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3 

P R 0 C B B D I • Q 8 

(Hearing convened ot 9:40 o.m.) 

COMMIIIIOWKR OLAala Let'e coll tho hoorin~ 

4 to order. We ' ll hove the notice read. 

5 xa . Kaa~x•o• Pursuant to notice issued 

6 January 13th, 1998, thia tiae ond place have boon sot 

7 for o hearing in Docket No~. 980001-EI, fuel and 

8 purchased power cost recovery clause and generating 

9 performance incentive factor; Docket No. 98 0002-EC, 

10 conservation coat recovery clause; Docket 

11 No. 980003-CU, purchased goa odjuataont true-up, ond 

12 Docket No. 980007-EI, environmental cost recovery 

13 clause. 

14 COMMII8IOIID m.apxa we' 11 toke appeoroncos 

15 starti ng with you, Mr. stone. 

16 IOl. STOOl Thank you, Co111111issioner. My 

17 name is Jeffrey 11.. Stone. I'm with the law firm 

18 Beggs & Lane, representing Gulf Power Company in 

19 Dockets 980001, 98002, and 980007. 

20 KR. KoOBI! I James McGee, Post Of!ico 

21 Box 14042, St. Petersburg 33733, on behalf of Florida 

22 Power Corporation i n Docket 980001 ond 0002. 

23 JCJl. BIIULllrYI I'm Joaoa D. Beasley with t he 

24 low firm of Ausley & McMullen , P.O. Box 391, 

25 Tol1ahossee, Plorido 32302, and I'm here on boholC ot 

IPLOlliDA PlJliLIC 81.RVICB COIOIISSION 
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1 Tampa Electric Company in Dockets 980001, 2, and 7 . 

2 KR. BO~I commissioner Clark, my na~ ~ is 

3 Kenneth A. Hottman ot the law tirm ot Rutledge, 

4 Econia, Underwood, Purnell a nd Hottman. our address 

5 is P.O. Box 551; Tallahassee Florida 32302 . I'm here 

6 this morning on behalf of Florida Public Utilities 

7 company i n Docket Nos. 980001, 0002, and 0003. 

8 JOl. 8CKIDJD.B•r•a Good morni ng, 

9 Commissioners . Wayne Schiefelbein, Gatlin, 

10 Schiefelbein ' Cowdery, 3301 Thomasville Road, 

11 Suite 300, Tallahassee 32312 appearing on behalf of 

12 Chesapaake Utilities Corporation in the 02 and OJ 

13 dockets . 

14 KR. caiLDSI Commissioners , my name is 

15 Matthew Childs ot the ti rm ot Steel, Hoctor ' Davis. 

16 I'm appearing on behalf of Florida Power ' Light 

17 Company i n t he 01 and the 07 dockets. 

18 KR. BOW.a Commissioners, I ' m Roqer Howe 

19 with the Office ot Public Counsel, appearing on behalf 

2v of the citizens ot t h e state of Florida in the 01, 02, 

21 04 and 07 dockets. 

22 XS. XA~a Vicki Gordon Kaufman of the 

23 law tirm McWhirter, Reeves, McGlothlin, Davidson, 

24 Riet ' Bakas . I ' m appearing tor tho Florida 

25 Industrial Power Users Group in tho 01, 02 and 07 

FLORID~ PUBLIC SDVYC. COXIU88IO)I 



1 doclceta. 

2 K8 . PAOQIIa Lealie Paugh on bohalt ot 

3 Commission Statt in t he 01 and 07 dockets. 

4 D. a:D'l'I•a• Coc.hran l<eat i ng on bahalt of 

5 commission Start in tho 02 and 03 dockets. 

6 COIOC%88IOifD OLUJ:I I ' d like to indicate 

7 for the record we yeatarday had a phone call from 

9 

8 Ansley Watson who, I believe , represents Peopl .. ' s Gas. 

9 We i ndicated to him at that time that we didn ' t think 

10 i t was necessary !or h i m t o come to Tallahassee trom 

11 Tampa t o a ttend this hearing because it appeared t o us 

12 that the testiaony would be stipulated in and the 

13 results stipulated. so he ' s been excused trom this 

14 hearing. 

15 All right. Any other preliminary matters? 

16 Ms. Paugh, do you want to sort ~r give us a road map 

17 as to what we' re going to do? 

18 MS . PAOO.I Dockets 02, OJ and 07 are 

19 completely stipulated with the exception of the 

20 gonoric issue ot annuali~ation . It might be 

21 appropriate to takf> tho•o dockets tirst so that those 

22 parties may be released, and t .hen take up 01 last, 

23 which has outstanding !•sues. 

24 OOIOU88IOifD CLUJ: • Joe, I know you ' ve dono 

25 this bofor.e, but tor commiaaionor Jacoba ' benefit, 

I'LO.RIDA PUBLIC 8DVICII COJOCI88ION 
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1 fortunately fuel adjustment and conse.rvation cost 

2 recovery and environmental coat recovery, that we are 

J usually able to work things out to the satisfaction of 

4 all parties; and wh.at we do ia stipulate the testimony 

5 into the record and then approve the stipulations thdt 

6 have been agreed to by all the parties. 

7 What ma1c:e.e these cases different is that 

8 there has been a request to go to annual fuel 

9 adjustment proceedings. I had i nd icated, as 

10 prehearing officer, I thought that was an issue that 

11 should go to the full Commission. 

12 What remains to be decided by the panel is, 

13 as I understand it, whether or not we should institute 

14 a six- month or nine-month adjustment for FP&L in 

15 anticipation of what the full Commission might do. 

16 Have I characterized that correctly? 

17 xs. PAOGBI That's correct. And with 

18 respect to all of the generic issues, there has bee n a 

19 rul ing made to go to the full Commission, and a 

20 separate docket nas been set up and it has been set 

21 for a workshop already. 

22 COMX%88IOWBR CLARKI Okay. Well, it you 

23 would, would you walk me through the dockets you 

24 suggested? Was it 02, OJ, and then 07? 

25 xs . PAUGB1 That's correct. 

r..c>JtiDA PDBLIC 8DVICil COJOUSSIOif 



1 COUXSSI OJID CLARXr All right. Let ' s walk 

2 through those and get the testimony into the r ecord 

3 and approve the stipulations that were offered. 

4 ••••• 

5 KS. PAOasr With respect to the 01 docket 

6 all issues and aubissuea except the following have 

7 been stipulated by the parties: 

8 Issue 4 with respec t to FPL has not been 

9 stipulated. With respect to the remainder of the 

10 parties, is i t has been. 

11 Issue 7 with respect to FPL has not been 

12 sti pulated. With respect t o the remainder of the 

13 parties, it has been . 

14 Issue 10C has not been stipulated, end 

15 Issue 21E has not been stipulated. 

11 

16 Would the co-iasionar care to go through --

17 COJDa88IO..a CLARir 21 -- what was the las t 

18 one . 

19 

20 

xs . PAOaBt "E" as i n "ergo". 

COXJUOSIOifldl CUJUC: Now, just so I"m clear , 

21 10C and 21E are not stipulated tor any o f tho pa rt lou? 

2 2 xs. PAOaBr Those are c ompany- specific 

23 issue s to FPL, and it has not been stipulated; tha t' D 

24 correct. 

25 CONili88IOMBR CLAJUt 1 All right. Let's qo 

~IDA PUBLIC SBRVIC. COMVI88IOM 
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1 through and talte care ot the items that are stipulated 

2 and get the evidence i n the record, and then we w:.ll 

3 hear I think at th.at point it ' s appropri ate t -:. l.4a r 

4 f rom FPL with respect to their position on those 

5 issues; and then I think it ' s you, Ms. Kaufma n, we 

6 would hear from. 

7 

8 Clarlt. 

9 

KB. KAOYXAXs That's r i ght, Commissioner 

COJOU88IOJID CLARKI Anyone else? And the n 

10 Staff will aalte a recommendation, right? 

11 

1 2 

xs. PAOGX1 That i a correc t. 

OOMXXBIIOJID CLARKI Let ' s show that the 

13 t esti mony of the witnesses list ed o n Page 5 a nd 6 of 

1 4 t he preheari ng order will be admi tted i n the r ecord as 

15 t hough read. 

16 

1 7 

18 

19 

20 

2 1 

22 

23 

24 

25 
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Q. 

2 A. 

3 

4 

5 Q. 

6 A. 

7 

8 

9 

10 

11 Q. 

12 

13 A. 

fLORIDA POWER CORPORATION 

DOCKET No. 970001 -EI 

Fuel and Capactty Coat Recovery 
Final True-up Amounts for 

April through September 1997 

DIRECT TESTIMONY OF 
JOHN SCARDINO. JR. 

Please state your name and bu:alneu address. 

7 3 

My name Is John Scardino, Jr. My business address Is Post Office Box 

1 4042, St. Petersburg, Aorlda 33733. 

By whom are you employed and In what capacity? 

I am employed by Florida Power Corporation (FPC) In the capacity of 

VIce President and Controller. In addition, I also hold the position of 

Vice President and Controller of Aorlda Progress Corporation, the 

holding company of Florida Power Corporation. 

Have your dutlea and reaponaiblldea remained the uma since you Jut 

testified In this proeeadlng? 

Yes, they have. 
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a . What Is the purpose of your taatlmony? 

2 A. The purpose of my testimony is to describe the Company's Fuol Cost 

3 Recovery Clause final true-up amount for the period of Apr~l thn .ugh 

• September 1997, and the Company's Capacity Cost Recovery Clau:.: 

5 final true-up amount for the same period. 

e 

7 a. Have you prepared exhibits to your teat1mony7 

II A. Yes, I have prepared a four-page true-up variance analysis which 

II examines the difference between the estima•ed fuel true-up and the 

10 acrual period-end fuel true-up. This variance analysis is anachod to my 

11 prepared testimony and designated Exhibit No. J. lJS-1 l. Also 

12 attached to my prepared testimony and designated Exhibit No. __..!__ 

13 lJS-2) are the Capacity Cost Recovery Clauso true-up calcula tions for 

14 the April 1997 through September 1997 period. My third exhlbh will 

15 present the revenues and expenses associated with tho purchase of tho 

18 Tiger Bay facility approved In Dockot 970096-EO and tho 

17 corresponding amortization. This presentation Is also attached to my 

111 prepared testimony and designated Exhibit No. _.1_ lJS·3l. Also, I w111 

111 sponsor the applicable Schedules A 1 through A9 for tho period-to -date 

20 through September 1997, which have been previously filed whh the 

21 CommiS&ion, but have been rovlsod to elltcludu Laku Cogon sonlomont 

22 payments and CR3 replacement fuel. These schedules are also 

' 3 attached to my prep.ued testimony for ease of reference end 

24 designated as Exhibit No . ...2::_ lJS-41 . 

. 2 • 

------ -----
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Q . What Is the source of the da,ta that you will present by way of 

2 testimony or exhibits In this proceeding? 

3 A. Unless otherwise Indicated, the actual data is takon fw m the b•.),1ks and 

4 records of the Company. Tho books and records are kept In the 

5 regular course of business in accordance wi th generally accepted 

6 accounting principles and practices, and provisions of the Uniform 

7 System of Accounts as prescribed by this Commission. 

8 

9 FUEL COST RECOVE~Y 

10 Q . What Is the Company's ·jurlsdlctlonal ending balance as of September 

11 30, 1997 f or fuel cost recovery? 

12 A. The actual ending balance as of September 30, 1997 for true·up 

13 purposes Is an underrecovery of t8,219.498. 

14 

15 Q . How does this amount compare to the Company's estimated ending 

16 ba.lance Included In the October 1997 through March 1998 period? 

17 A. When the oatimatod undorrecovory of $9,062.289 to be collected 

18 during the period o f October 1997 through March 1998 Is taken into 

19 account. the final true-up attributable to tho six -month period ended 

20 September 30. 1997 Is an overrecovery of t842,791. 

2 1 

22 0 . How was the final true·up ending balance determined? 

23 A. The amount was determined In the manner set forth on Schodulo A2 

24 of tho Commission's standard forms previously submitted by tho 

2S Company on a monthly basis but adjusted to remove tho costs 1ncurrod 

. 3 . 
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by FPC associated with the recalculation of tho firm energy price to 

2 Lake Cogan Limited which amounted to $1.6 million on a retail basis, 

3 subject to final Commission order In Docket No. 961477·EO. 

4 Additionally, tho schedules were adjusted to remove tho CR3 

5 replacement fuel costs plus interest In accordance with the ccndi •ions 

6 set forth and approved in Dock.at 970261 ·EI. 

7 

8 a . W hat factors contrlhuted to the perlod~ndlng Jurisdictional 

9 underrecovery of t5.9 mUUon shown on your exhibit JS-17 

10 A. The factors contributing to the underrecovery are summarized on JS· 1. 

11 Sheet 1 of 4. Tho actual jurisdictional kWh sales were lower than the 

12 original estimate by 446,897,566 kWh. This decrease in kWh sales. 

13 attributable to abnormally mild weather, resulted In lower jurisdictional 

14 fuel revenues of $31.5 million. The $17.2 million favorable variance 

15 in jurisdictional fuel and purchased power expense was primarily 

16 at:ributable to lower system net generation resulting from abnormally 

17 mild weather. Tho replacement fuel costs associated with the CR3 

18 outage wore excluded from fuel , as presented on schedule A2 page 3 

19 of 4 line D12b, and absorbed by Florida Power or recorded as a 

20 regulatory asset In accordance with the stipulation approved by tho 

21 Commission In Docket 970261 -EI. 

22 When the differences In jurisdictional revenues and jurisdictional 

23 fuel expenses are combined, tho not result Is on undorrocovory of 

24 $14.3 million related to tho April through September 1997 period. 

25 Other factors not directly related to the period Include a $ 1 0. 2 million 

. 4 . 
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·ecovery of prior period costs and $1 .8 million In Interest. This results 

2 in the actual ending undorrecovery balance of $5.9 millic.n, as of 

3 September 30, 1997. 

4 

s a . Please explain the componenta ahown on exhibit JS· 1. Sheet 2 of 4 

6 which produced the $51 .7 million unfavorable ayatem variance from 

7 the projected cost of fuel and net purchased power transact ions. 

8 A. Sheet 2 of 4 shows an analysis of tho system variance for each energy 

9 source In terms of three Interrelated component.s: (1 I chenges in the 

10 amount IMWH'sl of energy required; (21 changes in tho h!ULUBLO, or 

11 efficioncy, of generated energy (BTU's per KWHI; and 131 changes in 

12 tho unit pric.o of either fuel consumed for gonorotlon ($ por million BTUI 

13 or energy purchases and sales (cents per KWHI. 

14 

15 a. What effect did these components have on the system fuel and net 

16 power variance for the true-up period? 

17 A. As can be seen from Sheet 2 o f 4, variances in the amount of MWH 

18 requirements from each energy source (column Bl combined to produce 

19 a coat Increase of $62.9 million. I w ill discuss this component of tho 

20 variance analysis in greater detail below. 

21 The heat rate variance f,or each source of generated energy 

22 (column C) reflected an unfavorable variance of $4.6 million. This 

23 variance waa the d irect result of having to use loss efficient fuel 

24 sources due to the nuclear unit's unavailability for dispatch. 

• 5 . 
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A cost decrease of $1 5.8 million resulted from the price variance 

(column 01, which was caused by a number of sources detaiiod on 

lines 1 through 19 of Sheet 2 of 4, of exhlblt(JS· 1). Tho m1lSt 

significant factor contributing to the favorable var iance was the large• 

than expected dbcreaso in summer heavy oil prices of $9.2 million. The 

favorable variance of $2.8 million resulted from Crystal River No. 3 

being oH-IIno and not having to remit a nuclear disposal payment 

during the true·up period. 

What were the maJor contributors to the $62.9 million cost Increase 

aaaoc'-ted with the variance In MWH requirement~? 

The oHect of the Crystal River Unit 3 outage on the costs associated 

with chcngas In generation mill Is the primary reason for the 

unfavorable vcrlcnca In MWH roqulromonts. Although this 

interrelationship is generally understood to exist, it is not readily 

apparent from tho Individual variances contained In tho • A • Schedules 

or In the analysis presented on Sheet 2 of 4 . For example, a decrease 

in tho MWH requirements of nuclear generation shows up on Schedule 

A3 and on Sheet 2 of my exhibit as a cost decrease of $10.4 million. 

While this may be correct In Isolation, the true effect of decreased 

nuclear generation Is obvlt,usly 8 corresponding Increase In the MWH 

requirements of a number of other more costly energy sources. As 

soon on Shoot 3 of 4, Columns C through G. tho result is 8 higher 

MWH use of more costly energy sources. Sheet 3 o f 4, Column B, 

also identifies the hig.her net system cost of $68.6 mlllion wh1ch results 

. 6 . 
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from the change in generation mix, even if total system MWH 

.. requirements remain unchanged. 

3 

" a . Please explain the analysis shown on Sheet 3 of 4 of JS· 1 . 

s A. This analysis quantifies tho replacement fuel cost of CR3, computed 

6 usin.g the production cost program PROMOD. Actual data for load, tuol 

7 and purchased power prices. and unit availabllitlos wore wsed in tho 

8 celculatlons. PROMOD computes the di fference In system costs with 

9 and without the nuclear unit. Crystal River 3 was assumed to operate 

10 at the originally proje~ted GPIF targets. Tho procedure used to 

11 compute replacement cost Is the same as has boon used i n previous 

12 replacement cost determinations before this Commission. 

13 

14 a . Do811 this alx·month period's ending balance Include any noteworthy 

15 adjuatmenta to fuel expense. as shown on JS-4, Schedule A 2. page 1 

18 of 4, footnote to line 6b7 

17 A. Yes, my exhibit JS-4 shows other jurisdictional adjustments to fuel 

18 expense. Noteworthy adjustmenta Include recovery of the cost of the 

19 Company's natural gas conversion projects for Intercession City P7-10, 

20 Debary P7 and P9, Bartow P2 and P4, and Suwannee P1 . 

21 

22 a. Old ratepayera benefit from the lnveatment In the Gas Conversion 

23 projects approved by the Commwlon7 

24 A. Yes. For the true-up period, the estimated system fuel savings related 

25 to the gas conversion projects was 812,669,886. The total system 

. 7 . 
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deprectation and return wes $996,637, resulting In a net system 

2 benefit to ratepayers of $11 ,663.248. A schedule o f depreciation a11d 

3 return by gas conversion unit relating to those system totals Is Include(' 

4 on JS - 1, Sheet 4 of 4. 

5 

8 Q . Has the Company paued any sulfur dioxide emission allowance 

7 transact ion& through the current or prior periods f uel l!djustment 

e c.Jauae7 

9 A. Yes. in prior six-month fuel adjustment periods, the Company has 

10 passed through $749,499 of proceeds from the mandated EPA Sulfur 

11 Dioxide Emlulon Allowance Auction as a credit to fuol expense. This 

12 amount represents the auction proceeds for the years 1993 through 

13 1996. Additionally, tho company has Incurred $743,760 of oxponso for 

14 tho purchase of 8,500 502 allowances. Under the provisions of tho 

15 Clean Air Act Amend menu of 1990 a percentage of Florida Power 's 

18 allowances are withheld each year to populate a pool of allowances 

17 which EPA offers for sale at auction. Anyone can purchase but tho 

111 real intent of the allowance pool was to ensure that allowances would 

19 be available for new units or new entrants to the energy market. Once 

20 these allowances are sold, proceeds are returned to the company 

21 which provided the allowances. 

22 During the current true-up period, the Company Incurred $207,600 

23 of expense for the purchaao of 2,400 EPA Sulfur Dloxido Emission 

24 Allowances. The expense was almost entirely offset from the 

25 $207,305 of proceeds received from tho sale of 1,952 EPA 507 

. 8 . 
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allowances for 1997. Florida Power looked ahead to tho post·2000 

2 time period when the Company will need to hold sufficient allowances 

3 to cover expected emissions. Projecting a deficit, Florida Power 

• entered tho 502 market and purchased allowances at a price 

5 considerably below the cost of other compliance options. Since the 

6 purchase was funded by the proceeds from tho sale of withheld 

7 allowances, only the diHerenct~ of 8295 was included In recoverable 

a fuel costs. In the future Florida Power may purchase additional 

9 allowances depending on market conditions and th11 Company's 502 

10 compliance status. 

11 

12 a . Were there any other unusual coati Included In the current true·up 

13 perlod7 

14 A. Yes. On January 20, 1997, Florida Power entered Into an agreement 

15 with Tiger Bay Umit.ed Partnership to purchase the Tiger Bay 

16 cogeneration facility and terminate five related purchase power 

11 agreements (PPAs). The purchase, approved pursuant to a stipulation 

18 in Docket No. 970096-EO, was closed on July 16, 1997, at which time 

19 Tiger Bay became one of Florida Power's generating facilit ies. Under 

20 the terms of the stipulation, Florida Power will continue to collect 

21 revenues from Its ratepayer ' a as If the five related PPAs were still In 

22 effect. The revenues collected would then be used to offset all fuel 

23 expenses relating to the Tlgar Bay facility and interest applicable to the 

24 unamortized balance of tho retail ponlon of the Tiger Bay regulatory 

25 asset, with any remaining recovery used to amortize tho principle of 

. 9 . 



REVL SED IZ/19/97 

22 
1 the regulatory asset. Approximately $76 million of the purchase pric~ 

2 was included In the rate base. The remaining amount was 1>0t up as a 

3 regulatory asset for both the wholesale and retail junlsdictions. 

4 according to Florida Power's jurisdictional separation at that time. 

