are Tampa Electric's commitment t o serve 

18 these classes and t he CUstomer ' s commitment to a pr escribed 

19 capacity payment. Agreements were signed and filed w1th 

20 the PERC wi th each CUstomer in these separated classes that 

21 established in advance a capacity colmlit.ment, comparable to 

27. the commitment to serve Tampa Electric • s Ci rm reLall 

23 Customers, and an associated availability commicment in 

24 return for a firm capacity payment . 

25 

16 



1 Q. 

2 

3 A. 

4 

5 

6 

7 

8 

9 

10 

11 Q. 

Are all Schedule o Sales s eparated? Please explain. 

There are two t ypes ot Schedule o sales. The sales that 

were ordered to be separated were the firm Schedule ::> 

sales. The other type of ScheduleD sale is non·firm as· 

available service. Tampa Electric current 1 y hJ\S an 

agreement with Seminole Electric Cooperative for the 

latter. This type of sale was ordered to be treated within 

the retail jurisdicti~n. 

Order No. PSC·93-0664 - POP- BI was an order issued by the 

12 Commission in Tampa Electric Company's last general rate 

13 case that dealt specifically with the issue of how the o ff · 

14 system sales should be treated in the PPPCRC and the CCRC. 

15 I n this order, some of the specific types of sal~s were 

16 referenced by t ype o f sale (TBCO Power Services contracts), 

17 some were referenced by the CUstomers that were currently 

18 being served at the time of the jurisdictional separation 

19 study (City of Sebring), and still another carried both 

20 references (firm Schedule o sales ( for the Cities ... ) . 

21 Does your company believe that the intent of the order was 

22 to separate specific customers or entities or specific 

23 types of sales? 

24 

25 A. Tampa Electric believes that the intent of this order was 

17 



1 

2 

3 

to separate specific types o f sales into the retail and 

whol esale jurisdictions, but not t o go so far a s t o 

separate sales to specific •entities•. For instance, it is 

4 not of significa nce that requirements sales proj~cted in 

5 the rate case were designated in the orde~ as bei ng to the 

6 City of Sebring (which t hey were when the proje ctions were 

7 made) instead of to Florida Power Corporation (wh ich the 

a sales became after the order). This is not significant 

9 because all requirements sales are a separated type, or 

10 c lass, o f CUstomers and once a c lass of CUstom~rs has been 

11 separated from the retail jurisdiction, that class should 

12 be treated as being separated until another jur isdictional 

13 separation is approved by the Commission in t he next rate 

14 

15 

16 

17 

18 

proceeding. At the time of Tampa Blectric Company's last 

genera l rate case. revenues from requireme nts CUstomers 

were identified at a point in time as •sebring sales• and 

separated based on our be st knowledge o f our proj e c t ed 

level o f requirements service. We do not believe t hat the 

lS i ntent of the order was to require Tampa Blec tric Company 

20 to flow back t he non-fuel revenues now associate d with the 

21 sale to Flo rida Power Corporation simply, f o r example. 

22 because Florida Powe r Corporation was not o ne of the •seven 

23 entities• identified in our last rate cas e. Nor do we 

2~ believe that because the sales once projected to be made to 

~s Sebring are no longer to Sebring, that retail rates should 

18 



1 

2 

3 

4 

5 

6 

7 

8 Q. 

9 

10 

11 

12 

13 A. 

58 

b e increased to reflect the loss ot wholesale sales. 

Likewise, if Tampa Blectric added a new requirement s 

Customer between rate cases, as fellow u t ilities Florida 

Power Corporation and Florida Power and Light have don~. we 

would treat that sale as a separated sale. Once again, 

requirements sales are a separated class of Customers. 

Why does Tampa Blectric feel tbac their treatment of firm 

Schedule 0 sale revenues !rom the city o f Pt. Mead e and 

Kissimmee Utility Authority is fair to boch retajl 

ratepayers and Tampa Blectric? 