5 The method for amortizing the Tlger Bay regulatory asset approved 

6 in the stipulation, using PPA revenues minus fuel expense and Interest, 

7 results In the retail regulatory asset being fully amonized by January 

8 2008. As of the period ending September 30, 1997. tho Tlger Bay 

9 retai l regulatory asset balance, computed in accordance with the 

10 approved stipulation, and presented on JS·3. Sheet 1 of 1, stands at 

11 $360.676.037. 

12 

13 CAPACITY COST RECOVERY 

14 a. What Is the Company's jurlsdlctlonal ending balance aa of September 

15 30, 1997 for capacity cost recovery? 

16 A . The actual ending balance as of September 30, 1997 for true· UP 

17 purposes Is an underrecovery of 16.593.565. 

18 

19 a . How does thla amount compare to the Company's eatlmeted ending 

20 balamce Included ln the October 1997 through March 1998 period? 

21 A. When the estimated underrecovory of $8,361,941 to be collec ted 

22 during the period of C'ctober 1997 through March 1998 Is taken into 

23 account the final true·up attrlbut.oblo to tho six month peri od ended 

24 Sept•ember 1997 period Is an overrecovory of 11.788.376 . 

• 10 • 
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a. Ia this true-up calculation consistent with the true-up methodology 

2 used for the other coat recovery clauses? 

3 A. Yes. The calculation of the final net true-up amount follows the 

4 procedures established by this Commission as set forth on Schedule A2 

5 "Calculation of True-Up and Interest Provision" for the Fuel Cos. 

6 Recovery Clause, but was adjusted to remove the costs incurred by 

7 Florida Power relating to tho change in capacity rates and the buyout 

8 payments to Lake Cogan Limited that amounted to 83.3 mill ion. Also 

9 excluded were the costs Incurred by Florida Power for buyout 

10 payments to Orlando Cogan that amounted to $6.4 million and are 

11 subject to approval in Docket 961184-Ea. 

12 

13 a . What factors contributed t o the actual period-end underrecovery of 

14 $8.6 million? 

15 A. My exhibit JS-2, Sheet 1 of 3, entitled "Capacity Cost Recovery Clause 

16 Summary of Actual True-Up Amount," compares the summary items 

17 from Sheet 2 of 3 to tho original forecast for tho period. As can be 

18 seen from Shoot 1, tho actual jurisdictional capacity cost revenues 

19 were $7,286,672 lower than forecasted duo to lower kWh usage 

20 resulting from milder than anticipated weather. Net capacity expenses 

21 wore $1 .0 million lower duo to several cogonerators not moetlng their 

22 contractual capacity factors. 

23 

24 a . Does this conclude your testimony? 

25 A. Yes. It does. 

• 11 • 
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DOCKET No. 980001 ·EI 

Levellzed Fuel and Capacity Cost Factors 

April t hrough September 1 998 

DIRECT TESTIMONY OF 

KARL II. WIELAND 

a. Please state ycur name and business uddross. 

2 4 

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

3 140 42, St. Petersburg, Florida 33733. 

4 

5 a . By whom ar e you employed and In what c.apaclty? 

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

7 Planning. 

8 

9 a. Have the duties and responsibilities of your position with the Company 

10 remained the same since you last t eetlfled In this proceeding? 

11 A. Yes. 

12 

13 a. What Ia the purposa of your t estimony? 

14 A. Tho purpose of my testlmony is to present for Commission approval 

15 tho Company's Ieveii zed fuel and capacity cost factors for the period 

16 of April through September 1998. My testimony also presents a set 

17 of contingent fuel cost factors that contain three months of 



2 5 

replacement fuel costs associated with the extended outage of tho 

2 Crystal River 3 nuclear plant (CR3l which, in accordance with tho 

3 stipulatloh approved by tho Commission in Docket No. 970261 ·El, 

4 Ronida Power is entitled to recover over a 1 2-month period aft•H CR3 

5 has returned to service. Florida Power asks that these contingen , ruel 

6 co~ factors oe approved for the April · September 1 998 peri od subject 

7 to confirmation that CR3 has returned to service before the beginning 

a of the period. 

9 

10 Q . Do you have an exhibit to your testimony? 

11 A. Yes:. I have prepared an exhibit anached to my prepared testimony 

12. consisting of Parts A through G and the Commission· s mini mum f1llng 

13 requirements for those proceedings. Schedules E1 through E1 0 and H1, 

14 which contain the Company's levelized fuel cost factors and the 

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

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

17 Company's capacity cost recovery factors and supporting data. Part 

18 E contains a calculation of cost.s the Company proposes to recover 

19 during the period for the conversion of an additional combustion 

20 turbine to natural gas firing. Part F recomputes the Company's true· 

21 up balances through November 1997 to exclude replacement power 

22 costs and related Interest associated wit.h tho extended outage of CR3. 

23 as well as any costs associated wi1h the Lake Cogan settlement 

24 recently disapproved by the Commission In Docket No. 9614 77-EO. 

25 Part G calculates contingent fuel cost factors which include the 

. 2 . 
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stipulated replacement fuel costs that Florida Power will be enth!~Jd to 

recover if CR3 returns to service before the projection period. 

3 

4 FUEL COST RECOVERY 

5 0 . Please describe the ievellzed fuel cost fac tors calculated by the 

6 Company f or the upcoming projection period. 

7 A. Schedule E1, page 1 of the "E" Schedules in my exhibi t, show s tho 

8 calculation of the Company's basic fuel cost f:Jctor of 2.015 ¢/kWh 

9 (before line loss adjustment). The basic factor consists o f a fuel cost 

10 for the projection period of 2.0 179 ¢/kWh (adjusted for jurisdictional 

11 losses), a GPIF reward of .00683 ¢/kWh, and an estimated true-up 

12 credit of 0.01 17 ¢/kWh. 

13 Utilizing t.his basic factor, Schedule E1 ·D shows the calculation 

14 and supporting data for the Company's levelizod fuel cost factors for 

15 secondary, primary, and transmission metering tariffs. To accomplish 

16 this calculation, effective jurisdictional sales at the secondary level are 

17 calculated by applying 1% and 2% motoring reduc tion factors to 

18 primary and transmisslon sales (forecasted at meter lovell. This is 

19 consistent w ith the methodology being used in the development of the 

20 capacity cost recovery fac tors. 

21 Schedule E1 ·E develops tho TOU fac tors 1.291 On-peek and 

22 0.842 Off-peak. Tho lovellzed ·fuel cost factors (by motoring voltage) 

23 are then multiplied by the TOU factors, which results in the final fuel 

24 factors to be applied to customer bills during the projection period. 

25 The final fuel cost factor for residential service Is 2.018 ¢/kWh. 

3 • 
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2 a. What Is the change In tho fuel factor from the current to the projected 

3 period? 

4 A. The average fuel factor increases from 1.821 to 2.015 cents per kWh, 

5 an increase of 10. 7%. 

6 

7 a. Please explain the reasons for the Increase. 

8 A. The primary reason for the increase in the fuel factor is that the 

9 summer period Is typically a higher cost period than the winter period 

10 because of significantly higher ccnsumptlon. System requirements 

11 !Schedule E·1, line 201 are 3,840 GWh or 24% higher during upcoming 

12 April · September summer period than they were during the prior 

13 October through March winter period. Since the least expensive 

14 sources of generation. nuclear and coal. are fully utilized during both 

15 periods. the additional generation required during the summer period is 

16 supplied by moro expensive oil and gas fired unitS and by purchases. 

11 The change in fuel mix Increases the cost of generation 8.6% from 1.6 

18 to 1. 74 cents/kWh. The prices for oil end coal in this projection are 

19 actually lower than prices forecast tor the October through March 

20 period. 

21 A more subtle but significant seasonal factor Is the change In 

22 Unbllled Sales (fino 21 I between the summer and w inter periods. 

23 Unbilled Sales change 1, 164 GWh from the current winter period to the 

24 projected summer period. This change alone increases tho fuel factor 

25 in the summer period by 0 . 14 cents/kWh or 8% . 

• 4 • 
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There are no other unusual assumptions or events lncloded r'l this 

~ projection that contribute to the increase In the fuel factor. 

3 

4 a . In accordance w ith the st.lpulatlon approved by the Commission In 

5 Docket No. 970261·EI. Florida Power Is entltled to recover $32.3 

6 million (retal rortlon excluding interest) In replacement fuel costa Oll,)r 

7 a 12·mont h period aher CR3 returns to u rvlce and o!)8rates fo• 14 

8 days. How has that recovery amount been treated In this fRing7 

9 A. Aorida Power expects that CAl will be fully operational, as defined in 

10 tho stipulation, before the April · September 1998 projection period. 

11 However, since CR3's operational status cannot be known w ith 

12 certainty at the time of this filing, Florida Power has not included the 

13 stipulated recovery amount in the calculation of Its fuel cost factors 

14 shown in the ·e· Schedules of my axhlblt. Instead. I have presented 

15 t l _ calculation of contingent fuel cost factors that include the 

16 stipulated recovery amount In Pan G of my exhibit. 

17 Florida Power asks that these contingent fuel cos t factors be 

18 approved In the event CR3 Is fully operational at the time of the 

19 February hearings. In the event CR3's operational status cannot be 

20 confirmed at the time of the hearing, Florida Power asks that the 

21 contingent fuel cost factors be approved conditionally. Under this 

22 condi tional approval, tho contingent fuel cost factors would become 

23 effective for the April • September 1998 period only If Florida Power 

24 files a notice with tho Commission by March 27, 1998 (tho first day of 

. 5 . 
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April cycle billings) certifying that CR3 has satisfied the operational 

2 requirements o f the stipulation. 

3 

4 a . What portion of the stipulated replacement fuel costa would be 

5 recovered through the contingent fuel coat factors during the April • 

6 September 1998 perl.od7 

7 A. Part G of my exhibit ahows that $18,371,207, or 0 . 10705 cen~'l per 

8 kWh (Schedl•le E 1, line 28bl. of the stipulated recovery amount would 

9 be recovered in the April • September 1998 period. This amount was 

10 calculated by taking the retail amount of stipulated replacement fuel 

11 costs ($32.3 million), adding interest ($ 2.28 million), then dividing the 

12 totel by projected jurisdictional sales for the 12-month period from April 

13 1998 through March 1999. The resulting factor of 0.1070 5 cents per 

14 kWh Is then multiplied by projected sales for the upcoming April -

15 September 1998 period to arrive at the $18.4 million six -month 

16 recovery amount. 

17 

18 a. What will be the effect on residential rates of Including the stipulated 

19 replacement fuel amount In the fuel cost factors for the Ap;ll · 

20 September 1998 perlod7 

21 A. Adding the stipulated replacement fuel amount w ill Increase the fuel 

22 cost factors by 0.107 cents per kWh. The typical re sident!::~l bill for 

23 1,000 kWh would be $86.72, resulting in a $0.89 (1 %) increase from 

24 cunent rates, Instead of a $0.21 decrease without the replacement fuel 

25 amount, or a change or $1 . 1 0 . 

. 6 . 
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Q. What Is Included In Schedule E1, line 4 , · Adjustments t o Fuel Cost"? 

2 A. Une 4 shows the recovery of the costs associated with conversion of 

3 nine combustion turbine units to burn natural gas instead of distillate 

4 oil. Recovery of the conversion of Intercession City un·ts 7 through 

5 10, Debary units 7 & 9, Bartow units 2 & 4 and Suwannee ~.""'it 1 have 

6 already been approved by this Commission. In this filing the Company 

7 is requPsting approval to add the conversion costs of an additional unit 

8 located at Suwannee beginning In June, 1998 

9 

10 Q . What Is Included In Schedule E1, line 6, "Energy Cost of Purchased 

11 PowerA7 

12 A. Uno 6includes energy costs for the purchase of 50 MWs from Tampa 

13 Electric Company and the purchase of 405 MWs under a Unit Power 

14 Sales (UPS) agreement with the Southern Company. Beginning 

15 January 1998, the SERC ratings of the units supporting this purchase 

16 will be revised to 406 MW. The capacity payments associated with the 

11 UPS contract are based on the original contract of 400 MW. The 

18 additional 5 MW are the result of reviser. SERC ratings for the five units 

19 involved in the unit power purchase, providing a benefit to Florida 

20 Power Corporation in tho form of reduced costs per kW. Both of these 

2 i contracts have bean In place and have boon approved tor cost recovery 

22 by the Commission. Capacity costs for these purchases are Included 

23 In the capacity cost recovery factor. 

0 7 0 
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a. What Ia Included In Schedule E1 , line 8, "Energy Cost of Economy 

2 Purchases (Non·Brokerl"7 

3 A. Line 8 includes energy costs for purchases from Seminole Electric 

4 Cooperative (SECII for load following. off-peak hydroelectric purch11ses 

5 from the Southeast Electric Power Agency (SEPA). and mlscellaneo· •s 

6 economy purcnases from within or outside the state which ore not 

7 made through the Florida Broker System. The SECI contract Is an 

8 ongoing contract under which the ComJjany purchases ener~;~y from 

9 SECI at 96% of its avoided fuel cost. Purchases from SEPA are on an 

10 as·avallable basis. There are no capacity p'Jyments associated with 

11 either of these purchases. Other purchases may have non· fuel 

12 charges, but since such purchases are made only if the total cost o f 

13 the purchase is lower than tho Company's cost to generate the energy, 

14 it is appropriate to recover the associated non· fuol costs through tho 

15 fuel adjustment clause rather than tho capacity cost recovery factor. 

I S Such non· fuel charges, If any, are reponed on line 10. 

17 

18 a . Please ox plain the entry on Schedule E 1. line 17. ·Fuel Coat of 

19 Stratified Sales." 

20 A. The Company has a .wholesale contract with Seminole for the sole of 

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

22 703 MW. The fuel cons charged to Seminole for those supplemental 

23 sales are calculated on a "stratified" basis. in a manner which recovers 

24 the higher cost of Intermediate/peaking generation used to provide tho 

25 energy. The Company aloo has wholesale contracts wi th the municipal 

. 8 . 
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utilities of Kissimmee and St. Cloud and with Georgia Power Company 

under which fuel costs are charged in a similar manner. The fuel costs 

of wholesale sales are normally included in the total cost of fuel and 

net power transactions used to calculate the average system c.1st per 

kWh for fuel adjustment purposes. However, since tho fuel co~ts o f 

the Stratified sales are not recovered on an average cost basis, an 

adjustment h'ls boen made to removo those costs and thtl ruiated kWh 

sales from the fuel adjustment celculatlon In the same manner that 

interchange sales are removed from the calculation. This adjustment 

is necessary to avoid an over-recovery by the Company which would 

result from the treatment of these fuel costs on an average cost basis 

in this proceeding, while actually recovering the costs from tl•ose 

customers on a higher, stratified cost basis. The development of this 

adjustment Is shown on Schedule E6. 

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

developed? 

The estimated true-up calculation implements the provision of the CR3 

stipulation requiring the exclusion of all CR3 replacement fuel costs 

untll aher the unit has retumed to normal operations. In order to 

calculate a proper true up amount for the April t.hrough September 

1998 period, replacement fuel costs and associated interest, along with 

costs associated wi th the La1(0 Cogan settlement which had previously 

boon Included in fuel undorrecovery balances reported in tho 

Company's "A" Schedules, were removed. Pan F of my exhibit shows 

. 9 . 
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the development of th is adjustment. This results In .a restated 

2 Nov·ember 1997 balance of $9.053,198. The balance was projected 

3 to t he end of March 1998, Including interest estimated at the 

4 November ending rate of 0.462% por month. Tho dovolopmo:\1 of the 

s estimated true-up amount for the current October 1997 throu gh ,,•arch 

6 1998 period is shown on Schedule E 1 B. Shoot 1 and summarized on 

7 Schedule E 1 A . The current period estimated over· recovery of 

8 $1 0, 226,809 was combined with the prior period ending balance of 

9 $(8.219.4981 for a total over-recovery of $2,007,311 at the end of 

10 March 1998. This results In an estimated true-up credit on fino 28 of 

11 Schedule E 1 (Basic) of 0 . 1 1 70 ¢/kWh for application In the April 

12 through September 1998 projection period. 

13 

14 a . What are the primary reasons for the projected March 1998 over-

I S recovery of $2.0 mUIIon? 

16 A. The $8.2 million actual under-recovery for the period ending September 

11 1997 being rolled forward into the current period, and lower than 

t 8 expected oil prices, were the primary factors contributing to the $2.0 

19 million over-recovery in March. 

20 

21 a. Please explain the procedure l or forecasting the unit cost of nuclear 

22 fuel . 

23 A . Tho cost per million BTU of the nuclear fuel which will be in the reactor 

24 during the projection period (primarily Cycle 11 , following tho refuelfng 

25 outage) was developed from the projected cost of fuol added duung 

- 10 -
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the current period's refueling outage and the unamortized investment 

cost of the fuel remaining In the reactor from the prior cycle (Cycle 1 Ol. 

Cycle 11' conslst.s of several "batches, • of fuel assemblies which are 

sep21ra tely accounted fo r throughout their lifo in several fuel cycles. 

The cost for each batch Is determined from the actual cost incurr .. 1 by 

the Company, which is audited and reviewed by the Commission's field 

audi tors. The expected available energy from each batch over its lifo 

is developed from an evaluation of various fuel management schemes 

and estimated fuel cycle lengths. From this Information, a cost per unit 

of energy (cents per million BTU) ts calculated for each batch. 

However, since the rate of energy consumption Is not uniform among 

the Individual fuel assemblies and batches within the reactor core. an 

estimate of consumption within each batch must be made to properly 

weigh the batch unit costs In calculating a composite unit cost for the 

overall fuel cycle. 

How waa the rata of anergy consumption for each batch w ithin Cycle 

1 1 estimated for the upcomln111 projection period? 

The consumption rate of each batch has been estimated by utilizing a 

core physics computer program which simulates reac tor operations 

over the projection period. When this consumption pattern Is applied 

to the individual batch costs, the resultant composite Cycle 11 is 

$0.327 per million BTU. 

• 1 1 • 
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0. Would you give a brief overview of the procedure used In developing 

2 the projected fuel cost data from which the Company's baaic fuel cost 

3 recovery factor waa calculated? 

4 A. Yes. The process begins with the fuel price forecast and the ~vstem 

5 sales forecast. These forecas1s are input into PROMOD. alonb with 

6 purchased power Information, generating unit operating characteristics, 

7 maintenance schedules, and other pertinent data. PROMOD rhen 

8 computes system fuel consumption, replacement fuel costs. and 

9 energy purchases and costs. This data is Input Into a fuel inventory 

10 model, which calculates average inventory fuel coslS. This information 

11 is the basis tor the calculation of the Company's levelized fuel cost 

12 factors and supporting schedules. 

13 

14 Q. What Ia the source of tha system sales forecast? 

15 A. The system sales forecast Is made by the Forecasting section of the 

16 Business Planning Department using the most recently available data. 

17 The forecast used for this projection period was prepared In June 

18 1997. 

19 

20 0 . Is the methodology used to produce the sales forecast for this 

21 projoctlon period the same ea prevloullly uoed by the Company In these 

22 proceedings? 

23 A. The methodology employed to produce the forecast for the projection 

24 period Is tho same as used In the Company's most rec~o t filings. and 

. 12 . 
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was developed with an econometric forecasting model. The forecast 

2 assumptions are shown in Part A of my exhibit. 

3 

4 a . What Is the source of the Company's fuel price forecast ? 

s A. The fuel price forecast was made by the Fuel and Special Pn .. ;llcts 

6 Department based on forecast assumptions for residual oil, .f/2 fuel oil , 

7 natural gas, and coal. The assumptions for tho projection period are 

s shown in Part B of my exhibit. The forecasted prices for aa .. ~ o fuol typo 

9 are shown in Part C. 

10 

11 a. Please explain the basis for requesting recovery of the cost of 

12 converting Suwannee combustion turbine unit 13 to burn natural gas. 

13 A. In Docket No. 850001 -EI·B, Order No. 14546 Issued on Jluly, 1985, 

14 the Commission addressed charges appropriate for recovery through 

15 the fuel clause: 

16 "Fossil fuel-related costs normally recovered through base 

17 rates but which were not recognized or anticipated In tlhe 

18 cost levels used to determine current base rates and 

19 which, if expended, will result In fuel savings to 

20 customers. Rec,overy of such costs should be made o 1 a 

21 ease by ease basis after Commission approval. e 

22 Since August of 1995, lhe Company has converted Intercession City 

23 unlt:s 7-10, Debary Units 7 & 9, Bartow Units 2 & 4 and St wannoe 

24 Unit 1 to bum natural gas. The Commission aulhorized the Company 

25 to recover the conversion cost , including a return on investment . 

• 13 • 
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over a five -year period in Order No. PSC-95-1089-FOF-EI dated 

2 September 5, 1995. The Company is asking the Commission for the 

3 same treatment for one additional units. The conve-rsion cost lor 

4 Suwannee Unit 3 Is $1 .9 million. This cost was not part of the cost 

5 of the unit when they were Included in rate base as part of the 19 :>3 

6 test year. 

7 

8 Q. How Ia Roride Power proposing to recover the conversion cost? 

9 A. The Company proposes to amortize the $1 .9 million conversion cost 

10 over a five year period beginning wi th th3 plant In-service dato of 

1 1 June, 1998. The projected cost during the April 1998 through 

12 September 1998 period Is $173, 126 which consists of an 

13 amortization charge of $110,834 and a return (including Income 

14 taxeo.s) of $62,291 basad on the Company's current cost of capital of 

15 8. 37 %. The fuel savings for the same period are expected to be 

16 $225,000 resulting In a net benefit to customers of $51 ,875. During 

17 tho fivo year amortization period, the conversion is estimated to 

18 reduce fuel cost by $3.2 million In nominal Dollars for a net benefit 

19 of $800,000. 