Like AR · 1 sales, Firm ScheduleD sales are also a separated 

14 class of Customers as ordered by tbe Commission irt Tampa 

15 Electric Company• s last 1:ate ca.se. The firm Schedule D 

16 sales projections utilized tor purposes of establishing 

17 rates we re estimated amounts based on prospective Customers 

18 and transactions. Tampn Blectric asserts that specifically 

19 "who" the Customers are is insignificant. Since the time 

20 of t he rate case , in some cases, tbe anticipated revenues 

21 from prospective firm ott-system sales Customers have not 

22 materialized . During the same period , however, Tampa 

23 Electric has made increased levels of firm off -system sales 

24 to other Customers. This same phenomenon can occur wichin 

25 a ny class of CUstomers. The Cornnission recognizes t hat the 

19 



1 future will always be different frau the forecast and the 

2 effect of t hose differences in revenues is dea lt with in 

3 surveillance by allowing a range in the earned return on 

4 equity for the allowed return. Upon ordering rate base and 

5 expenses associa ted with firm Schedule D sales to be 

6 removed from the retail jurisdiction tor the purposes of 

7 setting prices based on the test year (s ), the Commission 

8 effectively challenged t he c ompany to maintain the revenues 

9 to support the separated revenue requ1rements if it wishes 

10 to earn the allowed return . The firm Schedule D sal e 

11 agreements to the cit y of Pt. Meade and Kissimmee Utility 

12 Authority made subsequent to the rate case separation study 

13 are i dentical to the other Schedule D sales that were 

14 separated in the last rate case. 

15 

1 6 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

Based on the !oregoing, Tampa Blectrio • a treatment or 

wholesale sales has been to apply revenues from all firm 

Schedule D sales along with t he other separated sales to 

offset wholesale revenue requirements. Tampa Electric 

asserts that its treatment of off-system sales revenues is 

fair because it balances the risks a•sociated wi t h the 

•snapshot• rate case separation of revenues, rate base, and 

expenses of these sales with potential benefits to the 

c ompany, while i nsulating the retail CUstomers from any 

r isk associated with shortfalls in projected revenues. 

20 



• c (' 

1 Since the Conmissioo • s order ettectively required that 

2 shareholders carry the entire risk of recovering the 

3 portion of rate base and expenses associated with firm 

4 Schedule D aales, Tampa Blectric Company further asserts 

5 that it must retain the ability to acquire additional sales 

6 agreements to potentially cover the separated rt:venuc 

7 requirements in the event that an existing agreement does 

8 not provide the level of revenue expected or the 

9 anticipated agreements do not material ize. Requiring the 

10 company to credit revenues from sales agreements obtained 

11 subsequent to the rate case proj ections to the retail 

12 ratepayers without a mechanism t o recover fr~m the ret~il 

13 Customer any lost revenues originally projected but not 

14 realized i s inequitable and asymmetrica l treatment. Tampa 

15 Electric should not be expected to carry the downside 

16 potential for lost sales without the upside potential of 

17 increased revenues . Retail ratepayers are held harmless in 

18 the event of wholesale revenue shortfalls and, theretore, 

19 shou ld not receive tbe benefits from additional sales in 

20 the wholesale jurisdiction. 

21 

22 Q. 

23 

24 A. 

25 

Please summarize. 

Retail base rates were established during Tampa Electric's 

last rate case by determining, at a •snapshot• point in 

21 



1 

2 

3 

4 

5 

6 

6 1 

time, the proper allocations of rate base and expenses to 

each class of Customer. Since firm Schedule 0 sales we r e 

separated to the wholesale jurisdiction in th~ l a st rate 

case, that treatment should reJnain consistent until another 

jur isdic tional separation methodology is approved in Lhe 

next general rate proceeding. Bach projection used for t he 

7 purposes of setting rates is subject to change (level of 

8 r etail sales, expenses, rate base, return necessary etc.). 