20 A monthly schedule of amortization expenses and projected fuel 

21 savings for April through September 1998 Is attached as Part E of 

22 my exhibit. 

• 14 • 
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a. Why Is the Company proposing a five-year amortization period rather 

2 than expenalng the conversion cos1 or depreciating It over the Ufe of 

3 the unlta? 

4 A. The Company chose five years in order to align recovery of cost with 

5 anticipated benefits. The Company is relying on the availability of 

6 interruptible gas transportation for the delivery of gas to the site 

7 because firm (take or pay) contracts ore not economical for a low 

8 capacity factor peaking site. The Company is confident that 

9 interruptible gas will be available In sufficient quantity to power the 

10 two units at the site for the next five years. The Company hopel\ that 

11 some gas will be available beyond that time which will yield 

12 additional savings, but we believe it more appropriate to recover 

13 costs during the time when the majority of benefits are expected to 

14 occur. Amortizing the conversion over the life of the units could 

15 burden future customers w ith costs that do not have corresponding 

16 benefits. 

17 

18 a. What Ia the Company proposing to do If expected fuel savings are 

19 not achieved? 

20 A. As It has done for previous conversions, the Company is willing to 

21 assume tho risk for achieving projoctod fuel savings. If fuel savings 

22 during any annual period are less than the amortization and return 

23 costs, we will llrr.it cost recovery to fuel savings and defer rocove• -; 

24 of the difference to future periods. In no case w ill the Company 

- 15 -
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collect an amount greater than tho fuel savings, making this a no-los•~ 

2 proposition for cust omers. 

3 

4 CAPACITY COST RECOVERY 

5 0. How was the Capacity Coat Recovery factor developed? 

6 A. The calculation of the capacity cost reco~o~ery factor ICCRFl is shown 

1 in Part D o f my exhibi t. The factor allocates capacity costs to rate 

a classes in the same manner that they would be allocated If they were 

9 recovered in base rates. A brief explanation of the schedules ln the 

1 o exhibit follows. 

11 Sheet 1· Projected Capacity Pnymonts. This schedule contains 

12 system capacity payments for UPS. TECO and OF purchases. The 

13 retail portion of the capacity payments are calculated using 

14 separation factors from the Company's most recent Jurisdicti onal 

15 Separation Study. 

16 Sheet 2· EstimatedLActuaL!w~Up. This schedule presents the 

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

18 and re-forecasts the overl(under) recovery balances for the next four 

19 months to obtain an ending balance for the current period. This 

20 estimated/actual balance of $4,007, 164 Is then carr ied forward to 

21 Sheet 1, to be refunded during tho April through September 1998 

22 period. 

23 SbaAL3=-DOll.alo;.amOilLOt Jurls.cticllonaLLou Multipliers. Tho 

24 same delivery efficiencies and loss multipliers presented on Schedule 

25 El -F. 
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Sheet 4· Calculatioo oJ.12..CP....aruiAnoUBLAv.er~e..Demarui 

2 The calculation of average 12 CP and annual average demand Is 
. 

3 based on 1996 load research data and tho delivery efficle,ncies on 

4 Sheet 3. 

5 Sheet 5: CalculatiorLOLCapacil.V CosLRecollOIV. Fac\."'>£5. The 

6 total demand aliocators In column (7) are computed by adding 12/13 

1 of the 12 CP demand allocators to 1/ 13 of the annual average 

8 demand allocators. The CCRF for each secondary delivery rete class 

9 In cents per kWh Is the product of total jurisdictional capaci tY costs 

10 (Including revenue taxes) from Sheet 1, times the class demand 

11 allocation factor, divided by projected effective sales at the 

12 secondary level. The CCRF for primary and transmission rate classes 

13 reflect the application of metering reduction factors of 1% and 2% 

14 from the secondary CCRF. 

15 

16 a. Please discuss the Increase In capacity payments compared to the 

17 prior alx·month period. 

18 A . The Increase in capacitY payments !rom $143.2 mlllion in the 

19 October 1997 through March 1998 period to $144.9 million for the 

20 April through September 1998 period is due to the escala tion to the 

21 1998 payment $Chedule. No new contracts begin before SepteMber 

22 1998. The decreaso in rates, exhibited on Sheet 5 of Part D on a 

23 cent s par kWh basis, i'l due to the greater amount of kWh sales 

24 projected for tho summer period as compared to the currant period . 

. 17 . 



4 1 

Q . Does this conclude your test imony? 

2 A. Yes. 
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fLORIDA P OWER CORPORATION 

DOCKET No. 970001-EI 

Re: GPIF Reward/Penalty Amount for 
April through September 1997 

DIRECT TESTIMONY OF 
DARIO B. ZULOAGA 

a . Please state your name and bualneaa addreaa. 

4 2 

2 A. My name is Dario B. Zuloaga. My business address is P. 0 . Box 14042, 

3 St. Petersburg, Florida 33733. 

4 

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

6 A. I am emplc.yed by Florida Power Corporation as a Principal Engineer In 

7 Energy Supply, Performance Services. 

8 

9 a. What are your responalbDitles aa Principal Engineer? 

10 A. As a Principal Engineer, I am responsible for compiling and reporting 

11 various operational statistics regarding the Company's generating 

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

13 information and material required by the Commission's GPIF 

14 mechanism. 

15 

16 a. What Is the purpose of your testimony? 

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

18 Company's Goneratlon Performance Incentive Factor (GPIFI amount for 

19 tho period of April through September 1997. This was dovelopod by 
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comparing tho actual performance of tho Company·s ~\x GPIF 

2 generating units to the approved targets sot for these units prior to the 

3 period. 

4 

5 a . Do you have an exhibit to your testimony In this proceeding? 

6 A. Vos, under my direction an exhibit (DBZ· 1 ) has been prepared 

7 consisting of •he numbered sheets which are attached to my prepored 

a testimony. The exhibit contains the schedules required by the GPIF 

9 Implementation Manual, which support tho development of the 1ncen!ivo 

10 amount. I have also Included other data forms to supplement tho 

11 required schedules. 

12 

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

14 A. I have calculated the Company's GPIF incentive amount to be a reward 

15 o f $ 1.172.147. This amount was developed in a manner consistent 

16 with the GPIF Implementation ManuaL Sheet 1 of my exhibit shows the 

17 calculation of system GPIF points and the corresponding reward. Tho 

18 summary of weighted Incentive points earned by each individual unit 

19 can be found on Sheet 3. 

20 

21 a . How were the Incentive polnt.a ·for equivalent availability and heat rete 

22 calculated for the Individual GPIF unlts7 

23 A. The calculation of incentive points is made by comparing tho adjusted 

24 actual performance data for equivalent availability and heat rote to tho 

26 target performance Indicators for each unit. This comparison is shown 

. 2 . 
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10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

a. 

A. 

4 4 

on the Generating Performance Incentive Points Table found In Shoots 

8 through 14 of my exhibit. 

Why Is It necessary to make adjustments to the actual performance 

data for comparison w ith the targets? 

Adjustments t.o the actual equivalent availability and heat rate data 1ro 

necessary to allow their comparison with tho "target" Point Table 

exactly as approved by tho Commission prior to tho period. Those 

adjustments are described in the Implementation Manual and aro further 

explained by a Staff memorandum, dated October 23. 1981, directed 

to the GPIF utilities. The adjustments to the actual equivalent 

availability concern primarily the difference between target and actual 

planned outage hours for all the GPIF units and aru shown on Sheet 6 

of my exhibit. The heat rate adjustments concern tho differences 

between the target and actual Net Outpul Factor INOFI. and are shown 

on Shoot 7. The methodology for both tho equivalent availability and 

heat rate adjustments are explained In tho Staff memorandum. 

In ad<iltlon, Florida Power has made an adjustment to the actual 

equivalent availability data to remove maintenance hours and load 

deratings associated with en algae Infestation which occurred in the 

Gulf of Mexico and traveled Into tho intake canal of Anclote Units 1 and 

2. The algae infestation caused pluggage problems in tho steam 

condensers and tho circulating water system which prevented the units 

from returning to service until tho Infestation dispersed. Florida Power 

believes this event Is properly classified as a natural disaster. tho 

- 3 . 
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eHects of which are to be excluded from the EAF calculation according 

2 to the Implementation Manual. The total maintenance hours removed 

3 were 194.80 for Unit 1, and 230.03 for Unit 2. The total derated hours 

" wore 18.80 for Unit 1, and 9.46 for Unit 2. Sheet 6 of my exhibit also 

5 contains the details for the algae infestation adjustment. 

6 

7 a. Have you prcvlded the as-worked planned outage schedules for the 

8 Company's GPIF units to support your adjustments to actual equivalent 

9 avaHabUity7 

10 A. Yes, Shoot 23 of my exhibit shows a comparison of target and actual 

11 planned outage hours in bar-chart form. Sheets 24 and 26 prosont as· 

12 worked critical path charts for each unit which experienced o plonnod 

13 outage during the period. 

14 

15 a. Does thla conclude your testimony? 

16 A . Yes. 

- 4 . 



FLORIDA POWER CORPORATION 

DOCKET No. 98000 1-EI 

GPIF Targets and Ranges for 

April through September 1998 

DIRECT TESTIMONY OF 

DARIO 8. ZULOAGA 

a. Please atata your nama and bualneaa addren. 

4 6 

2 A. My namo Is Darlo B. Zuloaga. My business address is Post Dffico Box 

J 14042, St. Petersburg, Florida 33733. 

4 

5 a. By whom are you employed and In what capaclty7 

6 A. I am employed by Aorlda Power Corporation as a Principal Engineer In 

7 Energy Supply, Performance ServJc.es. 

8 

9 a. Have the duties and reaponalbllltlea of your poaltlon with the Company 

1 o remained the aama alnca you lilt taetlflad In thla proceeding 7 

11 A. Yea, they have. 

12 

1 J a. What Ia the purpose of your testimony? 
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A. The purpose of my testimony Is to present the development of the 

2 Company's Generating Performance Incentive Factor (GPIFI targets and 

ranges for the period of April through September, 1998. This 

4 development includes the targets and Improvement/degradation ranges 

5 for unit equivalent availability and unit average net operating heat rate 

6 In accordance with the Commission's Generating Performance 

7 Incentive Implementation Manual. 

8 

9 a. Do you have an exhibit to your t estimony? 

10 

11 

12 

13 · 

14 

15 

16 

17 

18 

19 

20 

21 

A. 

a. 

A. 

Yes. I will sponsor an exhibit containing 75 pages. which consists of 

the GPIF standard form schedules prescribed In the Implementation 

Manual and suppontng data, including unplanned outage rates. net 

operating heat rates, and computer analyses and graphs for each of the 

individual GPIF units, all of which are anached to my prepared 

testimony. 

Which of the Company's generating unt•a have you Included In the 

GPIF program for the upcoming proJection period? 

We have Included the same units as were Included for the current 

period, Crystal River Units 1, 2, 4 and 5 and Anclote Units 1 and 2. 

The Crystal River 3 Nuclear Unit Is scheduled to be available for service 

. 2 . 
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starting in January, 1998. Therefore, we have reinstated Crvstal River 

2 3 as part of the GPIF units. 

3 

4 a. Have you determined the equivalent avaUabUity terget e and 

5 improvamantldagradatlon ranges for the Compiny's OPIF unital 

6 A. Yes, I have. This inf ormation is included in the Target and Range 

7 Summary on page 3 of my exhibi t. 

8 

9 

10 

1 1 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

a. 

A. 

How were the equivalent avaUability targets developed? 

The equivalent availability targets were developed using tho 

methodology ostabllshed for the Company's GPIF units, as sot forth In 

Sec'tlon 4 of tho Implementation Manual. This method doscrlbos tho 

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

for the four Individual unplanned outage ra tes (I.e. forced. partiDI 

forced, maintenance and partial maintenance outage rates!. which In 

combination constitute the unit's equivalent unplanned outogo rate 

(EUOR). From operational data and these graphs. the Individual tltrgot 

rate:s are determined by inspecting two years o f twelva·month rolling 

averages and the IJCOtter Qf monthly d!!tl! po!n~ during tho two·yoDr 

period. The unit 's four target ra tes are then used to calculate Its 

unplanned outage hours for the projection period. W .. ~n tho unit's 

projected planned outage hours are taken Into account, tho hours 

. 3 . 
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9 

10 

1 1 

12 

13 

14 

16 

16 

17 

18 

19 

20 

2 1 

a. 

A. 

4 9 

calculated from those individual unplanned outage~ can then be 

converte~ Into an overall equivalent unplanned outage fac.1Qr !EUOFI. 

Because factors ere additive (un~lke rates), the unplanned and planned 

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

availability factor lEAF) will always equal 100%. For example, a.1 

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

Tho supporting graphs and a summary table of all target and range 

ra tes are contained In tho sect ion of my exhibit entit led "Unplanned 

Outage Rate Tables and Graphs" . 

Whet Ia the target equivalent avaUabillty factor for Crystal River 37 

The EAF target for Crystal River Unit 3 is 92.86%. Since no planned 

outages are scheduled for the upcoming summer period, tho unit's 

EUOR and EUOF targets ore both 7. 15 %. 

The availability targets for the current pe•lod were developed using 

historical data from October 19913 through September 1996, due to the 

fact that the unit has not been available since September 14 , 1996. 

We selected this three year period to reflect a more accurate projection 

of our nuclear unit's operating history. This three years of histor ical 

. 4 -
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10 

11 
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14 
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16 
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50 

data Is diHorent than all the other GPIF units for th is period (October 

1994 through September 1997) . 

Please deacrlbe the method utUlzed In the development of the 

Improvement/degradation ranges for each GPIF unit's availabUity 

'"rgets. 

In general, the noethodology described In tho Implementation manuel 

was used. Ranges were first established for each of the four 

unplanned outage rates assocleted with each unit. From an analysis 

of the unplanned outage graphs, units w ith small hlstoricat 'variations 

In outage rates were as.slgned narrow ranges and units with large 

variations were assigned w ider ranges. Those individual ranges, 

expressed In terms of rates, ware then convened Into a single unit 

availability range, expressed in terms of a factor, using the same 

procedure described above for converting the availability targets from 

ratos to factors. 

Have you determined the net operwtlng l.aat rwte targets and rangea for 

19 the Company's GPIF unite? 

20 A. Yes, I have. This Information Is Included In the Target and Rango 

21 Summary on Page 3 of my exhibit. 

22 

• . 6 . 
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a. How were these heat rete targets and rengea developed? 

2 A. The development of the heat rate targets and ranges for the upcoming 

3 period utilized historical date from the past three comparable GPIF 

4 periods, as described in the Implementation Manuel. A "least squares" 

5 computer program was used to curve-fit the heat rate data withir. 

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

7 computer analyses and date plots used to develop the heat rate targets 

8 and ranges for each of the GPIF units are contained In the section of 

9 my exhibit entitled • Average Net Operating Heat Rate Curves·. 

10 

1 1 a. How were the GPIF Incentive polnt.s developed for the unit aveilabUI\y 

12 and heat r1te rangea7 

13 A. GPIF incentive points for availability and heat rate were developed by 

14 evenly spreading the positive and negative point values from the target 

16 to the maximum and minimum values in case of availability, and from 

16 the neutral band to the maximum and minimum values in the case of 

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

18 range In the same manner es described for the Incentive points. The 

19 ma)(imum savings (loss) dollars are the ~amo as lhoso used in the 

20 calculation of weighting factors. 

21 

22 a. How were tho GPIF weighting factors determined? 

. 6 . 
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A. To determine tho weighting factors for availability, a series o f PROMOD 

2 simulatlon3 were made In which each unit 's maximum equivalent 

3 availability was substituted for the target value to obtain a naw system 

4 fuel cost. The differences In fuel costs between these cases and the 

5 target case determines tha contribution of each unit's availabili ty to 

6 fuel savings. The heat rate contribution of each unit to fuel savings 

7 was determined by multiplying the BTU savings between tha minimum 

a and target heat rates (at con .,t generation) by the average cost per 

9 BTU for that unit. Weighting factors were then calculated by dividinp 

10 each individual unit's fuel savings by total system fuol savings. 

11 

12 a . W hat waa tho baela f or determin ing tho oatJm ated maximum Incentive 

13 amount? 

14 A. The determination of the maximum reward or penalty was based upon 

15 monthly common equity projections obtained from a detailed financial 

16 simulation performed by the Company's Corporate Model. 

17 

18 Q. Does thla conclude your testimony? 

19 A. Yes. 

- 7 -
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1 BEFORE THE FLORIDA PUBLIC SERVICE COMMlSSION 

2 FLORIDA POWER & LIGHT COMJ•ANY 

3 TESTIMONY OFRENE SlLVA 

, DOCKET NO. 980001-EI 

s JANUARY I2, 1998 

6 Q. 

7 A. 

8 

9 

10 Q. 

11 A. 

12 

l) 

H 

1 ~ Q. 

16 A. 

17 

18 Q. 

19 A. 

2u 

Please state your name address. 

My name is Rene Silva. My address is 700 Una verse Boule.•wo.l. Juno 

Bench, Florida. 33408. 

By whom are you employed and whatl~ your posltJon"! 

I run employed by Florida Power & L•ghl Comp.my (Fl' Ll a.' Manager 

of Plnnning. Forecnsting nnd Rcgulnlory Rcspon..c m the Power 

Generation Business Urut. 

Have you prevlowJy ustlfied In thb dockt'l? 

Yc..~. 

Wbal is the pu~ of your testimony? 

Tile purpose of my testimony i~ to present and cxplam FPL\ prOJeCtion) 

for ( I) dispatch costs of heavy fuel oil . light fuel oil. coal and nnturnl 

1 



5 4 

gas. (2) availability of natumlgn.\ 10 FPL (3) generating unit heal r.ncs 

2 ancl availabilities. and (4) quantitie~ nnd cosh or interchange and other 

power lr.lnSaction.s. These projected values were u....ed as input value' to 

~ 

; 

6 

7 Q. 

8 

9 A 

10 

11 

12 

l3 

u 

15 

16 

17 

18 Q. 

19 

20 A. 

21 

the PROSYM model in the calculation or the proposed fuel cost 

recovery (octor for the period April through Ottc:mbcr. 1998. 

Why does your testlmony cover thr ~riod April through 

December, 19981 

As suued in the testimony of Ms. Korel Dub1n. FPL suppo~ Fuel Cost 

Recovery filings thai cover a twch•e-month period and thnt will 

correspond to the calendar )'C1lf. As pan of the trnnsiuon to annunl 

filings. FPL has filed a Fuel Cost Recovery Factor that covers the 

projec1ed period from April through December. I 998. Conscquemly. 

my testimony addresses the April through December, 1998 period. TllC 

six month ealcuhuion of fuel cosu. and res ulting fuel factor is ai!>O 

shown in Appendix m. 

Have you prepared or caused to be prepared under your 

supen·lsion., direction and control an Exhibit in this p roceeding? 

Yes. I have. h consists of pages I through 13 of Appendix I of th" 

filing. 

2 
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21 
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In addllion to lhe "Base Case" fuel p rice forecast, ha . ~ you 

prepared alternative fuel price roreca.~? 

Yes. In nddltion to tlle .. Base Cnsc'' fud price forccust. we have 

prepared • for fuel oil and natural gus supply · two alternate forcca.\b, a 

''lAw'' and a .. High .. price forecast. 

Why did you rrqllln: these " Low" and " Hlgh" rorecao;ts for fuel oil 

and ga~ supply? 

Our shon·leml fuel price forecast .. Base C:lliC .. is prepared m October. 

lt is possible that lhe c.ondiLions that affect the price~ of these fuel.~> 

could change significantly by the date of Lhe filing in early January. 

For exlllTlple, fuel oil and gus pri~~ have ra.ently been very volatile. 

and in fact these prices bave dropped from the levels assumed in the 

October forecnst. While we do revise our shon-tenn fuel price forcca.,t 

each month · nnd more often if needed · in order to wppon f ud 

purchase decisions. it is not posstble to wan until we h3~e our e:trly 

January fuel price update to rerun our PROSYM system simulation in 

order to reOect recent ehnngcs and )till meet our January 12 fihng date. 

Furthermore. whiJe FPL has. in the past, rerun its projecttons and relilcd 

iL~ fuel cost rcc.overy foctor after tiS initial fibng to address changes to 

the forecast. this approach does not provide the same ncxibtlity to react 

l 
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17 A. 

18 

19 

20 Q. 

21 A. 
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10 chnoging condilions that use of n banded forecn.'t would prov1de. 

Trying to incorpornte "lnsl minute" change~ sull run~ the mk of r.ct 

hnving ndequate time 10 produce new computer simulation' and nil of 

the associated documentation required for fihng. 

Therefore. in addition 10 the "Ba.o;c Case" forecast to dcscnbc future f11el 

prices. FPL prepared in October. 1997 "Low" and "High" fuel pncc 

forecasts to define a rcnsonable range of fuel oil and ga.~ price~. W e 

then used these ahellUUC forecasts as inputs to the PROS YM model to 

detennine wtuu the Fuel Factor would be if it were based on fue l pnces 

at either end of this range. This gives us the flexibility 10 adopt the Fuel 

Factor lhnl most approp.riatc:ly reflects our view of future fuc:l oil and 

gas prices !II the time of the projecuon filing. 

Why did you prepare alternate forecasts for fuel oil and gas sup pi)' 

only? 

Because coal prices have been. and an:: expected to continue 10 be. 

sleady. and gn.~ uansponation com an: well defined. 