9 To protect both the ratepayers and the compan}' from 

10 significant, excessive variability in returns, an ROE range 

11 was established. Separated w-holesale sales, like all 

12 elements of the price setting basis, are alan subject to 

13 change. TAmPa Blectric was ordered to absorb all risks 

14 associated with varying levels of separated sales including 

15 t he firm Schedule o sales in its last rate case . It 

16 f ollows that Tampa Electric should have the abi lity to seek 

17 out and engage in additional transactions t o maintain the 

18 revenue requirement ~d to provide an upside potential to 

19 appropriately balance the downside risks. 

20 

22 

23 

24 

25 

It has become apparent to Tampa Blectric that the letter of 

t he order has the potential of bei.ng interpreted in a 

manner t hat we feel is inappropriate and asymmetrical with 

respect to risks and benefits. We would recommend that an 

appropriate interpretat ion of the order would be to clad fy 

22 



I I 

1 that the tirm ScheduleD sales are a separated cldss. Al l 

2 future firm Schedule D sAles should also be separated 

3 between now and the time ot the next general rat e 

4 proceeding. 

s 
6 Q. 

7 

8 A. 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2l 

22 

23 

2 4 

25 

Does this conclude your testimony? 

Yes it does. 

23 



1 

2 

3 

4 

5 

6 Q . 

7 

8 A . 

,: I 

DOCKET WO . 950001 - BI 
TAMPA BLBCTRIC C<»>PANY 
SOBKXTTBD POR PIL DNG 01/17/95 

BBPORB TBB I'LOJliDA PUBLIC SDVICB COMMISS I ON 

PUPUKD DIUC'2.' TKSTIXONY 

or 
KLIZDK"l'B A. TOWN'BS 

Please state your name, busi ne s s a ddress and occupation. 

My name is Elizabeth A. Townes . My business address is 702 

9 N. Franklin St., Tampa, Flor ida 33602. I am th~ assistant 

10 controller of Tampa Electric Company . 

11 

12 Q. Please describe you educat ional background and business 

13 experience. 

14 

15 A. I received a bachelor of business administration degr ee in 

16 accounting from Florida Int ernational University in 1978 

17 a nd a Master of Business Administration degree from the 

18 University of Tampa in 1982. I am a Certified Public 

19 Accountant licensed in t he s t ate ot Florida and a member of 

20 the Florida and t he American Instit ute of CPA' s. I am also 

21 currently a member of the Bdison Electric Institute's 

22 Corporate Accounting Committee. 

23 

24 Prior to join i ng Tampa glectric Company in January 1982. I 

25 was employ l:!d by General Telephone Company of Florida in 



1 vari ous accounting and regulatory functions. I was hired 

2 by Tampa Electric Company in January 1902 i n the pos ition 

3 of regulatory accountant. In September 1983, I was 

4 promoted to manager Regulatory Control and subs equently in 

5 February 1991, I was promoted to my current position as 

6 assistant controller. 

I 

a My current responsibilities inc l ude accounting for fuel 

9 activities, conservation, oil backout and othe r regulatory 

10 accounting areas, the revenue and financial repor ting 

11 func tions, preparation of budgeted financial <~ tatements and 

12 the monthly surveillance report. I am also r esponsible f C"'r 

13 disbursements and bank reconciliation processes. 

14 

1 5 Q. Have you t estified before this Commiss ion in other 

16 proceedings? 

11 

18 A . 

19 

20 

21 

22 

2 3 

2 4 

2 5 

Yes . I have provided written testimony in Docke t No . 

920001-BI, 930001-BI, and 940001 -BI related to the 

company's oil backcut cost recove ry clause and in Docket 

No . 920324 - BI which is Tampa Electric company's most r ecent 

ful l rate case. I als o testHied in the Docket No . 

930987-BI , Investigation into CUrrent l y Authori zed Return 

On Equity of Tampa Electric Company. 

2 
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1 o. 
2 

3 A. 

What is th,e purpose of your testimony in this proceeding? 

The purpose of my test imony in this proceeding is discuss 

4 Tampa Electric Company's accounting treatment of long term 

5 firm Schedule 0 sales which were aeparated a nd treated as 

6 wholesal e transactions during the company's last rate caHe. 

7 

8 o. 
9 

10 A. 

11 

12 

Have you testified on this i ssue previously? 

Yes, in Docket No. 930987-BI I testified to our accounting 

treatment for off system sales and described t~e method we 

have used consistently on our surveil lance report to 

13 allocate between wholesale and retail. 

15 o. 
16 

17 

18 A. 

19 

20 

21 

22 

23 

2 4 

25 

Please discuss the treatment or these sales in the last 

case. 

In the company's l ast rate case, the Commission very 

clearly established a philosophy which determines what 

types of sales were to be separated to ~he wholesale 

jurisdiction and which should be included i n the retail 

j urisdiction. The company's rate cas e test years were 

projected for 199 3 and 1994. The long term firm Schedule 

D sales utilized for purposes of establishing rates were 

estimated amounts based on prospec tive Customers and 

3 



66 

1 transactions, just as all other items of revenue, expense 

2 and rate base were estimated. 

3 

4 Since that time, new CUstomers were added and other 

5 contracts which were anticipated during the case did not 

6 materialize. This same phenomenon occurs within all 

7 classes of CUstomers. However , Tampa Electric company 

8 continues to treat all of this category of sales consistent 

9 with the treatment accorded during the rate case . 

10 

11 Q. 

12 

13 

14 A. 

15 

16 

17 

18 

How does this treatment impact the r eporting of the 

company's earned return !or surveillance purposes? 

The Commission monitors Tampa Blectric ' s earnings from 

retail sales through Tampa Electric's monthly surveillance 

report. Bach month as the company calculates its earned 

return to equity, the actual expenses and the rate base 

amounts which are separated and allocated to wholesale 

19 Customers are adjuste d up or down to re f lect the actual 

20 l e vel of wholesale 18ales . This treatment of f ers t he 

21 Commission a valid curreut pictur e of the regulatory return 

22 being achieved i n the retail jurisdiction. 

23 

2 4 Q . Could you describe your treatment in a little more detail? 

25 

4 



1 A. 

2 

3 

4 

5 

6 

7 

{''/ 

The company's total actual rate base and expenses are 

allocated between retail and wholesale utilizing the same 

methodology as was ordered in our last ro.te case . We 

adjust the separation factors used in the last rate cas~ by 

comparing the current demand and energy level s to the 

amounts earlier estimated in the 1993 separat ion s tudy 

approved in Docket No. 920324·81. Although this method 

B does not contain as n1uch detail as a full separat ion s tudy, 

9 it does provide an appropriate and adequate estim;te for 

10 purposes of tracking consistently the current retail r e tu rn 

11 in the surveillance report. 

12 

13 Q. 

14 

1 5 A. 

Is thi s the same treatment that other compani es use? 

It i s my understanding that companies continue t o treat 

1 6 separated sales the same between rate cases and do not flow 

17 r evenues from new contract sales back to ratepayers. The 

18 methodology which Tampa Blectric has adopted f or reporting 

19 ea rnings on t he surveillance report is different f rom that 

20 utilized by other companies. Most companies do not change 

21 separation f actors between rat e cases. Therefore , if the 

22 r e lat ionshi p between whol esale and retail changes 

23 signi f icantl y i n between rate cases, no indication of t hat 

24 change is repor t ed . 

25 

5 
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1 Q . 

2 

3 

4 A. 

5 

6 

7 

8 

9 

10 

11 

12 

1 3 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

2 4 

25 

Do you believe that Tampa Electric's treatment of these 

types of sales is fair and reasonable? 