How Ls your testimony or:glllllzed'/ 

My te5timony firM dc:scrilre5 the basis for the "Base Ca....:" fuel pnc ... 



l 

2 

3 

4 

s 

6 

7 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

Q. 

A. 
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forecast for oil. coal and ga.~. as w~ll lb the project ion for gas 

avnilnbility. Then it describes the "Low" n.nd "High" price forecasts for 

fuel oil and gas supply. Then my testimony add.rc~!'C' plunt heot ra1e,, 

outage factors. planned outag~. and changes in generation cap3City. 

Lastly. my testimony nddresscs projected inter• <Ll(!<: and purcl•a$cd 

power transactions. 

BASE CASE FUEL PRICE FORECAST 

What are the key fac.tors that could affect FPL's prioe for hea' ') 

fuel oil during the April through December. 1998 period? 

The key factors arc ( I) demand for crude oil and petroleum producL\ 

(including he.:wy fue l oil). (2) non-OPEC crude oil producllon. !3l the 

extent to which OPEC production matches actu:u demand for OPEC 

crude oil, (4} the price rchuionship between heavy fuel oi l ur.d crude oil. 

and (5} the tcnru of FPL's heavy fuel oil supply and transponation 

contracts. 

l.n general, world demand for crude oi l and petroleum producl\ i~ 

projected to be higher m 1998 due to continued world economJ(; 

growth. However. crude oil supply. augmented by Iraqi oil ex pons and 

•lightly higher OPEC production quotas. IS projected to meet th1s 
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17 Q. 

18 A. 

19 

20 
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58 

increa~e in demand. As a result, crude oil price~ ru1d conM:qucnt v heavy 

fuel oil prices. for !he April through December. 19<)8 pc111.KI w1ll be 

somewhat lower than in 1997. 

What Is the projected relationship betwet'll heavy fuel oil and crude 

oU prices during the April through I>Kt>mber. 1998 period'/ 

The price of hc1vy fuel oil on the U. S. Gulf Co:ISt ( I.W ~ulfur) IS 

projected to be npproxim:uely 75% of the pnce of Wr,l Te~ac. 

lntermedhue (Wll) crude oil. 

Please provide FPL's p rojection for the d lsputch cost of hcu1 Y l'ucl 

oU ror the April thi'Ough December, 1998 period. 

FPL's Base CIISC projection for the system averugc di~patch cmt of 

heavy fuel oil, by sulfur grade. by month. is provided on pogr 3 of 

Appendix J in dollars per burrel. 

What lll'l! the key factors that t'OUid arrec1 tht prlct' of light fuel oil? 

The key factors that affect !he price of light fuel oil are s•m•llu to those 

described above for benvy fuel otl. 

6 
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1 Q. Please provide FPL's p rojection for the d l'qlatch cost J>f ll~tht fu el 

2 oil for the period from April through Decem ber , 1998. 

) A. FPL's Base Case project ton for the average dispatch cost of light 011. by 

4 sulfur grnde. by month, is ~hown on page 4 of Append •~~: I. 

s 

6 Q. What ls the basis for FPL 's p rojections or the dl~pa t ch cost of roal? 

7 A. FPL's projected dispatch cost of coni is b:lsc:d on FPL's pncc: projection 

' 
8 of Spol ooal delivered to its coal plnnts. 

9 

10 For SL Johns River Power Pnrk (SJRPP). annual coal volume~ 

11 delivered under long-tenn contructs an: fiXed on October bt of the: 

12 previous ~· For Scherer Plnnt. the nnnual \'Oiume of coal delivered 

ll under long-tenn controc~ is !oCt by the: tc:nns of the contracts. Therefore. 

H the price: of coal delivered uncle:' long-tcnn contraclS does not affect the 

15 daily dispau:b decision. The dispatch pncc of coal for c:ach coal plnnt i~ 

16 based on the vnrillble component of the coal cost. the proJected sp<>l 

17 coni price:. 

18 

19 In the case of SJRPP. FPL will continue to blend petroleum coke with 

20 the: coal in order to reduce fuel costs. It ts nnticipat.ed that pc1rolcum 

21 coke: will represent I 5% of the: fuel blend ut SJRPP during 199!\, TI1e 

7 
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lower price of petroleum coke is reflected in the: we1ghtcd :l\'er.lge price 

of fuel delivered to SJRPP. 

Please provldt FPL's projection for the dl~ntch l'OSI of coat for t'·t 

April through December, 1998 period. 

FPL's projected S)'S\em average dtspntch co~t of cont. ~hown on page 5 

of AppenC:ix l is about $ 1.60 per mill ion BTU. delivered to plant. 

What are the ract.ors tJlJit cun affect FPL's natural ~tas prices 

during lhe April through December, 1998 period? 

In general. the: key factors arc ( I ) domestic natural ~ demand and 

supply. (2 ) muural gas impun.s. (3) hc<~vy fuel oi! prices o.nd (4 1 the 

terms of FPL's gas supply o.nd trnnsponnuon contniCtl>. For the April 

through December. 1998 period. the dolllJnant factor influcnc1ng the 

projected pri.a:: of n:uural gas is our perccpuon that groW1h 111 natuml 

gas dctiver.~bility from the U.S. Gulf Coast to the: market will match the 

increase in demand. As u result. 1998 ga.~ pnc .. -s arc projected to be very 

close to those m 1997. 

What are the factors that affect the availability or nnturu.l gas to 

FPL during lhe April through December, 1998 period? 

8 
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The key foctors 3fC ( I) lbe existing c:;pacity of natural gu:. lr.tn5!JOnauon 

focililie.~ into Aoridn, (2) tiK ponioo of that capacity thnt ts 

contractually allocated to FPL on a finn. "guara.n1eed" ba.\1~ each month 

nnd (3) tiK natural gas demand in lbc State: of Aondn 

The current cupocity of natural gn.~ tramponotion facihtic~ irHo the:,, 1te 

of Acrida is 1.455.000 million BTU per day (includmg FPL'~ firm 

o.llocation of 455,000 to 630.000 million BTU per day dunng tlu~ 

period, depending on the month). Toto.! demand for nntuntl gas in the 

State: during lbc: period (including FPL's firm allocation) b projected to 

be between 90.000 and 245,000 million BTU per day below tiK 

pipeline's tollll capacity. This projected available pirchnc capacity could 

enable FPL to ocquire Wld deliver additional natuf'llt gas. beyond FPL'~ 

455,000 to 630.000 million BTU per day of firm. "guaranteed" 

allocruion. should it be economically attractive. relauve to other energy 

choices. 

Please provide FPL's projections ror the dispatch cost und 

ovailabiUty (to FPL) of natu ro~l ps ror the April through 

December, 1998 period. 

FPL's Base Cu.~ prOJeCtion~ of the ~y~tcm avcrngc dt~plllch co't :Uid 

9 
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avnilability of naturnl gas arc provided on page 6 of Appendix I. 

"LOW" and "HJGH" PRICE FORECASTS f'OR FUEL. Oll.. AND 

GAS SUPPLY 

Wbat Is the basis for lhe "l..ow" forecast for fuel oil and .~as 

supply? 

The " Low'' forecast prices for fuel oil and ga.~ >upply were :.ct ~uch that 

based on the consensus among FPL.'s fuel buyers nnd amuy:m. there is 

less than 11 I 0% likelihood that the actual price of each fuel for ~h 

month in the April through December. 1998 pcnod will be below the 

''Low'' price forecast. 

Please provide the "Low" price forecast, for fuel oil nnd gns 

supply. 

FPL' s projection for the average dispatch cost of heavy fuel oil. by 

sulfur grade. by month. based on the " Low" price forecast •s provided 

on page 7 of Appendix l in dollars per barrel. FPL's projection for tl:: 

average dispatch cost of light fuel oi l based on the "Low" price forccnst. 

by sulfur gmdc, by month. is shown on page 8 of Appendix I. FPL's 

projections o( the system average dispatch cost of natural ga.s based on 

the "Low" price forecast are provided on page 9 of Appendix I. 

10 
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What Is the basis for tht! "Riah" foreca.~ for fuel oil 11nd Jill.~ 

supply? 

The "High'' forecast prices !for fuel oi l and gas supply were set such that 

based on !he consensus nmong FPL's fuel buyers and analysts, there 1s 

le..~s than a 10% likelihood that lhe 11ctunl price of each fuel for chch 

month in !he April through December, 1998 period will be nbon~ the 

"High" pr.ce forecast. 

Please provide the ' 'Hig:h" price foreca.'ll.~ for fuel oil and gas 

supply. 

FPL's projection for !he average: dispatch cost of hc:nvy fuel oil. by 

sulfur grnde, by month, bnsed on the "Hjgb" price forecast is provided 

on page 10 of Appendix I. in dollars per bnrrel. FPL's projection fonhe 

average dispatch cost of light fuel oil based on the: "High" price 

forecast , by sulfur grade. by month. is shown on p;~ge I I of Appc:ndi.x I. 

FPL's projections or !he s:ystem avernge dispatch cost of natural gas 

based on the "High" price forecast arc provided on page 12 of 

Appendix l 

Based on FPL's current (January, 1998) view of the fuel oil and gas 

markets, at what le~el do you now project prices will be during the 

April through December, 1998 period? 

11 
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Bnsed on cum:rit marlcet conditions. nnd consistent wuh the trcn.1 of 

decreasing oil and gas market prices since the end of No\'cmbcr. 1997. 

FPL now projects tha.t actunl fuel oil a.nd gas prices during the Apnl 

through December, 1998 period will be significantly lower than those 

projected in the Base Case forecast. In other words. fuel oil and g~ 

prices are now projected to be closer to on average. to tho~ m the 

"Low" forer.ast thrul the Ba_o;e Ql..o;e dunng 1998. Therefore. the 

projected fuel costs calculated by PROSY'JV! using the "Low" oil and 

gas forecast are the most appropriate projected costs for the 1\pril 

through December, 1998 period. As stated in the testimony of Karel 

Dubin, the "low" oil and gas forecast was used to cnlculate the propo5.Cd 

fuel factors for the period April 1998 through December 1998. Use of 

the "Low" forecast produces results that ~hould be reasonilbl)' elm<: Ill 

results that would be prod.uced by \1.\C or a new. revised "Base Case" 

forecast. 

PLANT HEAT RATES, OtrrAGE FACTORS, PLANNEI> 

OtrrAGES, and CHANGES IN GENERATING CAPACITI' 

Please describe how you l!ulve developed the projec1ed unit Avel'llge 

Net Operating Beat Rlltes r.hown on Schedule E4 of Apper . .dx n. 
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The projected Average Net Opernung Hut Rnt~s were cnkulnted hy the 

PROSYM model. Tile cum:nt heat rate equations and efficiency fac:ors 

for FPL's generating units, whtch present heat rate ~ n funcuon of unit 

power level. were used 3 $ inpul~ to PROSYM for this calculauon. The 

heat rate equations and eflictency fucton. arc updated ~ nppropnn• .. 

based on historical tmit performance and projected chnnge, due tO pJru,• 

upgrades. fuel gr.~de clwlges. or results of performance tests . 

Are you providing the outage f llctol'li projected for the period .~ pril 

throogh Dtumber, 1998?' 

Yes. This d4ul is shown on p4ge 13 of Append•x I 

How were the outage f11ctol'li for this period developed? 

The unplanned outage factors were developed U\mg tbe actual hi,torical 

full nnd panial outage event dnta for CllCh of the units. The hi$toricaJ 

unplanned outage factor ()f each generating unn wa.~ adJuSted. ~ 

necessary. to c:Jiminate non.·recumng events and rccogmu: the effect of 

planned outages to arrive :u the projected factor for the April through 

December. 1998 period. 

13 
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Please describe significant planned outages ror the Aprl.l thr·ough 

Decem ber, 1998 period. 

Planned ouuges at our nuclear units are the most significant in relation 

to Fuel Cost Recovery. Turkey Point Unit No.3 i\ ~hedulcd to be out 

of service for refueling beginning on Septem~r 28. 1998 and Ulltil 

November 7. 1998. or fon:yo{)ne days during the prOJeCted period. St. 

Lucie Unu No.2 will be out of ~>ervice for refuel ing begmning on 

November 9. 1998 md until December 19. 1998. or fonyo{)ne days 

during the projected period. TI~ere are no other Slgmlicunt planned 

outages during the projected period. 

Are any changes to FPL's "continuous" generullon capacity 

planned during the Aprl.l through December, 1998 ~riod? 

Yes. Net Winter Continuous Capability (NWCC) nt Pon Evcrgladc:11 

Unit No.4 wil l inc reuse by 19 MW. from 387 MW to -106 MW. :c. a 

result of refurbishing lhe unit's bo1ler and steam turbine. In ndduion. 

NWCC at Martin Unit No.2 will mcrca.~ by 25 MW, from 805 MW 

to 830 MW. 11.~ u result of replacing the unit 's generator rotor. 

14 
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INTERCHANGE and PURC HASED POWER TRANSACTIONS 

Art you providing the projedtd Interchange and purc.hased po"er 

transactions forecasted for April through December, 1998? 

Yes. This dllla is shown on Schedules E6. E7. ES. and E9 of Appendix 

D or this filing. 

Wlut fuel pri~e forecast fo.r fuel oU and gas supply was used to 

projecllnterclunge and purchased power transac:llon.~? 

The in1erchange and purchased power tran~aclions pre-cmed bc:lo". and 

on Schedules E6. E7. E8 and E9 of Appendix n of lhis filing were 

developed using tbc: "Low·· fuel pnce forccas1 tor fuel otl and ga• 

supply. 

In what types of interchange transactions does FPL engage? 

FPL purchases intc:n:hange power from olhcrs under !.evcral lypci of 

inlerchangc U'anSaCtions which have bc:c:n previou~ly described an th1~ 

docket: Emergency· Schedule A: Shon Term Firm · Schedule: B: 

Economy · Scbedule C: Extended Economy· Sclledulc X. Opponunity 

So.lc:s - Schedule OS: UPS Replacement Energy - Schedule R and 

Economic Energy Plll1icipation- Schedule EP. 

I S 
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For services provided by FPL to orher Utilities. FPL iul.s developed 

amended Interchange Service Schedule~. mcludmg AF (Emergency). 

BF (Scheduled Maintenance). CF (Economy). DF (Outage). and XF 

(Extended Economy). These amended M:hedulc~ replace :UJd 'upcr..t"dc 

existing Interchange Servtce Schedules A. B. C. D. and X fo1 ~rvtces 

provided by FPL 

Does FPL have arrangements other than lnlerchange agreements 

for the purchase of elrctrlc power and energy which are Included in 

your projections? 

Yes. FPL purchase.~ coal-by-wire elcclrical energy under the 1988 Umt 

Power Sales Agreement (UPS) with the Sour.hcm Companielo. FPL hru. 

contracts to purchase nuclear energy under the St. luCie Plant Nuclear 

Rel iability Exchange Agreements wir.h Orlando Utili tie~ CollUnisston 

(OUC) and Aorida Municipal Power Agency (FMPA). FPL abo 

purchases energy from lEA's ponion or the SJRPP UOils. Additionally. 

FPL purchases energy and capacity from Qunlifying Facilities under 

existing c.ariffs and contracts. 

Please provide the projected energy costs 10 be recoven'CI 1!1rough 

the Fuel Cost Reco\'e.J')' Clause ror the power purchases reJerred to 

above during the April through December, 1998 JM!rlod. 

!(. 
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Under he UPS agreement FPL's capacity entitlement cluring the 

projected period is 91-1 MW from April through Dcccmb:r. 1998. 

Based upon the alternate and supplemental ene.rgy provisions of UPS. 

an availability factor of I 00% IS npphcd to these capacity cnmlcrnenu. 

to project energy purchases. The projected UPS energy (unit) :ost for 

this period. used ns nn mput to PROSYM, IS based on data prov•d~ ~ by 

the Southern Companies. For the period. FPL projects the purch~ of 

1.953.510 MWH of UPS Energy at a cost of$36.797.960. In addition. 

we project the purchase of 1.280.450 MWH of UPS Replacement 

energy (Schedule R) :u a cost o f $20.655.170. TI1c total UPS Energy 

plus Schedule R projections are pr~nted on Schedule E7 of AppendiX 

n. 

Energy purchases from the JEA..owncd ponion of the: St Johns Ri\'cr 

Powcr Parle generntion are projected to be 2,413,610 MWH for the 

period at an energy cosr of S38.158.570. FPL's cost for energy 

purchases under the St. Luc1e Plant Reliability Exchange Agreements is 

a function of the openuion of St. Luc1c: Unit 2 and the fud cosL\ to the 

owners. For the penod, we prOJect purchases of 336.162 MWH at n 

cost of S 1.203.200. Thes.e projections nrc shown on Schedule: E7 of 

Appendix D. 
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In ru:ldition, I1S shown on Schedule E8 of Appendix n. we proJect thnt 

purcbllSCS from Qualifying Facilities for the penod will proviue 

4, 191.840 MWH nt a cost to FPL of $76.278,693. 

How were mergy costs related to pun:ha.<;c~ from Quallfylnj! 

Facilities developed? 

For those contr.ICts that entitle FPL to purch:l.SC "a.s.avnilable" energy 

we used FPL's fuel price forecllSts I1S inputs to the PROSYM model to 

project FPL's avoided energy cost that is used to set the price of these 

energy purchases each month. For tho.e contracts that enable FPL to 

purchase rum capacity and energy. the a,-.plicable Unit Energy Cost 

mechanism prescribed in the contract is used to project monthly energy 

costs. 

Have you projected Schedule AJAF - f..mergency Interchange 

Transactions? 

No purch:lSCs or sales under Schedule AJAF have been proJected since 

it is not practical to estirTillle emergency lr.lnsncrions. 

Have you projected Schedule 8/BF - Short-Tenn Finn Interchange 

Transactions? 

18 
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No commitment for such trnnsactions bad been made when proj-:ctions 

were developed. Therefore. we hn,•c estimated that no Scbcd.1lc BF 

snles or Schedule B purchases would be made tn the pmjccted period. 

Please d.escrlbc the metbod u.o;ed to forecast the Eco•.omy 

Transa~tloru;. 

The q.uunity of economy sales and purchuse tmn!>llct ion~ urc proJected 

based upon historic tran.~oc~ion levels. adjusted to remove non-recurring 

factors. 

What 11.re the forecasted amounts and c~1S of Economy energy 

sales? 

We bnvc projected 408.732 MWH of Economy energy Mile~ for the 

period. The projected fuel c..>st related to these snlc.' i~ $9,634.997. The 

projected transaction re,venue from the snit!> i~ S 12.439.969 Eighty 

percent of the gain for Sche.dule C i~ S2.243.97R and is credi ted to our 

customers. 

In what document are the fuel cost.~ or economy ene'lt}' sales 

transactions reponed? 
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Schedule E6 of Appendix 0 provides 1~ total MWH of energy and total 

dollnrs for fuel adjustment. The 80% of gain is also p<rovidcd l)n 

Schedule E6 of Appendix 0. 

What are the ro~ amounts and eosu or Economy tllerg'· 

purchases for the April to December, 1998 period? 

The costs of these purchases nrc shown on Schedule E9 of App<endix 11. 

For the period FPL projects it will purchase a totnl of 2.831 .600 MWH 

at a cost of SS3.106,000. If generated, we esumntc that this energy 

would cost S6 1 ,431.023. T~rcforc, these purchases arc proJected 10 

result in savings of $8,325.023. 

What are the forecasted amounts and cost or energy being sold 

under the SL Lucie Plant RellabUity Exchange Agreement? 

We project the sale of 394.036 MWH of energy at n cost of S 1.503.720. 

These projections nrc shown on Schedule E6 of Appendix 11 

SUMMARY 

Would yoo please swn.ma.rl1.e your ti!Stimony? 

Yes. In my tcstimony I have presented FPL's fuel pnce projections for 

the fuel ~~ n:co\·ery period of April through Oeccrnbcr. 1998. 

including FPL's "Low" nnd "High" price forccasu. for fuel oil nnd gas 

20 
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1 supply. I have SlAted "'hy I believe lh:lt the proJected fw:l C<>'>b 

2 developed usmg the .. Lo"'- forecast arc the ~~ appropnate for the 

3 April through December, 1998 period. In ndduion. I ha'c prcM:ntcd 

' FPL's projections for gcnenumg unu hc:~t rates nnd ll\ ailabahllc\, and 

5 the qunntitles and coSt\ of interchange and other po"'cr tran,acuon~ for 

6 the same period. These projections were bl&Mld on the bc\t informllllon 

7 available to FPL and were UM:d M inputs to the PROSYM mc:lcl tn 

8 developing the projected Fuel Cost Recovery Factoa for the A,~ril 

9 throu:;h December. 1998 penod. 

10 

11 Q. 

12 A. 

Does this conclude your testimony? 

Yes. it does. 

-· -· 
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BEFORE THE FLORIDA PUBLIC SERVICE COMMlS:,ION 

FLORIDA POWER & LIGtfT COMPANY 

TESTJMOJ\oo'Y OF R. L. WADE 

DOCKET NO. 980001-FJ 

Janury 12, 1998 

Please It" It your name and address. 

7 4 

My name is Robert L. Wade. My business address is 700 Universe Boulevard, 

JWlO Beach. Florida 33408. 

By wbom are you employed and wbat il your position? 

I run employed by Florida Po\\'tr & Light Company (FPL) ns Dirc:c:tor. 

Business Services in the Nuc:lc:ar Business Unit. 

Have you previously testified In this d oc:ktr? 

Yes, I have, 

Wbat is tht purpose or your testimony? 