Yes, I do. The first reason I believe it is f Qir i s that 

the Commission established a category or type of sale which 

they considered to be non-retail in nature. Therefore , in 

order for symmetry to work, the company cannot be expected 

to absorb any downside impacts withou t also benef itting 

from any upsid~ impacts. The company' s treatment of these 

sales maintains the synmetry of increases a:td decreases in 

our wholesale activities. Second, the surveillance repurt 

treatment affords the Commission a much clearer picture of 

the company's actual earnings position with respect to the 

r eta i l contribution. Since the surveillance reporting 

procedure is identical for increbses and decreases, again 

the symmetry is preserved. Third, I believe that this 

treatment is consistent with all other items which are 

consi dered in set ting rates. Bxpenses and revenues go up 

and down in between rate cases. However , t he company 

cont inues to report the earnecl return t o the Commission 

utilizing the same treatment of reve nues and expenses as 

was approved in the company's last rate case. I n this way , 

the surveillance report properly reflects current business 

conditions , includ~ng changes which have taken place within 

each and every CUstomer class. 

6 
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1 I t should be noted that if eeparated wholesale t r a nsac tions 

2 yie ld higher e nergy and demand than anticipated, retail ROE 

3 will be shown as being higher throu:}h ou r method o f 

4 surveillance reporting . Thus, the effic i e nc y a nd overall 

5 be ne fit gained though greater off syo tem s ales leve ls i s 

6 r e flec ted in the reporte~ retail ROB. In effect , the 

7 pr ope r signals are sent through this a ccounti ng treatment · 

8 i ncreased wholesale salee lea~ t o bet t e r utili za t ion o f 

9 the •total ratebase• (retail an~ wholesale} ar.d thus t e nd 

10 t o defer the timing of Tampa Blectric ' s next r eta il ra t e 

11 

12 

1 3 Q. 

1 4 

1 5 

1 6 A. 

17 

18 

19 

cas e. 

Why would i t not be fair to flow t hese revenues back 

t hrough t he fuel clause? 

This trea tment woul~ penalize the company a nd would not 

p r ovi de the r i ght incentives . Not only would Tampa 

Elec tri c lose revenues from sales which do not materiali ze 

·· it would a lso f orfe it revenues f rom addit i onal sales 

20 which do occur. Thi s is not a symmetri cal t r ea tment , nor 

21 would it be f a ir. Shareholders would abs o r b t he i mpact o f 

22 l ost wholes ale contrac ts an~ all other change~ in reve nues 

23 

2 4 

25 

a nd expenses. However, ratepayers would benefit from new 

contracts while ehareholders etill absor b other c ha nges in 

revenues and expense. 

7 



1 Q. 

2 

3 A. 

4 

5 

6 

7 

8 

9 

10 

11 

! 2 

13 

1 4 

15 

16 

1 7 

18 

19 

20 

21 

22 

23 

2 4 

2 5 

• : (1 

Does this conclude your testimocy? 

Yes, it does. 
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6 Q. 

7 

8 A. 
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PR.BPARBD DIUC'l' TKSTIXONY 

01' 

BLIZABB"l''l A . '1'0IOtBS 

Would you please state your name and address? 

My name is Elizabeth A. Townes. My business address is 702 

9 North Franklin Street, Tampa, Florida 33602. 

10 

H Q. Please describe your educat ional background and experience. 

12 

13 A. I received a Bachelor of Business Administration degree in 

14 Accounting from Florida International University in 1978 

15 and a Master of Business Administration from the Univer&ity 

16 of Tampa in 1982. I am a Certified Public Accountant in 

17 the state of Florida and a Member of the Florida InstituLe 

18 of Certified Public Accountants and American Ins titute of 

19 Certified Public Accountants. 

20 

21 

22 

23 

24 

Prior to joining Tampa Electric Company i n January 1962, I 

was employed by General Telephone Company of Florida. I 

joined Tampa Electric as a regulatory accountant. In 

September 1983, I was promoted to Manager -Regulatory 

25 Control and subsequently in February 1991, I was promoted 
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1 to my current position as Assistant Controller . 

2 

3 My current responsibilities include accounting for fuel 

4 activ ities, conservation, oil backout and other regulatory 

5 accounting areas. I am also responsible for the revenue 

6 and financial reporting functions and accounts payable. 

7 

8 Q. 

9 

10 

11 A . 

12 

Ms. Townes, what is t he purpose of your testimony in this 

proceeding? 

The purpose of my testimony is to present a sumrrary 

computat ion of the e stimated Oil Backout Cost Recovery 

13 Factor to be collected during t he six-month projection 

14 period beginning April 1995 and ending September 1995, 

15 including the estimated true-up adjustment required as of 

16 March 1995 . 

17 

18 Q. 

1 9 

20 A. 

2 1 

22 

Hav e you prepared documents in support of your test imony? 

Yes. I h.ave j ointly prepared witb Mr. cantrell a composite 

exhibit titled •schedules Supporting Oil Backout Cost 

Recovery Factor• indicated as Exhibit No. (WNC/EAT -2). 

23 This exhibit is a summary of the detailed computation·, , 

24 prepared under my supervision and direction, to derive t he 

25 estimated Oil Backout Cost Recovery Factor. This exhibit 

2 



1 

2 

3 

4 

5 

6 

7 "!; 

cons1s t s of six documents a nd I will make re feren~es in my 

testimony to each of the 4ocuments and explain the 

development, or source, of each line i t em. I have also 

j o i ntly prepared with Mr. C&ntrell Exhi b it No . (WNC/EAT- 3) 

titled •comparison of Projected Payof f with Or iginal 

Esti mate, as of November 1994.• This exhi bi t provides a 

7 comparison o f the estimate4 payback o f the Gannon 

e conversion project with the original projec t i on submitted 

9 during the 1982 qualification hearings. 

10 

11 Q. MB. Townes, would you first please summari ze the key 

12 assumpt ions used in your derivat i on o f t he estimated 

13 fac t o r ? 

14 

15 A . Yes. The key assumptions involved with t he determii.ati on 

16 of t he f a c tor for the projec tion period a r e t he estimated 

17 fuel sav i ngs , the estimated revenue requ i r ements associat ed 

18 with the conve r t ed Gannon Units and common facil it i~s . t he 

19 es t imated energy sales, and the estimated true -up as of 

20 March 1995. 

21 

22 Q. What is t he estimat ed Oil Backout Cost Recovery Facto r 

23 which you have detennine4 for the s i x -mont h p r oje ction 

24 period ended September 1995? 

25 A~ f actor which I have determined to be appropriate f o r 

3 
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1 the projection period is . 081 cent s per kil owatt hour . 

2 This factor i s shown on line 19, of Document 1. 

3 

4 Q. 

5 

6 A. 

7 

8 

9 

Please explain the computations sho wn on Document 1. 

The computations begin with the estimated energy sales 

during the projection period shown on line 1. These 

amounts are consistent with the company's fuel adjustment 

filing i n this docket. Lines 2 through 4 ref lec t the 

10 estimated fuel savings supplied by Mr. Cantre! l. Lines 5 

11 through 10 reflect a computation of the estimated reve nue 

12 requireme nts associated with the Gannon Oil Bac kout 

13 Project. Lines 11 through 13 reflect a computation of the 

14 estimated net savings and the amount availabl~ for 

15 additional depreciation under the Clause, as determined on 

16 a six-month basis. Lines l4 through 19 reflect the 

17 computation of the Oil Backout Cost Recovery Factor 

18 including the estimated net true - up adjustment required as 

19 of March 1995. 

20 

21 Q. 

22 

23 

Ms. Townes, please explain your computation of revenue 

requirements shown on lines 5 t hrough 10. 