The purpose of my testimony is to present and explAin FPL's projections of 

nuclear fuel costs for the themllll energy (MMB11J) to be: produced by ow 

nuclear units and costs of disposal of spent nuc:lc:ar fuc:l. Both of thc:sc: costs 
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were input value$ 10 PROSYM for the calculation of the proposed fud cost 

recovery factor for the period April 1998 through December 1998. 

Why does your testimony conr the period April through December, 1998? 

As staled in the testimony of Ms. Korel Dubin. FPL supports Fuel ..;ost 

Recovery ftlings that cover a twelve-month period and that v.ill correspon..~ to 

the calendar year. As part of the transition to annual filings. FPL has filed a 

Fuel Cost Recovery Factor that covers the projected period from April through 

December, 1998. Consequently, my testimony addresses the April through 

December. 1998 period. The six month calculation of fuel costs and resoohing 

fuel factor is also shown in Appendix Ill. 

What is tbe bub for FPL'1 projection~ of nuclear fuel costs? 

FPL's nuclear fuel COS! projcetlons are developed using energy production at 

ow- nuclear units and their operating schedules, consistent with those assumed 

in PROS YM. for the period April 1998 through December 1998. 

Please provide FPL's projection for nuclear fuel unit rosts and energy for 

tbt puiod April 1998 through December 1998. 

FPL projcct.s the nuclear uniu will produce 188,464.230 MMB'I1J of energy ot 

a cost ofS0.322 per MMBru. excluding Spent fuel disposal costs for the: period 

2 
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April 1998 through December 1998. Projections by nuclCN Wlit nr.d by month 

11re provided on Schedule E-4 of Appendix II . 

PleaK provide FPL's projfctions for ouclen spent fuel disposal costs for 

tb~ pniod April 1998 th rough Oe«mber 1998 and "hat is t h~ oasis for 

FPL's projcdiocu. 

FPL's projections for nuclear spent fud disposal costs are provided on 

Schedule E-2 of Appendix II. These projections arc b3scd on FPL's conlr.ICl 

with the U.S. Oepartmcnt of Energy (DOE). which sets thc spent fud disposal 

fee a1 I mill pc:r oet Kwh gener.~tcd minus tronsmission nnd distribution line 

tosses. 

Please provide FPL's projmion for Decontamination and 

Decommissioning (D&D) costs Ill be paid In the period Aprill998 through 

December 1998 and what 1.!1 the buis for FPL's projcction. 

FPL's projection ofSS.6M for D.tD costs to be paid during thc period April 

1998 through December 1998 is included on Schedule E-2 of Appendix II. 

All! tllen! curnntly any unraolnd disputes under FPL's nuckar fuel 

contracta? 

Yes. As reported in prior ICStlmonics. !here arc two wuesohcd dt<put~ 

3 
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1 

2 The first dispute is under FPL's contraCt with DOE for final disposal of spent 

l nudear fuel. FPL, along with a number of electric utilities. hns filed suit 

4 against DOE over DOE's denial of its obligation 10 accept sp.!lll nuclear fuel 

s bcgiMing in 1998. A July 23, 1996. ruling by the U.S. Coun of Appc:als for the 

6 District of Columbia Circuit (D.C. Circuit) said that DOE is n:quin:d by the 

1 Nuclear Waste Policy Act (NWPA) to lllke title and dispose of spent nuclear 

8 fuel from nuclear power plants beginning on January 31, 1998. DOE declined 

9 10 scelc further review of the decision. which was remanded to DOE fer funh,.r 

10 proceedings. On December 17. 1996. DOE advised the electric uti lities !lull it 

11 would not begin 10 dispose of spent nuclear fuel "Y the unconditional deadline. 

12 

13 In response to DOE's letter, FPL. other electric utilities, and SUite utility 

14 commissions filed suit on January 31. 1997 in the D.C. Circuit (Nonhro! Suucs 

1s Power Co, V, DOE) requesting that the coun authorize the utilities to suspend 

16 payments into the Nuclear Waste Fund (NWF) until OOE performs on its 

1 1 unconditional obligation 10 take title 10 and dispose of spent nuclear fuel. 

18 

19 On May 7, 1997,1he utilities supplemented that filing by petitioning for a writ 

20 of mandamus that ( I) DOE comply with its St.lltutory obligation nnd beg111 

21 disposing of spent nuclear fuel !by January 31, 1998 or in the alternative, di~ttt 

4 
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1 DOE to de\·clop a prognun th:lt will enable: the ~· to bcgtn di5p0smg of 

2 spc:nt nuclear fuel by Jlllluary 31. 1998; (2) declwing lhat the utthlles nrc 

3 relie:cd of the obligation to pay into the NWF and nrc authorized 10 place N\\ 1 

4 collcc:tions into escrow until DOE disposes of the ~"PC"' nuclear fuel; (3) 

5 prohibiting DOE from suspending the contracts with the uulitics or from lllking 

6 My other OO\'crse DCtion under the contracts; o.nd (4) dcclt111ng lh:u the 

7 suspension of fee payments will not advenely llffect the uuhuo a<~ to umtng. 

a lTIIUl!lel'. or fUrther COSI disposal entitlements by reason of such suspmsaon of 

' fee payments. 

10 

11 While the petition WIIS pending. o.nd before oral argwncnt. DOE ~Muc:d a lcllc:r 

12 on June 3. 1997 to o.ll clcc:lric utilities v.ith nuclear plants that have contr:ICI.S 

13 with DOE for spent fuel di5posal asserting its pKiinunat) posauon lh:u the 

14 delay in disposal of spent nuclear fuel was "wlavoidablc: .. llascd on this 

15 conclusion, DOE assencd that it was not responsible for dcln}s m d1Sp0S31 of 

u spent nuclear fuel. DOE invited its conlriiCI holders to comment on its 

17 preliminary finding. On August 4, 1997, FPt o.nd other controct holders 

11 requested DOE to refrain from issuing 1\ final dctamination on the assuc of 

u avoidnbility of delay in disposing of spent fuel pending the outcome of lhe 

20 lawsuit apinsl DOE.~ in the llltemuh'C. a.llov. 11m" J the controct holders 

21 to submit &liUfTlaliS addressing whether DOE has Junsdo.:taon tn hold a 

5 
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1 proceeding on the avoidability issue. On September 18. 1997. DOE dechncd to 

2 rdiain from Wuing a fiMI decision on the wuwoidabiht} issUC', but allowed !he 

l coruract holders 10 submit written argwncn1 COilCt'llling OOE'~ J~tction ·o 

\ commence an unavoidability proceeding. 

5 

6 On November 3. 1997, FPL and olha conlnJCt holders filed nn ObJectton 1o1 

7 OOE's assertion that it could Wlilatera.lly commence n procccdtng to dctcmune 

B wbetbcr its delay was unavoidAble. and provided 1egAlaz~o'Wllenl' "h) OOF 

9 lliCkcdjuri.sdiction 10 comnoence such n procccdmg. OOE lw not ~C1 rc:sponJ.:d 

10 to the objections filed by contnlel holders on November 3, 1997 

11 

12 On Novcmbcr 14. 1997. a panel of the D.C. Circwt grwlled tile mandamlb 

1l petition in pert. finding th:ll OOE did 1101 abi..le b) the Courf Hill 1cr rulang t.h:u 

14 the NWP A imposes an WICOOditi()n;l] obliglllion on OOE 10 be m dtsposnl of 

15 spent foci by January 31, 1998. lk "nt ofl'lllllldDmus predu es OOE from 

16 excusing its o'nn delay on the grounds thatn has not } e1 p!'q)31T'd a permanent 

1 7 repository or interim storage fa.rility. lk Coun did not gnu11 the other requests 

18 for relief. On December 29. 1997, OOE rrqucsted rchcanng of the panel's 

1 ' decision. 

6 
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1 On Dcoember II. 1997. Ff'L !llild 26 other utilities filed .s petition with DOE'') 

2 ContnlCting Officer requesting DOE 10 authorize suspension C>f fu~ p.;ymrnL' 

3 to the Nuclear Waste Fund until DOE begins mo\'e.ment of spent fuel. The 

4 utilities have requested a response from DOE by Janwuy 9. 1998. 

s 

6 FPL is currenlly exploring options to seck money damages from DOF. for 

1 failure to comply with itS stan:nory obligation to take tille to and dtsposc of 

8 spent nuclear fuel by Janl.llll}' 31 , 1998. 

9 Secondly, FPL is cum:ntly seeking to rcsol"c a pric~ dispute for W111lium 

1 o coricbment services purchased &om the United Suu.es (U.S.) Go\•cmrncnt. prior 

11 to July I, 1993. FPL's contract for enrichment services with the U.S. 

12 Govc:mment calls for pricing to be calculated in accordance with "Established 

13 DOE Pricing Policy". Such policy had always been one of co~1 recovery, which 

H included costs relal.cd 10 the Decontamination and Decommissioning (0&0) ~r 

1 s the DOI3's enrichment facilities. However, Ll~e Energy Policy Act of 1992 (lbc 

16 .Act) requires utilities to make separute paymentS to the U.S. Treasury for D&D, 

l'7 SWting in Fiscal Year 1993. FPL has been Tllllking such paymentS. lllereforc. 

18 D&D should 001 have been included in the price charged by DOE for deliveries 

19 during Fiscal Year 1993, and the price should hnve been reduced accordingly. 

20 FPL filed a claim with the OOE Contracting Officer on July 14, 1995, for a 

21 refund for such ddiveries. On October 13. 1995. the DOE Conuucting Ofliccr 

7 
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1 officially rejected FPL's claim. On October II. 1996. FPL. ulong " i th fi ve 

2 other U.S. utilities and one foreign entity, appealed the DOE's rcjectiol' of the 

3 Fiscal Year 1993 overcharge claim ,,;th the U.S. Coun ofFedcrnJ C!!'.irru. 

s On December 12, 1996, the COW1 of Fedeta.l Claims gr:mted the unopposed 

6 motion of all parties to suspend the overcharge proca:ding pending the outcome 

1 of an appeal to the U.S. Coun of Appeals for the Federul Circuit in BI\C5Cback 

8 Kmft AB y. United States. whc:rc the appellants nrc seeking 10 recover 

9 overcharges for uranium enriclunent services Wider identirol contrnct 

1 o provisions to those at issue in FPL's overcharge clnim. 

11 

12 On July 31, 1997, the Federal Circuit issued a decision in the OU!'5Cback case. 

13 The Coun held in favor of the government in rejecting chums by foreign 

14 entities that they were overcharged for uranium enrichment SCr\~ccs by the 

15 United States Enrichment Corporation (USEC), DOE's successor to the 

16 govem.ment's uranium enrichment business. FPL believes that the Federul 

11 Circuit' s decision is not disposith-e of its claim against DOE. and in fnct may 

18 help FPL's claim. The Co\U1 distinguished USEC's pricing policy. concluding 

19 that USEC is not charging customers to financ:e D&D efforts, from DOE's 

20 pricing policy, which according to the Coun "included a D&O component ·· 

21 This rrtay support FPL's claim thai DOE was charging nn amount for D&D 

8 
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costs in its c:nriclunent clwges after the D&D clwges required by the Act "m: 

being collected. 

Following issuance of the Barscback decision, FPL and thl: other cla.illlllllts 

informed DOE lha1 they were rnldy 10 proceed in the case. On October 20. 

1997. DOE answered the complaint by denying liability. On December I, 1997, 

DOE filed a motion to dismiss tlhe case with the Cour1 ofCiuims. 

Meanwhile, in a related case, Yankee Atomic Electric Company had been 

challenging the legality of the United States to impose trn: D&D fees. On May 

6, 1997, a panel of the U.S. Court of Appeals for the Federal Circuit held thnt 

the D&D special assessment was lawful wider the Energy Policy Act ~ 

States y Yankee Atomic Elecgjc Co. A lo~>•er cour1 had ruled thnt the D&D 

special assessment \VIIS unlawful. On August 15, 1997. the full panel of the 

Fcdernl Circuit denied Yankee's request for rehearing. On November 12, 1997. 

Yankee filed a petition for a writ of c:eniomri seeking review of the case by the 

U.S. Supreme Court. FPL will continue to follow this case and \\~II take 

actions, as appropriate, consislcnt with the o11tcome of the appeal. 

Does tbis c:oo.dude your testimony? 

yes. it does. 
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BEFORE THE FLORIDA PUBUC SERVICE COMMISSION 

FLORIDA POWER & UGHT COMPANY 

TESTIMONY OF KOREL M. DUBIN 

DOCKET NO. 970001-EI 

November 20, 1997 

8 3 

Q. Pla11e atate your name, bualneaa addrv11, employer and 

position. 

A My name '- Korel M. Dubin, and my business address is 9250 West 

Aagler Street. Miami. Florida, 33174. I am employed by Florida Power 

& Ught Company (FPL) as Principal Rate Analyst in the Rates and 

Tariff Administration Department 

Q.. Have you prvvloualy testified In thla docket? 

A Yes, I have. 

Q. What 11 the purpose of your teatlmony In this proceo·dlng? 

A. The purpose of my to&Umony Is to present the schedules ne~ssary 

to support 1he actual Fuel Cost Recovery Clause (FCR) Net True-Up 

amount for tho period April 1997 through September 1997. The Net 

True-Up for the FCR is an undei'T'8covery, in<:Juding Interest, of 

1 



I 
I 

8 4 

1 $64,381,785. I am requesting Commission approval to Include thla 

I 2 true-up amount In the calo.Jiatioo ot the FCR factor for the period April 

3 1998 through September 1998. 

I 4 

I 5 Q. Have you prepared or cauaed to be prep1red under your 

6 directio n, supervision or control an exhibit In this proceeding? 

I 7 A Yes, I have. It consists of Appendix I which contains the FCR related 

I 8 scheduler. FCR Schedules A· 1 through A-13 for the April 1997 

9 through September 1997 period have been filed monthly with the 

I 10 Commission and served on all parties. These schedules are 

I 11 lncorporet.ed herein by reference. 

12 

I 13 a. What Is the source of the data which you wiU present by way of 

I 14 testimony or exhlbltl ln this proceeding? 

15 A Unless otherwise Indicated. the actual data Is taken from the books 

I 16 and recorda of FPL The books and records are kept in the regular 

I 
17 course of our business In accordance with generally accepted 

18 accoonting principles and practices, and provisions of the Uniform 

I 19 System of Accounts as presaibed by this Commission. 

I 
20 

21 a. PleaM eJtplaln the calculation of tho Net True-up Amount. 

I 22 A Appendix 1. page 3, enUUed "Summary ot Net True-Up". shows the 

I 
23 calculation of the Net True-Up for the slx-month period Apnl 1997 

24 through September 1997, an underrecovery of $64,381,785. which I 

I 2 

I 
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1 am requesting be Included In the calculation of the Fuel Cost 

I 2 Recovery Factor for the period April1998 through September 1998. 

3 The calculation of the true-up amount for the period follows the 

I 4 procedures established by this Commission as set forth on 

I 5 Commission Schedule A-2 "Calculation of True-Up and Interest 

6 Provision". 

I 7 

I 8 The adlJaJ Encklf-Period ll.ndemtcovery for the alx-month period April 

9 1997 through S'lptember 1997 of S49, 763.137 shown on line 1. less 

I 10 the estimated/actual End-of-Period overrecovery for tho same period 

~ · 
11 of $14,616,648 shown on fine 2 that was included in the celculation of 

12 the Fuel Cost Recovery Factor for the period October 1997 through 

I 13 Marth 1998, results In the Net True-Up for the six-month period April 

I 

I 
14 19971hrough September 1997 shown on line 3, an underrecovery of 

15 $64,361,765. 

I 16 

I 
17 Q. Have you provided a achedule ahowlng the varlancea between 

16 actuala and eatlmatedlactuala? 

I 19 A. Yes. Appendix I, page 4, entitled "Calculation of Final True-up 

I 
20 Variances", shows the 8duaJ fuel costs and revl!llues compared to the 

21 estlmatedlactuals for the period April 1997 through September 1997. 

I 22 

23 a. What waa the variance In fuel costa? 

I 24 A. As shovm on Appendix I, page 4, line A7, actual fuel costs on a Tolol 

I 3 

~· 
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1 Company blals were $65.4 million higher than the esbm< te<1/actual 

I 2 projection. This vartance i~ primarily due to a $105 0 mi11ior• Increase 

3 In the Fuel Coat of System Net Generation, offset b~ a $23.5 million 

I 4 decrease In the' Energy Cost of Economy Purchases and a $19.2 

I 5 mllllon variance In the Fuel Cost of Power Sold. 

6 

I 7 The increase In the Fuel Cost d System Net GeneratJon was pr1manly 

,I 8 due to 11.3% higtler 1han antic:ipa1ed oi consumptJon and 8 2% higher 

9 than tntidpated gaa consumption resulting In an approximate $51 

I 10 milllon variance. Aclditionaly, the ooit cost of oil was 7 3% higher than 

I 
11 projected and gas prices were 10.6% higher than projected, resuiUng 

12 In an approximate $54 million variance. The decrease In the Energy 

I 13 Cost of Economy Purchases was primarily due to hot weather In the 

I 
14 Southeast v.Nctl reduced the avaUabllity of low cost economy energy. 

15 The variance In the Fuel Cost of Power Sold was primanly due to 

I 16 greater than projected opportunity sales due to hot weather ln the 

17 Sot.'theast. 

I 18 

I 19 Q, What wu the variance In retail Uur1t dlct.lonal) Fuel Coat 

I 
20 Recovery n~venuet? 

21 A lu shown on fine 0 1, actual jurisdictional Fuel Cost Recovery 

I 22 revenues, net of revenue taxes, were $927,130 higher than the 

23 estimated/actual projectloo. This Increase was due to highc~ 

I 24 jurisdictional kWh tales. Jur1sdlctionalaalea were 35,864,459 kWh 

I 4 

I 
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8 7 

(0.1%) higher than the esbmatedlacrual projection. 

Q . How Is Real Time Pr1clng (RTP) retlec:ted In the calculation of the 

Net True-up Amount? 

A In the determination of Jurisdictional kWh sales. only kWh soles 

associated with RTP baseline load are lncludad. consistent with 

projections (Appendix I, page 4, Une C3). In the determination of 

J\.1\sdictional Fuel Costa. revenues assooated With RTP incremental 

kWh sales are ilduded as 100% Retai (Appendoc I. page 4. Une 04c) 

In order to offset Incremental fuel used to generata thaae kWh sales. 

Q, Does this conclude your testimony? 

A Yes, It does. 
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

FLORIDA POWER & LIGHT COMPANY 

TESTIMONY OF KOREL M. DUBIN 

DOCKET NO. 980001-EI 

Jar Jary 12, 1998 

Please state your name and address. 

8 8 

My name is Koral M. Dubin and my busrness address rs 9250 

Wesl Flagler Street, Miami. Flonda 33174 

By whom are you emptoyed and In what capacity? 

I am employed by Flonda Power & :..ight Company (FPL) as 

Principal Rate Analyst in the Rates and Tariffs Department 

Have you previously testified in this docket? 

Yes, I have. 

What Is the purpose of your testimony? 

The purpose of my teslimony Is to present for Commission revrew 

and approval the fuel factors for the Company"s rate schedules 

beginning April 1998. The calculation of the fuel factors Is based 

on projected fuel cost and operatlonal data as set forth in 

Commission Schedules E1 through E10. H1 and other exhibrts 
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filed In this proceed1ng and data previously approved by the 

Commission. 

My testimony also addresses the change from a seml.annualto an 

annual Fuel Cost Recovery period. 

My testimony presents lhe schedules necessary to suppon the 

calculation of the Estimated/Actual True-up amounts for the Fuel 

Cost Recovery Clause (FCR) for the period October 1997 through 

March 1998. 

In addition. my testimony lndudes a request for a m1dcourse 

correction to the currently approved Capacity Cost Recovery 

Clause factors for the period of April through September 1998 and 

to keep these factors in place through December 1998 

Have you prepared or caused to be prepared under your 

direction, supervision or control an exhibit in this 

proceeding? 

Yes. I have. It consists of vanous schedules Included in AppendiX 

II, Ill and IV. Appendix II provides the Fuel Cost Recovery E

Schedules reflecting the change to an annual filing. FPL has also 

prepared these E-Schedules based on the six month Fuel Cost 

Recovery method These schedules are provided In Appendix Ill 
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90 
Appendix IV provides the Capacity Cost Recovery Schecwles. 

(Please note that FPL witness Rene Silva is sponsoring Appe.1d1x 

I which provides forecast assumptlons). FCR Schedules A-1 

through A-13 for October 1997 and November 1997 have been 

filed monthly with the Commissron and have been served on all 

parties. These schedules are incorporated herein by reference. 

What Is the source of the data which you will present by way 

of testimony or e1hlbits In this proceeding? 

Unless otherwise Indicated, the actual data Is taken from the 

books and records of FPL. The books and records are kept rn the 

regular course of our business In accordance With generally 

accepted accounting principles and practices and provisrons of 

the Uniform System or Accounts as prescribed by this 

Commission. 

The projected data Is the output of our PROSYM simulation 

computer model. As described In the testimony or FPL Witness 

Rene Sliva. In addrtion to the base case forecast. FPL has 

developed high and low band oil and gas price forecasts to 

establish a range of possible Mure fuel pnces FPL has 

performed PROSYM simulations using all three forecasts in order 

to determine the 'mpad on the fuel factor of fuel prices at the high 

and the low end of the forecast range. The low band orl and gas 

3 
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9 1 
forecast was used to calculate the proposed fuel factors induced 

in my testimony for the period April 1998 through December 1998. 

The low band forecast resulls in a proposed lavelized fuel factor of 

1.972 ¢ per kWh for the period April 1998 through December 

1996. 