24 A. The computation begi ns o n line 5 with the estimate d 

25 straight - line depreciatio.n expense associated with the 

4 
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1 various components of the Plant in Service inves~ent. The 

2 monthly provisions for depreciation reflected on line 5 are 

3 based on the currently approved depreciation rates for the 

4 various components of the Plant in Service investment. 

5 Line 6 reflects the estimated interest carrying cost of the 

6 Plant in Service investment. The projected monthly 

7 interest expense is determined based on the projected debt 

8 cost applied to the average debt balance for each month. 

9 Income tax expense, shown on line 7, is computed on 

10 Document 3 . The estimated monthly property tax expense is 

11 shown as Taxes Other Than Inc01ne Taxes on l1.ne 8 . The 

12 amounts shown on line 9 repr~sent the operation and 

13 maintenance expense differential which was furnished by 

l4 Mr. Cantrell. Total revenue requirements reflected on line 

15 10 represent the sum of all revenue requirement components 

16 shown on lines 5 through 9. 

17 

18 Q. 

19 

20 

21 A. 

22 

23 

24 

25 

Ms. Townes, would you please explain Document 2 reflecting 

your computation of tbe Plant in Service inv~stment? 

Yes. Line 1 of Document 2 reflects the actual unrecovered 

jnvestment in Plant in Service at the beginning of each 

month shown. Since no additional expenditures are 

current ly anticipated, line 2 indicates no additions to 

Plant in Service. Line 5 reflects the ptovis1on f o r 

5 



1 depreciation for the period. These are the same amounts 

2 shown on line 5 ~f Documents 1 and 5. Line 6 reflects the 

3 additional depreciation permitted under the Oil Backou t 

4 Recovery Clause, equivalent to 2/3 of the esti mated net 

5 savings which is shown on line 13 of Documents 1 and 5. 

6 Line 7 reflects the estimated net unrecovered inves tment in 

7 Plant in Service at the end of the month. 

8 

9 Q. 

10 

11 

12 

13 A. 

14 

15 

16 

Ms. Townes, would you please explain fur ..:her the 

computation of income tax expense reflec ted on line 7 of 

Documents 1 and 5? 

Yes. The computation of these amounts is shown on Document 

3. Referring to Document 3, lines 1 through 5 agree with 

amounts shown as components of revenue requirements 

including those associated with additional depreciat ion, on 

17 lines 5, 6, 8, 9, 10 and 13 on Documents 1 and 5 . Llne 7 

18 r e flects the portion of depreciation on line 2 which 

19 represents depreciation of the equity portion of AFUDC 

20 capitalized during construction. As this amount is not tax 

21 deductible, it represents a •pe~ent• difference between 

22 book and tax basis of plant. Thus, this po r tion of 

23 depreciation expense tor each month must be added back to 

24 b ook income to compute ~ncome before income t axes on line 

25 s. Li ne 9 retlects the income tax expense before ra table 

6 
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1 amortization of i nvestment tax credits using an et fective 

2 income tax rate of 38.575\. Line 10 reflects the ratable 

3 amortization of investment tax credit consistent wi th the 

4 investment recovery via depreciation expense. Line 11 

5 reflects the total income tax expense which agrees with 

6 amounts shown on line 7 o f Documents 1 and 5 . 

7 

8 Q . 

9 

Ms. Townes, you indicate~ earlier that a key assumption in 

determining the factor for this projection period is the 

10 estimated true-up a~juatment require~ for the six ·month 

ll period endi ng March 1995 . Please explain the calculation 

12 of the net true - up adjustment. 

13 

14 A. 

15 

16 

17 

18 

The projected cumulative net true-up adjustment as of March 

1995 represents an overrecovery of $153,138 as sho·Nn on 

line 15 of Document 1. The true-up adjus tmen t is 

calculated on Documents 4, 5 and 6. 