FUEL COST RECOVERY CLAUSE 

Does FPL agree that the Fuel Cost Recovery period should be 

changed from a semi-annual to an annual recovery period? 

Yes. FPL believes that the Fuel Cost Recovery penod should be 

changed from a semi-annual to an annual recovery period 

consistent with the calendar year (January through December). In 

support of this, FPL requests that the annual recovery period 

begin with customer billings for January 1999 FPL agrees thai 

Interim petitions. like those used In the Environmental dause. be 

permitted In the Fuel dause for special or unantlopated issues 

FPL supports a change to January through December recovery 

periods effective January 1999 for the other dauses (GPIF. 

Capacity and Environmental) all of which are already annual 

filings. Additionally, FPL would support a change to a January 

through December recovery period for the Conservation Clause 

(which Is already an annual filing, Apnl through March) as stated in 
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the Conservation Cost Recovery testimony of FPt Witness L 

Busto. 

Please explain the ben,eflta of this change. 

FPL believes that this change to an annual recovery penod Will 

minimize the changes in customers' bills from one penod to the 

next because it elimJna,es seasonality ln the fuel charge. It also 

provides customers With greater certa1nty. Customers have 

expressed an interest in th1s type of change For example. a 

customer preparing an annual budget Will know In Novtjmber what 

their fuel charge will be for the next year Currently, FPL could 

only provide customers with chargt -; for the first three months of 

the year. and there are three different changes 1n a year Also. 

since the fuel data Will be In calendar form. it Will be easier to use 

because it will be comparable to the way other information is kept 

Additionally, there will be a Significant workload reducllon. There 

will only need lo be one hearing scheduled each year And. filing 

fuel cost recovery on an annual basis will greatly reduce the 

amount of paperwork produced, f1led and processed by FPL. the 

Commission. and other parties 
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Does FPL propose a s chedule for this change? 

Yes. FPL proposes the folloWing schedule for all clauses. 

True-up fillng Mid September 1998 

Projection Filing 8eginn1ng of October 1998 

Discovery Period Mid September • M1d November 

Hearing Mid November 1998 

Effective date of factors - With customer b1llmgs from January 

1999 through December 1999 

How does FPL propose to handle the tran sition period? 

The annual recovery period would begin January 1999 therefore 

for transition, adjustment factors for aU clauses would need to be 

In place through December 1998. For this transition. FPL has filed 

projected fuel fa ctors for the period April 1998 through December 

1998. The Conservation Testimony to be filed on January 13. 

1998 already provides factors for the period Apnl 1998 through 

December 1998 !lince It Is an annual filing that covers the twelve 

month period from April 1998 through March 1999. For GPIF. 

Capacity and Environmental factors. FPL proposes to leave the 

current factors in place through December 1998. Another option 

would be to have an additional filing this summer to cover the 

transition period from October 1998 lftrough December 1998 for 

the GPIF, Capacity and Environmental Clauses. 
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What Is the proposed levellzed fuel factor for the perlvd April 

1998 through December 1998 which tho Company requests 

approval? 

1.972¢ per kWh. Schedule El, Page 3 of Appendix II shows the 

s calculation of the nine-month levelized fuel factor Schedule E2, 

6 Page 10 of Appendix II ind1cates the monthly fuel factors for April 

7 1998 through December 1998 and also the nine-month levehzed 

s fuel f .. ctor for the transition period 

9 

Has the Company developed nine-month levellzed fuel 

11 factors tor Its Time of Use rates? 

12 A. Yes. Schedule E1-D. Page 8 of Appendix II provides a nine-

13 month levelized fuel factor of 2.099¢ per kWh on-peak and 1.912¢ 

14 per kWh off-peak for our nme of Use rate schedules. 

IS 

16 a. Were these calculations made in accordance with the 

17 procedures previously approved In this Docket? 

18 A. Yes. with the exception of extend~ng the period of recovery. 

19 

20 a . What adjustments are Included in the calculation of the nine-

21 month levellzed fuel factor shown on Schedule E1, Page 3 of 

22 Appendix II? 

23 A . As shown on line 29 of Schedule E1, Page 3, of AppendiX II the 

24 estimated/actual fuel cost underrecovery for the October 1997 

7 
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through ' ' 1rch 1998 period amounts to $71 . 127.~79 This 

estimated/actual underrecovery plus the final underre::overy of 

$64,381 .785 for the April 1997 through September 1997 period 

results In a total unelerrecovery or $135,509.164. This amount. 

divided by the projected retail sales or 63.556.052 MWH for Apnl 

1998 through December 1998 results in an increase of 2132¢ per 

kWh before applicable revenue taxes. 

Please explain the ca lculatlon of the Fuel Cost Recovery 

Estimated/Actual True-up amount you are requesting this 

Commission to approve. 

Schedule E1 -B. Page 5 of Appendix 1: shows the calculation or the 

Fuel Cost Recovery Estimated/Actual True-up amount. The 

calculation of the estimated/actual true-up amount for the penod 

October 1997 through March 1998 is an underrecovery, including 

Interest, of $71 .127,379 (Column 7, lines C7 plus C8). This 

amount. when combined with the Final True-up underrecovery of 

S64.381,785 (Column 7, line C9a) deferred from the penod Apnl 

1997 through Seplember 1997. presented In my Final True-up 

testimony filed on November 20, 1997, results In the End of Period 

underrecovery of $135,5'09,164 (t;olumn 7. line C1 1) 

This schedule also provides a summary or the Fuel and Net 

Power Transactions (lines A1 through A7), kWh Sates (lines 8 1 

8 



96 

through 83), Jurisdictional Fuel Revenues (line C1 through C3), 

2 the True-up and Interest calculation (lines C4 through C10) for this 

3 period, and the End of Period True-up amount(line C 11 ). 

~ 

,; The data for October and November 1997, columns (1) and (2) 

6 reflects the actual results of operations and the data for December 

1 1997 through March 1998, columns (3) through (6), are based on 

8 updated estimates. 

9 

10 The variance calculation of the Estimated/Actual data compared to 

11 the original projections for the October 1997 through March 1998 

12 period Is provided in Sctledule E 1-B-1. Page 6 of Appendix II. 

13 

1 ~ As shown on line AS, the variance In Total Fuel Costs and Net 

IS Power Transactions Is S99.4 million a 15.4% Increase from the 

16 forecast, This variance is primarily due to a S70 4 million ancrease 

11 in Fuel Cost of System Net Generallon. a S14.5 million ancrease an 

18 Fuel Cost of Purchased Power. a S4.5 million Increase in Energy 

19 Payments to QualifylnQi Facilities and a S8.0 million decrease in 

20 Energy Cost of Economy Purchases offset by a $18.0 million 

21 variance In Fuel Cost of Power Sold. 

22 

n The increase in the Fuel Cost of System Net Generallon was 

24 primarily due to higher than projected oil and gas costs. An 8% 
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Increase in the unit cost of oil and a 29% Increase In the r>rice of 

gas resulted in the variance of approximately S70 million The 

Increase in Fuel Cost of Purchased Power was primarily due to 

higher than originally projected UPS purchases from Southern 

Companies as a result of the limited availability of lower cost 

economy energy. In addition, purchases from SJRPP are 

expected to be higher than onginally projected due to a change 1n 

main.anance outage dates. The increase In Energy Paymenls to 

Qualifying Facilities (QF) was primanly due to QF fuel costs be1ng 

slightly higher than orig1rnally projected. The decrease 1'1 Energy 

Cost of Economy Purchases was primarily due to the limited 

avallabillty of low cost economy ene:rgy. The decrease in Fuel 

Cost of Power Sold was pnmanly due to less than expected 

Opportunity Sales due to mild weather In the Southeast 

The true-up calculations ·follow the procedures established by th1s 

Commission as set forth on Commission Schedule A2 

''Calculation of True-Up and Interest Provision" f1led monthly with 

the Commission. 

Please explain Appendix Ill. 

Appendix Ill provides lhe Fuel Cost Recovery E Schedule:. 

prepared on a six month basis covering the period Apnl 1998 

through September Hl98 Should the transition to a n1ne month 

10 
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factor not occur, the fuel factor would 1ncrease since t.he true up 

amount would be spread over less months. Schedule L: 1. page 3 

of Appendix Ill shows the calculauon of th1s ~-month levelized 

fuel factor of 2.112¢ per kWh. Schedule El-D, Page a of 

Appendix Ill provides a ~-month levehzed tuel factor ot 2.250¢ 

per kWh on-peak and 2.043¢ per kWh off-peak for our T1me ot 

Use rate schedules. 

CAPACITY PAYMENT RECOVERY CLAUSE 

Is FPL proposing any changes to the Capacity Cost Recovery 

Clause? 

FPL is requesting that the Commission approve a midcourse 

correction to decrease Its currently authorized Capac1ty Cost 

Recovery Factors. effective With customer billings for Apnl 1998 

and to continue these factors through December 1998. 

Please explain why FPL Is proposing this change. 

In Order No. PSC- 97 -1045 • FOF-EI. the Commission approved 

FPL's currenUy authonzed CapaCity Cost Recovery Factors (CCR) 

for the period October 1997 through September 1998 FPL now 

anticipates a $63.4 mdhon variance tor the penod through 

September 1998. FPL's original projecuons 1nduded projected 

capacity payments for Osceola and Okeelanta Ouallfy1ng Fac11111es 

II 
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(OF's) for the period June 1997 through Septemt~r 1998 FPL 

2 has not made these capaetty payments to Osceola ana Okeelanta 

3 QPs. Rather than cont1nue to collect and refund these cepac1ty 

~ payments from customers. FPL has trued up the capac1ty costs to 

s date and removed the costs for Osceola and Okeelanta from the 

6 remainder or the projections through September 1998 There Is 

7 litigation pending. II any resolution takes place. FPL will advise 

8 ,.,e Commission and Incorporate any resolution 1n the appropnale 

9 Capacity Cost Recovery Filing The S63 4 million variance 

10 Includes an Estimated/Actual overrecovery of S45 4 m1llion tor the 

11 period April 1997 through March 1998 and approXImately S18.0 

12 million for costs assooaled with capacity payments tor Osceola 

t3 and Okeelanta OF's that were included 1n the ong1nal projections 

t4 for April 1998 through September 1998. Th1s mldcourse 

ts correctlon results In revised CCR factors beg1nn1ng Apnl 1998. 

16 FPL proposes, as a transition to calendar year factors. to extend 

17 these factors through December 1998 

18 

19 FPL believes that the Capaoty Cost Recovery Clause should 

20 remain on an annual basis but that infrequently a m1dcourse 

21 correction may be appropriate FPL believes that the magn1tude 

22 of this overrecovery warrants this change. 

23 

24 

12 
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a. Havo you prepared any exhibits that reflect these changes? 

2 A. 

3 

4 Q. 

s A. 

Yes. I have provided pages 1 through 10 of Appendix IV 

Please explain page 3 of Appendix IV. 

Page 3 of Appendix IV provtdes a summary of the capactty costs 

6 previously approved for reC()very dunng the April 1998 through 

7 September 1998 period, excluding capaclty payments of 

8 $18,001 ,182 for the Osceola and Okeelanta OF's which is shown 

9 on line 2b. Furthermore. line 9a renects t.he remainder of the 

10 previously approved estimated/actual overreC()very for tre penoa 

11 October 1996 through March 1997 of S5,239,866 ( S1 0,479,736 1 

12 12 months • 6 months). The additional midcourse correction 

13 overrecovery of $45.444.316 for the perioa April 1997 through 

14 March 1998 (eight months of actuals and 4 months of revised 

1 s estimates) Is reflected on hne 9b 

16 

11 The calculation of this $45,444,316 overreC()very for the penoa 

18 April 1997 through March 1998 IS shown on pages 4a and 4b of 

19 Appendix IV (page 4a, line 14 +line 15 + hne 17) 

20 

21 a. Is this true-up calculation consistent with the true-up 

22 methodology used for the other cost recovery clauses? 

23 A. Yes, it is. The calculation of the true-up amount follows the 

2~ procedures established by th1s Commission as set forth on 

ll 
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Commission Schedule A2 ·calculation of True-Up and Interest 

Provision· for the Fuel Cost Recovery Clause The in:erest 

calculations are provided as pages Sa and Sb of Appendix IV 

Please explain page 6 of Appendix IV. 

Page 6 of Appendix IV calculates the allocat on factors for 

demand and energy at g:eneratlon. The demand a.location factors 

are calculated by detennining the percentage each rate class 

contributes to the monthly system peaks. The energy allocators 

are calculated by determining the percentago each rate 

contributes to total kWh sales. as adjusted for losses. lor each 

rate class. 

Please explain page 7 of Appendix IV. 

Page 7 of AppendiX IV presents the calculation Of the proposed 

CCR factors by rate class. 

What effective date is the Company requesting for the new 

factors? 

The Company is requesting that the new FCR and CCR factors 

become effective with customer btlhngs on cycte day 3 of Apnl 

1998 and continue through cycle day 2 of December 1998. FPL '" 

also requesting that the current Envlronmenlal and GPIF factors 

remain in place through December 1998 Dunng this transition 

14 
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period. this will provide for 9 months of bill1ng on these factors for 

all our customers. 

What will be the charge for a Residential customer using 

1,000 kWh effective April1998? 

The total residential bill, excluding taxes and franchise fees. for 

1,000 kWh will be S75.09. The base bill for 1.000 residenllal kWh 

Is S47.46, the Fuel Cost Recovery charge from Schedule E1-E, 

Page 9 of Appendix II for a residential customer Is S 19 76. the 

Conservation charge is S2.11. the Capacity Cost Recovery charge 

Is S4.69, the Environmental Cost Recovery charge 1s S.31 and the 

Gross Receipts Tax is S. 76 A Resider.fial Bill Comparison (1.000 

kWh) Is presented In Schedule E 10, Page 67 of Appendix II 

Does this conclude your testimony. 

Yes. it does. 
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IIEFORETIU: 
FLORIDA 1'118LIC S!:RVlCI: c:otfiiSSIOtl 

DOCJa:T 110. 980001 - U 
CONTINUDIG SURIIEILI.J\IICE AND REVIEW Of" 

FUEL COST RICOIIERT CLIWSES OF ELECT1UC UTILITIES 

Direct Teatiaony o! 
O.Ocv• H . B&c:ha&n 

On B&ha1f o! 
Flodda Public Utili tie a Cc>ap!lny 

1 0 3 

Q. Ploaee atato your naa• a,nd buein••• addr·oaa . 

A. 

33~01 . 

Q . 

A. I aa .-played by Florida Public Ut~litJoa Company. 

o. Have you pr.viouoly C..atit'~ed in thia Ooclt.ot? 

A . "loa. 

o. 
A. I will briefly deaoribe tbo baaia for tho ooaput.tiona that woro 

aa.do in tho preparation oC tho var1oua Schedu..l•a that we havo 

aubaitted in aupport o! tho April 1998 - soptoaber 1998 Cuol coat 

recovery adjua~ta tor our t wo •lectrlc diviaiona . In ~~tion, 

I wil l adviao tho CoaalaaJ. on ot t.h• projec:cod di Ct'or·oncoa botwoan 

pu:rchaaed pewee coau allovod 1n dovolop1nq tho l.veU.z~ t'uol 

a.djuataent for tho period Oct<>bor 1997 - H<oreh 1998 and to 

April 1998 - Soptaaber 1 998 . 

o. 

direction? 

A . 

o. Which ot tho Sta_tr•a aot ot ached1.1lo• haa your co.pa ny coaplot-.d 

and Hled? 
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Wo have fil<><l Schedu1oa £1 , l:lA, £1-D, £10 · 1, £2 , £ "1, and £10 ! or 

MArianna and El , Ell\, £1·9, £19-1, £2, £7 , EB, and £10 Cor 

Fernandina Beach . Thoy are 1n~lu~ 1n Co.poa i t o Prohoar~n9 

Idantit"ication Nwabor Q!B-3. 

Tboao acheduloa aupport tho calculatio n o f th• lovallaed f u•l 

a djuataent factor f or April 19g9 - Sapto~r 1998 . Sehadul o £1-B 

ahowa t.ho Ca.lculation o f Purc:.haaod Power Co1t.t1 and Calculat-lon ot 

True-up a nd Int.eraat Provial.on Cor tho period October 1997 - Marc h 

1998 baaed on 2 Hontha Actual and C Hontha Eotiaat.ed dot•o. 

In derivation of tho projected coa t factor for tho April 1990 • 

8ap~r 1998, period, did you f ollow tho a&ae procoduroo that 

wore u aed in the prior period !~lin9a? 

Yea . 

Why haa tho OSLO rate o laaa Cor Fernandina Daac.h boon ••olud.cl t'roa 

th••• oo•putat iona? 

Deaand and other purchaaod power eoat.a are •••iqn.O t o tho OSLD 

rate claea directly ~lad on their a ctua.l CP K'W a nd thoir- a ctual 

JOf''U conaWiption . Tha t procedure tor tho CSLD claaa haa been in ua• 

tor aever al y•ara and haa not bean chanoed herotn . Co•~• to bo 

r.covered troa al l other c:-la•••• 1.a det.erain.cl af tel" deduc:t-1n9 froca 

total purc:haaed power aoeca ehoae eoate direct-ly a aaiQnod to CSLD . 

How vill th• "-and coat r.covery fa ctora tor the oth•r rate 

cl••••• ~ uood? 

Th e deaand coat r.c::ov•ry Caa~..or a for each o t the RS, C-S, CSO a .nd 

oL~·aL rac.a cl••••• w111 boeoae ono ole.J~en t. oc tho toul coat. 

r~overy factor tor thoae cla aaea. All oLhar coata o! purch•aod 

power will bo r•cove rod by tbo Uae Of tho lovol1XOd (ACtor thAt lA 

the .... for all thoae rate claa••• · Thua th• total f actor • ~ - oac h 

claaa will a,. tho aua o f t.he r•apeot.lv• doaand coal C•otor • nd Lho 
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lave.lazed factor t or a ll other coa t-a . 

Pl .. a e a ddreaa t.ho c alcula t..ton o t t.b.. t.ot.a l t.rue -up aaoun \. t.o be 

coll•ct.ed or r•Cund..S duri nq tll• 1.pril 1990 - lla pL•alMr 19~ Q . 

lfa have deterain..S tha t a t. tll• a nd oC Ma rch 1998 b<oa..S o n ,..., 

ao·ot.ha a c tual a nd t our -on,t.ha ••t1aated ,. ve vl ll have o v e r 

rocovored $131,270 in purc haled power co1ta in ou r MArianna 

d.ivialon . a .. ..s on •eti -t.ed .. 1•• Cor tlla period 1.pn I 1998 -

Sepc-bar 1998, it wU l boo n.-eeary to e ..t>Lrac t 0 8116C per 1CW11 t.o 

roLund thia over-re covery . 

1n Feznan<Una aa.ch wa will have ovar-.-.cov• .....S $269,441 1n 

porchaead power coete . TIU.a &80Wit will ba raCund..s a l 19SOH per 

KWH durinq the April 1998 - Sepc-bar 1998 peraod l••c l ud•• GSLD 

cueeoa.rel . Pa;a 3 a nd 12 o t Coapoe i te Pr•haarinq ldenl&C l Citlon 

Nual>er QCII-3 providee a .S.teil or tll• CAlcuhUon o r t.ha t.rua -up 

a..DGUDta • 

Lookin; back upon t.ha April 1991 - Saptaubar 1997 period, wh a t var a 

the ac ·ua.al End ot Poc.tod - True-Up a.aoun~• f or Ha r tanna and 

Farn&Ad.ina Beach, a nd t.h•ir llqnjhc:ance, 1! a ny? 

Tho Har1anna Diviaton oape riene.d an ove r - recovery o r $68 , 4 ~2 a nd 

Fe.rnancUna Be.ach Dlvia 1on over- t'ocovor.cl $ 40 . 961 Tho . _,un La bot.h 

roproaont fluctua tlona of 1••• Lba n 10\ t~ ~. t o tal t u• l c ha rq•• 

tor the peciod and •c• not con a1 dec·.ct a S.Qn 1 f1 c ant. varJanc •• tc~ 

pro)oet.iona . 

What a c e the C1nal r ... 1n1n9 true • up ..aunt• t o r ~h• per• - t Apcll 

1991 - 8opteaber 1991 for both d1v1o1one? 

o t $71, 6:1!> 

Beac h ~•• a n over- recovery o t $1 0 6 . 5 ' 7 

J 
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What are the ••ti-.ae.d truo - up aaounte t o r tho period of Octobor 

1997 • Karch 1998? 

In ~rianna, thaze ia an e aeiaated ov or-rocovary or $$2,62 4 . 

Fernandina Bead> laa an eati&at.d ovor·r .covery of $162,900. 

What will the total fuel e djuataent factor, excluding doaand coot 

rooovory , tM f o r bot.h diviaiona Co r t.ho per1od 

April 1998 - sap~r 1998. 

In Hari.&nna tho total tuol adjuataent fact.or •• aho vn on Line 33 , 

Schedule £ 1, ia 2.365¢ per KWH . In Fern•ndlna Doac h ~. total fuel 

adj uataent factor t or • other cl-••••••, •• ahown on Line 43, 

Schedule 1:1 , aaount. to 2 . 3260 ~r 1<1111. 

Pleaoe adviae what a raoid..,tid cuac-er uling 1,000 l:wff v1l1 ~Y 

t o r the ~riod April 1998 - lep~r 1998 inc luding baa• raeeo 

(wh ich include reviaed conaorvation ooa~ r . covory fa c lo ra ) a nd !uo l 

ad) uabaent fac tor and after application o f a llno loaa auleipl~or . 