19 The computation begins on Document 4 with the estimated 

20 tariff revenues to be billed under the Clause f o r each 

21 month in the period from October 1994 through ~~rch 1995, 

22 s hown on Line 1. The Oil Backout Revenue applicable to 

23 this pe r iod is then reduced by the es timated/actual cos t 

' 4 recovery under t he Clause for ea~h month i n t he period (rom 

25 October 1994 through March 1995. The amoun t s o n Line 4 a r e 

7 
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1 c~lculated on Document 5. To this true -up provis ion shown 

2 on Line 5 by month, is added the beginning of the mon th 

3 true-up and interest provision, shown on Line 6 for a 

4 cumulative end of the period net true-up before interest, 

s shown on Line 8. The resulting estimateel true-up provision 

6 at March 1995 , of $153,138 i s shown on Line 10 of Document 

7 4. 

8 

9 Q. 

10 

11 

1 2 

13 A-

What was the projected true-up amount for the six months 

ended September 1994 which was included in the Oil Backout 

cost recovery for the period October 1 994 - March 199,5? 

In the filing dated June 27 , 1994, the company projected a 

14 cumulative underrecovery of $(31,543) as of September 199~ 

15 which is currently being collected. The actual 

16 underrecovery at September 1994 was $(62,379), a~:~ reflected 

1 7 on line 6 of Document 4. The actual underrecovery at 

18 September 30, 1994, is due to higher than anticipated 

19 operat ing expense. 

20 

21 Q. 

22 

2:; 

24 A. 

25 

What is the status of the estimated payback of the Gannon 

conversion project? 

As shown on Exhibit No- (WNC/RAT -3) , titled •comparison of 

Projected Payoff with Original Bstimate, as o f November 

8 
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1 1994," cost recovery is now projected for 2001. The delay 

2 i n recovery fr~m the original projec tion submitted during 

3 the 1982 qualification hearings is due primarily to reduced 

4 estimated fuel savings, as sponsored by Mr. Cantrell . 

5 

6 Q. 

7 

8 

9 A. 

10 

Jl 

12 

Please explain any significant variances noted in the 

payoff comparison. 

Actual straight-line depreciation is less than tne original 

projection in 1982. This is due to the 1982 ~stimation of 

early retirement o f existing plant. 

13 Significant variances noted in the cost of capital and 

14 i ncome tax components are due to the current estimate being 

15 based on the approved lOOt debt financing; whereas, the 

16 original estimate was basod on conventional financing, 

17 which included a combination of d ebt and equity. Since 

18 conventional financing included an equity component., income 

19 taxes were prov i ded OlJ the return associated with the 

20 equity component. 

21 

22 

23 

2 4 

1\n estimate f or taxes other than income taxes was not 

included in the original estimate. An estimate is now 

included since property taxes can be more reasonably 

25 determined. 

9 
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1 In the otiginal estimate, revenue taxes were includerl as 

2 part of the base revenue requirement (the sum of straight -

3 line d epr eciation, cost ot capital, income taxes , taxes 

4 other than income taxes, operation and .naintenance 

5 differential, and revenue taxes). Revenue taxes are now 

6 excluded from the base revenue requirement. The Regulatory 

7 Assessment fee is i ncluded in the total to be bil led by 

8 grossing up the Oil Backout factor. 

9 

10 The net result of the changes between the origina l and 

11 current estimate is a decrease in base revenue requirement. 

12 However, t he expected additional depreciation has declined 

13 due t o reduced fuel savings. Additional depreciation is 

14 computed as t wo-thirds of the excess of fuel savings over 

15 t he base .revenue requirement determined on a six- month 

16 filing period as required under the Oil Backout Clause. 

17 

18 o. Ms. Townes, does this conclude y our testimony? 

19 

20 A. Yeo , it do es. 

21 (Transcript follows in sequence in Volume 2 .) 

22 

23 

2 4 

25 

10 
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