In Karianna a raa i dantial aua~r ua ing 1,000 KWH v111 pay $6 4 .75 , 

an d.ecr .. ao of &2.33 l'roa tho provi o ua p.r1od. ln Fernandina 9e.ac:h 

a cua~r will ~y $60 . 30, • deer•••• o f $ • .9o froa the pr•vioua 

~dod. 

Doe• th1• conc1udo y ou r teati.ony'? 

Yoa . 

Ohk FUol 1/97 
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s a. 
6 A. 

GULF POWER COMPANY 

Before the Florida Public Service Commission 

Prepared Direct Testimony and Exhibit of 

Michael F. Oaks 

Docket No. 970001-EI 

Date of Filing: November 20. 1997 

Please state your name and business address. 

My name Is Michael F. Oaks and my business address is One Energy 

1 Place, Pensacola, Florida 32520..{)328. 

8 

9 a. What is your occupation? 

to A. I am the Compliance and Fuel Supply Supervisor at Gulf Power 

11 Company. 

12 

13 a. Mr. Oaks. will you please describe your education and experience? 

1 0 7 

14 A. I graduated from Belhaven College in Jackson. Mississippi, In 1977 with a 

1 s Bachelor of Science Degree In Chemistry. I joined Gulf Power Company 

16 In 1977 as a Chemist. Since than, I have held various positions with the 

11 Company, including Water Chemistry Specialist, Water aualily Specialist. 

18 Environmental Affairs Specialist, Environmental Audit Administrator, and 

19 Compliance Administrator. I was promoted to my present position in May 

20 1996. 

1 1 

n a. What are your duties as Fuel Supply Supervisor? 

23 A I supervise and administer the Company's fuel procurement, 

2~ transportation, budgeting, contract administration, and quality control to 

2s ensure the generating plants are provided e high quality fuel supply at the 



2 

) a. 
4 A. 

s 

lowest practical cost. 

Mr. Oaks, have you previously testified before this Commission? 

Yes. I have presented testimony to lhls Commission. 

Mr. Oaks, what is the purpose of your testimony in this docket? 

1 0 8 

(i a. 
7 A. The purpose of my testimony is to summarize Gulf Power Company's fuel 

x expenses and to certify that these expenses were property incurred 

9 during the period April1997 through September 1997. Also, 1l is my 

10 intent to be available to answer any questions that may arise among the 

11 parties to this docket concerning Gulf Power Company's fuel expenses. 

12 

n a. Have you prepared an exhibit that contains information to whieh you will 

14 refer in your testimony? 

IS A Yes. I have prepared an exhibit consisting of one schedule 

16 

17 Counsel: We ask that Mr. Oak's exhibit consisting of one schedule be 

18 marked as Exhibit No. (MF0-1 ). 

19 

20 a. During the period April 1, 1997. through September 30, 1997. how did 

21 Gutrs actual fuel expenses compare with the budget or projected 

22 expenses? 

2l A 

24 

Gutrs actual fuel expense was $112,795,375 as compared with the 

projected amount of $1 15,470,345, or under our estimate by 2.32%. 

25 Gulr s total net system generation was 5,805.044 MWH compared to the 

Ooclull No. 970001-EI Page2 Witness: Michael F. Oaks 
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projected generation of 5,941 ,530 MWH or 2.30% less than predicted. 

2 The resulting total fuel cost per KWH generated was 1.9431¢/KWH or 

J 0.02% under the projected amount of 1. 9434¢/KWH. 

~ 

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

c. ending September 30, 1997? 

7 A. 

8 

Gulf purchased 1,076,686 tons o:r 47% of Its supply from the spot coal 

market. My Schedule 1 of Exhibit No. (MF0-1) consists of a list 

9 of contract and spot coal suppliers for the period ending September 30, 

10 1997. 

II 

n a. 
13 

~~ A 

15 

16 

11 a. 
18 

19 • A. 

20 

21 

22 

23 

2~ 

2S 

How did the total projected purchase cost of coal compare with the actual 

cost? 

For the period, Gulfs t.otal cost of coal purchased was only 0.2% higher 

than projected. 

Should Gulrs fuel purchases for the period be accepted as reasonable 

and prudent? 

Yes. Gulfs coal purchases were either from long term contracts or the 

competitive spot market. Coal vendors are selected by procedures 

designed to assure a deliverable quantity of acceptable quality coal for a 

specific term at the lowest available delivered cost. Gulf has 

administered the provisions of these contracts and purchase orders 

appropriately. Most of Gulfs natural gas was purchased from the spot 

market on an as-needed basis from both producers and marketers, 

Docket No. 1170001-EI Pa.ge 3 Wltneu: Mlch1e1 F Oau 
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20 
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22 
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2~ 

a. 
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1 1 0 

utilizing interruptible transportation. However. for this reporting period a 

portion of our gas needs was purchased forward in order to mitigate the 

co:lt during high demand summer days. This strategy resulled in net 

savings of $54,000. All of Gulrs oil purchases were from oil vendors 

selected by open bids to ensure the most economical price of oil 

Mr. Oaks, does this conclude your testimony? 

Yes. 

Dockot No. 970001·EI P~~ge • WliJloss Michael F Oaks 
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3 

s a. 
6 A. 

GULF POWER COMPANY 

Before the Florida Public Service Commission 

Prepared Direct Testimony and Exhibit of 

Michael F. Oaks 

Docket No. 980001-EI 

Date of Filing: January 12. 1998 

Please state your name and business address. 

My 01ame Is Michael F. Oaks and my business address Is One Energy 

1 1 1 

1 Place. Pensacola, Florida 32520-0328. 

8 

9 a. What Is your occupation? 

10 A. I am the Compliance and Fuel Supply Supervisor at Gulf Power 

11 Company. 

12 

u a. Mr. Oaks, wlll you please describe your education al'ld experience? 

14 A. I graduated from Belhaven College in Jackson. Mississippi. in 1977 with a 

IS Bachelor of Science Degree in Chemistry. I joined Gulf Power Company 

"' in 1977 as a Chemist. Since then, I have held various positions with the 

17 Company. inclttding Water Chemistry Specialist, Water Quality Specialist. 

IR Environmental Affairs Specialist. Environmental Audit Administrator. and 

19 Compliance Administrator. I was promoted to my present posillon In May 

20 1996. 

2 1 

22 a. Wha~ are your duties as Fuel Supply Supervisor? 

23 A. I supervise and administer the Company's fuel procurement, 

24 transportation. budgeting, contract administration. and quality control to 

25 ensure the generating plants are provided an adequate low cost fuel 



1 1 2 

supply with minimal operational problems. 

2 

3 a. Are you the same Michael F. Oaks who has previously submrtted 

4 testimony In this proceeding. 

s A. Yes. 

6 

1 a. 
8 A. 

9 

Mr. Oaks, what Is the purpose of your testimony In th is docket? 

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

projection of fuel expenses for the period April 1. 1998 to September 30, 

10 1998 and to be available to answer any questions that may occur 

11 concerning the Company's fuel procurement procedures. 

12 

11 a. 
14 

u A. 

Have you prepared an exhibit that contains Information to which you will 

refer In your testimony? 

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

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

17 ten years. The purpose of this schedule is to illustrate the accuracy of our 

18 short-term projections of fuel expenses. 

19 

20 

21 

Counsel: We ask that Mr. Oak's exhibi1 consisting of one schedule be 

marked as Exhibi1 No. (MF0-2). 

n a. Has Gulf Power Company made any changes to Its methods in this period 

24 for projecting fuel cost? 

2s A. No. 

Docket No. 980001-EI Page 2 Wllness· MICI'~I F Oak$ 
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3 A. 

1 1 3 

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

this period? 

Yes. As oxplained In previous testimony, Gulf Power Company recently 

4 invoked a market review opener In the long-term contract with Peabody 

s CoaiSales and submitted a matching price based on a competHive market 

a evaluation. CoaiSales has agreed to the matching price. and on February 

1 1. 1998 the contract price will go to the market adjusted delivered price for 

8 1.9 million tons per year. This will result in substantial savings ror Gulfs 

9 customers, as reflected In the projection for this period. The contract now 

10 continues through the year 2007, with quarterly escalators based on the 

11 GOP/I PD. and another market adjustment in 2003. 

12 

13 Q. 

14 

IS A. 

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

during the April1998through September 1998 period. 

We are projecting the purchase or approximately 738.586 tons on the spot 

16 marital. This represents approximately 25% or our projected purchase 

17 requirements. 

18 

19 Q. 

20 A. 

21 

23 

24 

25 

26 

Mr. Oaks, does this conclude your testimony? 

Yes. 

Oockel No. 980001-EI Page 3 Wilnoss Mochael F Oaks 
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8 A . 
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16 

17 A. 
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GULF POWER COMPANY 

Before the Florida Public Service Commission 
Pr epared Direct Testimony of 

susan D. Cranmer 
Docket No. 970001-EI 

Fuel and Purchased Power Energy Cost Recovery 
Date of Filing : November 20, 1997 

1 1 4 

Please state your name , business address and occupation . 

My name is Susan Cranmer . My business address ts OnE 

Ene r gy Place, Pensacola, Florida 32520. I hold the 

position of Assistant Secretary and Ass istant Treasurer 

of Gulf Power Company. In this position, 1 am 

responsible for supe rv ising the Rales and Regulatory 

Matters Department . 

Please briefly describe your educational bac~ground and 

business experience . 

I graduated from Wake Forest University in 

Winston-Salem, North Carolina 1n 1981 with a Bachelo r o f 

Science Degree in Business and from the University o f 

West Florida in 1982 with a Bachelor of Arts Degree tn 

Accounting . I am also a Certified Public Accountant 

licensed in the State of Florida. 1 joined Gulf Power 

Company in 1983 as a F'inancial Analyst. Prior LO beiny 

selected for my current position, I have held various 

positions with Gulf including Computer t1odeling Analyst , 
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5 

6 

7 

8 

9 Q . 

10 

11 

12 

13 

14 

15 

A. 

16 Q . 

17 

18 

19 A. 

20 

21 g . 

22 

23 

24 A. 

25 

Senior Financial Analyst, and Supervisor of Rate 

Services . 

1 1 5 

My current responsibilities include supervision of : 

t a r iff administration , cost of se rvice acttvittcs, 

calculation of cost recovery factors, the regul atory 

filing function in the hates and Regulatory Hatters 

Department, and also treasury activities. 

Have you prepared an exhibit that contains ~nCorrnat10n 

to which you will refer in your testimony? 

Yes , 1 have . 

Counsel: We ask that Ms . Cranmer ' s Exhibit 

consisting of one schedule be 

marked as Exhibit No . (SDC-1). 

Are you familiar with the Fuel and Purchased Power 

(Energy) True-up Calculation fo r the per1od o f Aprll 

1997 through September 1997 set fo rth in your exhibit? 

Yes . This document was prepared under my supervtsion . 

Have you verified that to the best of your knowledge and 

belief, the information contained in this document is 

correct? 

'les, I have. 

Docket No. 970001-&I Wltne••• Su san D. CtAnw~r 
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3 

4 A.. 

5 

6 

7 Q. 

8 A. 

1 1 6 

What is the amount to be refunded or collected through 

the f uel cost recove r y factor in the period Apr11 1998 

through Sep tember 1998? 

An amount to be refunded of $2 , 886 , 443 was calculated as 

s hown i n Schedule 1 of my exhibit . 

Kow was this amount calculated? 

The $2 , 886,4 43 was calculated by taking the dlffercnce 

9 in the estimated April 1997 through September 199'1 

10 under- recovery of $857,475 as approved in Order No . 

11 PSC-97-1045- FOF-El , dated September S , 1997 and the 

12 actual over-recovery of $2,028 ,968 wh1ch 1s the sum of 

13 lines 7 and 8 shown on Schedule A-2 , page 2 of 3 , 

14 Period-to- Date of the monthly f1ling Cor September 1997. 

15 

16 Q . 

17 A. 

18 

19 

20 

21 

22 

23 

24 

25 

Ms . Cranmer, does this complete your testimony? 

Yes, it does . 

Docket ~o. 91000 1•EI Pa(Je 3 Wltn~as : Suaan D. Cranmer 
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25 

GULF POWER COMPANY 

Before the Florida Public Service Corruniss i.on 
Prepared Direct Testimony of 

susan D. Cranmer 
Docket No. 980001 -EI 

Fuel and Purchased Power Cost Recovery 
Date of fil ing: January 12, 1998 

1 1 1 

Please state your name, bus iness address and occupation. 

My name is Susan Cranmer. My business address is One 

Energy Place. Pensacola. Plorida 32520 - 0780 . I hold the 

position of Assistant Secretary and Assis tant Treasurer 

for Gulf Power Company. 

Please briefly describe your educational background and 

business experience. 

I graduated from Wake Forest University i n 

Winston-Salem, North Carolina in 1981 with a Bachelor of 

Science Degree in Business and from the University of 

West Florida in 1982 with a Bachelor o f ArLs Degree in 

Accounting . I am also a Certified Public Accountant 

licensed in the State of Plori da. I joined Gulf Power 

Company in 1983 as a financial Ana lyst . Pr1or to 

assuming my current position, I have held various 

positions with Gulf including Computer Modeling Analyst. 

s enior financial Analyst, and Supervisor of Rate 

Services. 
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6 

7 Q . 

8 

9 A. 

10 

11 Q. 

12 A. 

13 

14 

15 

16 Q. 

17 

18 

19 A. 

20 

2 1 0. 

22 

23 

24 A. 

25 

, , 8 

My responsibilities inc lude supervi s i on of: tariff 

administration, cost of service activities, calculat i on 

of cost recovery factors, the regulatory filiny function 

of the Rates and Regulatory Matt ers Departme nt . and 

various t reasury activit i es. 

Have you previously !iled t estimony befo r e t his 

Commission in Docket No. 980001 - El? 

Yes, I have. 

What is t he purpose of your testimony? 

The purpose of my testimony i s to discuss the 

calculation of Gulf Power's fue l cost recove ry factor s 

for the period April 1998 through Sept embe r 1998. 

Are you familiar with the Puel cost Recovery Clause 

Calculation for the period of April 1998 through 

sept ember 1998? 

Yes, these documents were prepared under my supervision. 

Have you ve r ified t hat to th~:. best o ! your lcno·.,lcdge and 

belief, the information contained in t hese documents i s 

correct? 

Yes, I have. 

Counsel: we ask that Ms . Cranmer's Exhibi t 

Docko& No . 980001-EI Peg~ 2 Wl~noan : Sus~n o . CrAnmer 
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4 Q. 

5 

6 

7 A. 

1 1 9 

consisting of thirteen schedules. 

be marked as Exhibit No. ISOC-21. 

M's. Cranmer, what has Gulf calculated as the true-up to 

be applied in the period April 1998 through September 

1998? 

The true-up for this period is a decrease of .0347¢/kwh. 

8 This includes a final true-up over-recovery of 

9 $2.886,443 for the April 1997 through September 1997 

10 period. As shown on Schedule E- lA, it also includes an 

11 estimated true-up under-recovery of $1,127.041 for the 

12 current period. The resulting over-recovery is 

13 $1,759,402. 

14 

15 Q. 

16 

17 

18 A. 

19 

20 

21 Q. 

22 

23 A. 

What has been included in this filing to reflect the 

GPIF reward/penalty for the period of April 1997 through 

September 1997? 

This is shown on Line 32b of schedule E-1 as a decrease 

of .0059¢/kwh, thereby penalizing Gull by $300,745. 

Ms. Cranmer, what is the levelized projected fuel factor 

for the period April 1998 through September 1998? 

Gulf has proposed a levelized fuel factor of 1.626¢/kwh. 

24 It includes projected fuel and purchased power energy 

25 expenses for April 1998 through September 1998 and 

Docket No. 980001·£1 Paqe 1 W1lncno : Susan 0. Cr4nmcr 



1 

2 

3 

4 
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7 

8 

9 o. 
10 

11 A. 

12 

13 

14 

15 Q. 

16 

17 

18 A. 

19 

20 

21 

22 

23 Q. 

24 

1 2 0 

p rojected kwh sales for the same period, as well as the 

t::rue-up and GPIF amount. The proposed leveli ze<l fuel 

factor also includes the special recovery amount 

&ssociated with the Air Products contract. The 

calculation of the specia l recovery amount is presented 

on Schedule E- 12 of my exhibit. The 1evelized fuel 

factor has not been adjusted for line losses. 

Ms. cranm~r. how were the line loss rnul tipl lers used on 

Schedule E-lE calculated? 

They were calculated i n accordance with procedures 

approved in prior filings and were based on Gulf ' s 

latest mwh Load Flow Allocators. 

Ms. Cranmer . what fuel factor does Gulf propose for its 

largest group of customers (Group Al, those on Ra-=.e 

Schedules RS, GS, GSO, OSIIl, and OSIV? 

Gulf proposes a standard fuel factor, adjusted for l1nc 

losses , of 1.646¢/kwh for Group A. Fuel factors for 

Groups A. B. C. and D are shown on Schedule E-lE. Th~se 

factor s have also been adjusted for line losses. 

Ms . Cranmer, how were the time-of-use fuel factors 

calculated? 

Docket No. 980001-EI PllO o •l Wllneon: !i \U'Jan D. Cranmer 



1 A. 

2 

3 

1 2 1 

These were calculated based on projected loads and 

system lambdas for the period April 1998 through 

September 1998. These factors included the GPIP. 

4 true-up, and special contract recovery cost amounts a"nd 

5 were adjusted for line losses . These time-of-use fuel 

6 factors are also shown on Schedule E-lE. 

7 

8 Q. 

9 

How does the proposed fuel factor for Rate Schedule RS 

compare with the factor applicable to March and how will 

10 the change affect the cost of 1000 kwh on Gulf's 

11 residential rate RS? 

12 A. 

13 

14 

The current fuel factor for Rate Schedule RS applicable 

to March 1998 i s 2 . 157¢/kwh compared with the proposed 

factor of 1.646¢/kwh. Por a residential customer who 

15 uses 1000 kwh in April 1998, the fuel portion of the 

16 bill will d ecrease from $21.57 to $16.46. 

17 

18 Q. Ms. Cranmer , has Gulf updated its estimat of the 

19 as-available avoided energy costs to be shown on COGl a s 

20 required by Order No. 13247 issued May l, 1984, in 

21 Docket No. 830377-EI and Order No. 19548 issued .lune 21. 

22 1988, in Docket No. 880001-EI? 

23 A. 

24 

Yes . A tabulation of these costs is set forth in 

Schedule E- ll of my Exhibit: SDC- 1. These costs 

Docket No. 980001-EI Page 5 w nneso: 



1 2 2 

1 represent the estimated averages for the period from 

2 April 1998 through March 2000. 

3 

4 Q. 

5 

6 A. 

When does Gul f propose to collect these new fuel 

charges? 

The fuel factors will apply to April 1998 through 

7 September 1998 billings beginning with Cycle 1 muLer 

8 readings scheduled on April 1. 1998 and ending w1th 

9 meter readings scheduled on September 29, 1998. 

10 

11 Q. 

12 A. 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Ms. Cranmer. does this complete your testimony? 

Yes. it does. 

Docket No. 980001-£! Pave 6 Witness: Susan 0. Cranmer 
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GULF POWER COMPANY 

2 
Before the Florida Public service Coamission 

Direct Testiaony ot 
c. o. Fontaine 

3 Docltet No. 970001-EI 
Date ot Piling Novaaber 20, 1997 

s 

6 

7 Q. Please state your naae, address and occupation. 

a A. My naae is George D. Fontaine, my business address is 

9 one Energy Place, Pensacola, Florida 32520-0335, and my 

10 position is Per~oraance Taat Specialist tor cult Power 

II Company. 

12 

13 Q. Please describe your edu.cational and business 

14 baokgroun~. 

IS A. I received ay Bachelor ot Mechanical Enqineerinq Deqree 

16 from Auburn Onive.rsity in 1980 . Pollovinq qracluation, 

17 I joined Cult Power Coapany as an Associate Engineer at 

11 the Scholz Electric Generating Plant, and as I 

19 previously stated, ay current position is Performance 

20 Test Specialist. I am also a registered Professional 

21 Engineer in the state of Florida. 

22 

23 Q. Mr. :Fontaine, bave you previously te•tiried in this 

24 Docket? 

lS A. Yes, sir. 
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Q. Mr. Fontaine, vhat ia the purpose of your testimony in 

2 this proceedinq? 

3 A. The purpose of II}' teatiaony is to present GPIP' re•sulta 

4 for Gulf Power company for the period of April 1 , 1997, 

$ throuqh Septeaber 30, 1997. 

6 

7 Q. Mr . Fontaine, have you prepared an exhibit that 

a contains inforaation to which you vill rater in your 

9 teatlaony? 

10 A. Yea, Sir, I have prepared an exhibit conaistinq of five 

II schedules. 

12 

13 Q. Mr . Fontaine, was this exhibit prepared by you or under 

14 your direc tion and supervision? 

U A. Yea, it vas. 

16 

17 

II 

19 

Counsel: We ask that Mr. Fontaine's exhibit be 

lllllrked tor identification as exhibit (GDP- 1) . 

W Q. Mr. Fontaine, before reviewinq the GPIP Results for 

21 Gulf'• unite, is there a.ny intot'lll.ation which has been 

22 supplied t o the coaaiaa ion p4rtaininq to this CPI P 

23 period Vhich r4tq\lirea uend.Jient? 

24 A. 

2$ 

Yea, aoae c orrections need t o be ude to the actual 

unit perforaance data which vas subaitted monthly to 

Wlltlal: G. D. Fon!L.-
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the co .. iaai on during this peri od. These corrections 

2 are baaed on discoveries aade during our final revi~w 

l to deter.ine the accuracy ot this intoraation p r ior to 

4 this proceeding . The Actual Unit Performance Data 

s tabl~a on pages 14 to 19 ot Schedule 5 incorporate 

6 these changes. The data contained on these tables i s 

7 the data upon vh.ich the GPIP calculation was •ade. 

a 

9 Q. 

10 

II A. 

12 

Mr. Fontaine, would you nov review the Company ' s 

equivalent availability results tor the period? 

Actual equivalent availability and adj usted actua l 

equivalent availability tiqures tor each ot the 

13 coapany•a GPIP units are ahovn on page 13 ot Schedule 

14 5. Pages 3 through 8 ot Schedule 2 conta in the 

IS calculation• tor the adjusted actual equivalent 

16 availabilities. 

17 A cal culation ot GPil' availability poi nts based on 

18 these availabilities and the targets established by 

19 Coaaiaaion order PSC-97-0359-FOF-EI ia on page q ot 

20 Schedule 2. The results are: Cr ist 6, +8.57 points; 

21 Cris ·t 7 , +3.64 points; Saith 1, - 10.00 90ints; Smith 2, 

22 +10 . 00 point.a; Daniel 1, -10 . 00 points, and Daniel 2 , 

23 -10. oo points. 

24 

2S 

Doc:kd No. 910001-21 Witness· 0 . D. Footaloc 
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Q. Mr. Fontaine, what ware the heat rate results for the 

2 period? 

3 A. The detailed calculation of the actual average r~et 

4 ope.ratinq heat rates fo.r the Coapany •s GPlP units is on 

5 paqes 2 through 7 of Schedule 3. These heat rate 

6 fiqurea have not at this point been adjusted in 

accordance with GPIP procedures for load and other 

a factors to the baa- of their tarqeta. 

9 As waa done for the ·prior GPIP pariods, and as 

10 i ndicated on page• 8 through 1 3 of Schedule 3, the 

II target setting equations were used to adjust actual 

12 results to the tarqt~t bases. These equations, 

13 submitted in Janu.ary 1997, are shown on page 15 of 

14 Schedule 3. 

15 As calculated on page 16 of Schedule 3, the 

16 adjusted actual average net operating heat rates 

11 correspond to GPIF unit heat rate pointe of: o.oo for 

18 Crist 6, +0.67 for criat 7; o.oo for S.ith 1, +8.10 for 

19 

20 Q. 

21 

22 

23 

24 A. 

Smith 2; -8.37 for Daniel 1; and -10.00 for Daniel 2. 

Kr. Fontaine, what nuaber of Co11pany points we.re 

achieved durinq the period, and what reward or penalty 

is indicated by these pointe according to the GPIF 

procedure? 

Using the unit equivalent availability and heat r ato 

25 points previously •entionad, along with the appropriate 

Docb:l No. 970001-m WitDea; 0. D. Fontaine 
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waiCJbting factors, the Coapany points vould be -3.50 as 

2 indicated on page 2 ot Schedule 4 . This calculated to 

3 a penalty i n the aaount ot $300,745 . 

• 
s Q. Mr. Fontaine, would you please suaaarize your 

6 tegtiaony? 

7 A. Yea, Sir. In view ot the adjusted actual equivalent 

8 availabilities, aa ahovn on page 9 ot Schedule 2, and 

9 the adjuat.ed actual average net operating beat rates 

10 achieved, aa abovn on page 16 ot Schedule 3, evidencing 

II the Coapany ' a pertoraance tor the period , Gulf 

12 calculates a penalty in the aaount of $300,745 aa 

JJ provided tor by the GPIF plan . 

•• 
IS Q. Mr. Fontaine, does thia c onclude your testiaony? 

16 A. Yes, Sir. 

17 

IS 

19 

20 

21 

lZ 

23 

24 

:u 
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GULF POWER COMPANY 
Befor e the Florida Public Service Commission 

Direct Testimony of 
0. D. Fontaine 

Docket No. 980001-EI 
Date o f Filing January 12, 1998 

Please state your name, addresv and occupation. 

1 2 8 

7 A. My name is George D. Fontaine, my bus~ness aodress is 

8 One Energy Place, Pensacola, Florida 32520-0335, and my 

9 position is Performance Test Spec1alist for Gulf Power 

10 Company. 

11 

12 Q. Please describe your educational and business 

13 background. 

14 A. I received my Bachelor of Mechanical Engineering Degree 

15 from Auburn University in 1980. Following graduation, 

16 I joined Gulf Power Company as an Associate Engineer at 

17 t~e Scholz Electr~c Generat1ng Plant, and as I 

18 previously stated, my current pos1t1on is Performance 

19 Test Specialist. 1 am also a reg1stered Profcos1onal 

20 Engineer in the State of Florida. 

21 

22 Q. Have you previously testified in this Docket? 

23 A. Yes. I have presented testimony regarding the 

2 4 Generating Performance Incentive Factor IGPIF) 

25 periodically for the past several years. 
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9 

:o 
11 

12 

13 

: 4 

!5 

!6 

17 

18 

~9 

20 

~1 

22 

23 

24 

25 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

What is the purpose.of your testimony in th1s 

proceeding? 

1 2 9 

The purpose of my testimony today is t o prese~t GPir 

targets for Gulf Power Company for the per1od of Apr!l l, 

1998 through September 30, 1998. 

Have you prepared an exhibit that contains informatlon 

to which you will refer in your testimony? 

Yes, I have prepared an exhibit consisting of three 

schedules. 

l-Ias this exhibit prepared by you or under your 

direction and supervision? 

Yes, it was. 

Counsel: We ask that Mr. Fontaine's exhiblt be 

marked for ident ification as exhibit __ (GOF·2). 

Which un1ts does Gulf propose to include under t he GPIF 

for the subject period? 

We propose that Crist Un1ts 6 and 7, Sm1th Un1ts 1 and 

2, and Daniel Units 1 and 2 continue to be the 

Company's GPIF units. 

Cioc '-"t He. ~BOOCl·LI 
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1 Q. What are the target heat rates Gulf proposes to use in 

2 the GPIF for these units for the performance per1od 

3 April 1, 1998 through September 30, 1998? 

4 A. 

5 

6 

7 Q. 

S A. 

9 

I would like to refer you to Page 32 o f Schedule l o f 

my exhibit where these targets are listed. 

How were these proposed target heat rates determlned? 

In every case they were determined according t o t he 

GPIF implementation manual procedures for Gulf. Page 2 

10 o f Schedule 1 shows the target average net operat i ng 

11 he~t rate equations for the proposed GPIF units, and 

12 pages 4 through 29 o f Schedule 1 contain the week l y 

13 historical data used for the statistical development of 

14 these equations. 

1 5 Pages 30 and 31 of Schedule 1 present the calculations 

16 which provide the unit target heat rates from the 

17 target equations. 

18 

1 9 Q. Were the maximum and minimum atta1nable heat rates fo r 

20 each proposed GPIF unit, indic ated o n page 32 of 

21 Schedule 1, calculated according t o the appropriate 

22 GP!F implementation manual procedures? 

23 A. Yes. 

24 

2~ 

tlock H tro . 980001 -t:l Pa 'ile 3 Wttnesa: C. 0. font a i ne 
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3 A. 
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6 Q. 

7 

6 A. 

9 

10 

11 

12 

13 Q. 

14 

l!i A. 

16 

17 

18 

19 

20 o. 
21 

22 A. 

23 

2q 

:! 5 

1 3 1 

What are the proposed target, max~mum and "'lr.l'l"·'-'''• 

equivalent availabil1t1es !or Gulf's un 1r s? 

The carget equivalent avallab1l it ies and the u rilnges 

are listed on page 4 of Schedule 2. 

How are these target equivale~t availab1l1t1es 

determined? 

The target equivalent ava1lab1lities were determ1ned 

according to the standard GPIF implementati On manual 

procedures for Gulf, and are presented on page 2 of 

Schedule 2. 

How were the maximum and m1n1mum attainable equivalent 

availabilities determined (or each unit? 

The maximum and minimum attainable equ1valenL 

availabil~ties, which ar~ presented along Wllh their 

respective target availabilities on page 4 o ( Schedu le 

2, were determined per GPIF manual procedures f or Gulf. 

Mr. Fontaine, has Gulf completed the GPIF m1nimum 

fi ling requirements data package ? 

Yes, we have completed the required data. Schedule 3 

of my exhibit contains this 1nformat1on. 

W1tne1a: C. D, r ontAlne 
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7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q. 

A. 

Mr. Foncaine, would you please summarize your 

testimony? 

Yes . Gulf asks that the Commission accept: 

1 3 2 

1. Crist Units 6 and 7, Smith Units 1 and 2 .and Daniel 

Units 1 and 2, for inclusion under the GPIF for the 

period of April 1, 1998 through September 30, 1998 . 

2. The target, maximum attainable, and min 1mum 

actainable average net operating heat rates. as 

propose~ by the Company and as shown on page 32 o ( 

Schedule 1 and also page 5 of Schedule 3 uf rny 

exhibit. 

3 . The target, maximum atcainable, and minimum 

attainable equ i valenc ava ilabilities . as proposed 

by the Company and as sho~~ on Page 4 of Schedule 

2 and also page 5 of Schedule 3 of my exh ibit. 

4. The weekly average net operating heat rate least 

squares regression equations, shown on pag e 2 o f 

Schedule l and also pages 18 through 23 o( 

Schedule 3 of my exhibit, fo r use in adJusting t hP. 

six-month actual unit heat rates to target 

conditl.ons. 

oock&t No. 980001-tl Paqe ~ 
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11 

12 

13 

14 

15 

16 

17 

18 

1~ 

20 

21 

22 

2 3 

24 

25 

Q. 

A. 

1 3 3 

Mr. Fontaine , does this conc lude you r t estimony? 

Yes , Sir . 

Docket No . 980001 - El W1tnoss: G. o. Fonta1ne 
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GULF POWER CQMPANX 

Before the Flor ida Public Service Commission 
Direct Testimony of 

H. w. Howell 
Docket No. 970001-EI 

Date of Piling : November 20. 1997 

1 3 4 

6 Q. Please state your name, business address and occupation . 

7 A. Hy name is M. W. Howell , and my business address is One 

8 Energy Place , Pensacola, Florida 32520. I am 

9 Transmission and System Control Manager for Gulf Power 

10 Con;>any. 

II 

12 Q. Have you previously testified before this Commission? 

13 A. Yes. I have testified in various rate case, 

14 cogeneration, territorial dispute. planning hearing, 

IS fuel clause adjustment , and purchased power ,capacity 

16 cost recovery dockets . 

11 

18 Q. Please summarize y our educational and professional 

19 background. 

20 A. I graduated from the University of Florida in 1966 with 

21 a Bachelor of Science Degree in Electrical Engineering. 

22 I received my Masters Degree in Electrical Engineering 

23 from the university of Florida in 1967, and then joined 

24 Gulf Power Company as a Distribution Engineer. I have 

2S since served as Relay Engineer , Manager of Transmission, 
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Manager of System Planning, Manager of Fuel and System 

1 Planning , and Transmission and System Cont rol Manager. 

3 HY experience with the Company has included all areas o f 

4 distribution oper ation, maintenance, and cons truction ; 

s transmission operation, maintenance, and construction; 

6 relaying and p r otecti on o f the generat ion, transmission, 

7 and distribution s ystems; planning the generation , 

8 transmission, and distribution system; bul k p ower 

9 interchange administration; overall management o f fue l 

10 planning and procurement; and operation of the s ys tem 

11 dispatc h center . 

12 I am a meml:ler of the Engineering Committees and 

13 the Operating Committees o f the Southeastern Electric 

14 Reliability Council and the Florida Reliabil.ity 

I S Coordinating Council, and have served a s chairman of t he 

16 Generation Subcommittee of the Edisora Electric Inst itute 

17 System Plannin g Committee. I have served as c ha irman or 

18 member of many technical committees and task forces 

19 within the Southern electric system, the Florida 

20 Electric Power Coordinating Group, and the North 

21 American Electric Reliability Council. These have dealt 

22 with a variety of technical issues inc luding bulk power 

23 securi t y, system operations , bulk p ower contracts, 

24 generation expansion , transmissi on expansion, 

25 transmission interconnec tion requirement s, central 

Docket No. 970001-EI 2 Witness: M. W. Howell 
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dispatch, transmiss ion system operation , transient 

2 stability, underfr equenc y operation , genera~or 

3 underfrequency protection, and system produc·tion 

4 costing. 

s 

6 Q. What is the purpose of your testimony in this 

7 proceeding? 

8 A. I will SWIIIIIlr i ze Gulf Power CoiJilany' s purchased power 

9 recoverable costs for energy purchases and sales that 

10 were incurred during the April 1, 1997 through September 

II 30, 1997 recovery period. I wi ll then coiJila·re these 

12 a ctual costs to their projected levels f o r the period 

13 and discuss the primary reasons for the differences. 

14 

15 Q. During the period April 1, 1997 through Septerr~er 30, 

16 1997, what was Gulf 's actual purchased power recoverable 

11 cost fo r energy purchases and how did it compare w~th 

18 t he projected amount? 

19 A. Gulf's actual total purchased power recoverable co::t for 

20 ener gy purchases, as shown on line 12 of Schedule A- 1, 

21 was $14 ,16l, 434 for 74~.8l9,991 KWH as compared to the 

22 projected amount o f $10,622,24 1 for 530,540,000 KWH. 

23 The actual cost per KWH purchased was 1.9067 ¢/KWH as 

24 compared to the projected 2.0022 ¢/ KWH . or 5~ below the 

2S projection. This lower price is why the amount o f 

Docket No. 970001-2I 3 Witness: H. W. Howell 
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energy purchaaed was 40\ over the projected amount. 

2 

3 Q. What wer e the events that influenced Gulf's purchase of 

4 e.nergy? 

5 A. ~ring the recovery period, the availability o f lower 

6 cost pool e n e r gy due to lower than budgeted system 

7 terr itor ial loada and higher than budget.ed nuclear and 

8 hydro generation on the Southern electric system during 

9 the sumner month.3 allowed Gulf to purchase more energy 

10 at: a lower unit price than was forecasted iu order to 

II meet its load obl igations . 

12 

IJ Q. During the period April 1, 1997 through September 30, 

14 1997, what was Gulf's actual purchased power fuel cost. 

15 for energy sales and how did it compare with the 

16 projected amount? 

17 A. Gulf's actual t otal purchased power fuel cos·t f or energy 

18 sales, shown on line 18 of Schedule A- 1 , was $20,243,585 

19 for 1,079,735,770 KWH as compared to the projected 

20 amount of $17,664 ,800 for 1,032,484,000 KWH . Thia 

21 resulted in a variance above budget of $2,578,785, or 

22 15\. The actual fuel cost per KWH sold was 1.8749 ¢/~~ 

23 as compared to 1.7109 ¢/KWH, or 10\ above projection . 

24 

25 

Docket No . 970001-BI 4 Witness: M. 1'1. Howell 
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16 

17 

18 
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20 

21 

22 
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24 

2S 

Q. 

A. 

Q. 

A. 

1 3 8 

What were ~he even~s Chat influenced Gulf's sale of 

energy? 

During ~he recovery period, the Southern electric s:.·stem 

experienced a higher than budgeted demand for of f- system 

Unit Power Md economy energy. Therefore , Gulf sold 

more energy at a higher uni t price t o meet system 

obligations for these sales. 

How are Gulf's net purchased power fuel costs affected 

by Southern electric system energy s ales? 

As a member of the Southern electric system power pool, 

Gulf Power participates in these sales. Gu lf 's 

generating units are economi~ally dispatched to meet the 

needs of its territorial custom~rs, t he system, and 

off -system cus t omers. 

Therefore, Southern s ystem energy sales provide a 

market for Gulf's surplus energy and generally improve 

unit l oad factor s. The cost of fuel used t o make these 

sales is credited agains t, and therefore reduces, Gu lf's 

fuel and purchased power cost s. OVera ll, Gulf's Total 

Fuel and Net Power Transactions fo r the recovery period , 

as shown on line 20 of Schedule A-1. were 2\ under 

budget. 

Docket No. 970001-EI 5 Witness: M. w. Howell 
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Q. Does this conc lude your tes timony? 

2 'A. Yes . 

3 

4 

~ 

6 

7 

8 

9 

10 

II 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

2. 

25 
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Direcc Testimony of 

M . \•1. Howe 11 
Docket No. 980001 - EI 

Date of Filing: January 12, 1998 

1 4 0 

Q. Please state your name. business address and occupation . 

7 A. My name is M. w. Howell. and my business address is One 

8 Energy Place. Pensacola, Florida 32520 . I am 

9 Transmission and Sys cem control Manager !or Gulf Power 

10 Company. 

II 

12 Q. Have you previously testified before thi s Commission? 

IJ A. Yes. I have tes tifi ed in va rlouA rate case . 

1~ cogeneration, territoria l dispute. planning hearing. 

IS fuel clause adjustment, and purchased power capacity 

l h cost recovery dockets. 

17 

18 Q. Please summarize your educational and professional 

19 background . 

20 A. 1 graduated from che Universicy of Florida in 1966 with 

21 a Bachelor of science Degree in Eleccrical Engineering . 

22 I received my Masters Degree in Electr ical Engineer ing 

23 from the University of Florida in 1967, and Lhen joined 

2~ Gulf Power Company as a Distribucion Engineer. I have 

2S since served a s Relay Engineer, Manager of Transmission 
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Manager of System Planning, Manager of Fuel and System 

2 Planning , and Transmission and System Control Manager. 

3 My experi ence with the Company has included all areas of 

4 distribut ion operation, maintenance, and cons ·truction; 

5 transmission opera tiOr'l, rna intentsnce, a.nd corls 'truction; 

6 relayi ng and prot ection of the generation. transmission, 

7 and distribution systems; planning the generation, 

8 transmission, and dist ribution systems; bulk power 

9 int erchange administration; overall management of fuel 

10 planning and procurement; and operation of the system 

11 dispatch center. 

12 I am a member of the Engineering Committees 

13 and the Operating Committees of the Southeastern 

14 Electric Reliability Council and the Florida Reliabil ity 

15 Coordinating Council, and have served as cha irman oL the 

16 Generation Subcommittee of the Edison Electric I nst itute 

17 System Planning Committee. I have served as chairman or 

18 member of many technical committees and task forces 

19 within the Southern electric system, the Fl orida 

20 Electric Power coordinating Group, and the North 

11 American Electric Reliability Council. These have dealt 

Z2 with a variety o£ technical issues i ncluding bulk power 

23 security, system operations, bulk power contracts , 

24 generation expansion, transmission expansion . 

lS transmission interconnection requirements. centra l 

DOcket No. 980001-EI 2 Witness: M. w. Howell 
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dispatch, transmission system operation, transient 

2 stability, underfrequency operation, generator 

3 underfrequency protection, and s ystem production 

4 cos ting. 

~ 

~ (" . \'lhat is the purpose of your testimony in this 

7 proceeding? 

8 A. The purpose of my testimony is to support Gulf Power 

9 Co~pany•s projection of purchased power recoverable 

10 costs for energy purchases and sales for the period 

II April. 1998 - September, 1998. 

12 

13 Q. What is Gulf's projected purchased power recoverable 

14 cost for energy purchases for the April, 1998 -

IS September, 1998 recovery period? 

16 A. Gulf's projected recoverable cost for energy pu r chases. 

17 shown on line 12 of Schedule E-1 of the fuel f iling, is 

18 $7, 424, 990. These purchas es result from Gulf' s 

19 participation in the coordinated opert~tion of the 

20 Southern e lectric s ystem power pool. This amount is 

21 used by Gulf ' s witness Susan Cranmer as an input in the 

22 calculation of the fuel and purchased power cost 

23 adjustment factor . 

24 

2S 

Docket No. 980001-EI 3 Witness: M. w. Howell 
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Q. ~~at is Gulf ' s projected purchased power fuel cost for 

2 ener gy sales for the April. 1998 - September. 1998 

3 recovery period? 

4 A. The p roj ected fuel cost for energy sales, shown on line 

s 18 o f Schedule E- 1, is $26,14 9 .800 . These sales also 

6 result from Gulf's participation in the coordinated 

7 oper ation of the Southern elec t ric system power pool . 

R This amount is used by Gul f's witness Susan Cranmer as 

9 an input in the calculation of the fuel and purchased 

10 power cost adjustment factor. 

II 

12 Q. Does this conclude your test imony? 

13 11. Yes . 

14 

IS 

16 

17 

IR 

19 

20 

21 

22 

2) 

25 
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15 
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17 

18 
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B.FOU 'l"KB FLORIDA PUBLIC SDVXCB COMKISS:CON 

PUPA.Illm DillBCT ~TIXONY 

OP 

ltAJUDl 0. ZWOLAX 

Please state your name, address, occupacion and employet. 

My name i s Karen 0. Zwolak . My business address is 702 

North Franklin Street, Tampa. Florida 33602. My position 

is Manager - aner gy Issues in the Regulatory Affairs 

Department of Tampa Electric Company . 

Please provide a brief outline of your educat1onal 

background and business experic~ce. 

I received a Bachelor of Arts degree in Microbiology i n 

1977 and a Bachelor of Science degree in Chemica l 

Bngineering in 1985 from the University of South Florida. 

I began my engineering car eer in 1986 at the Florida 

Department of Environmental Regulation and was employed as 

a Permitting Rngioeer in the Industrial wastewater Program. 

In 1990, I joined Tampa Electric Company as an engineer in 

the Bavironmental Planning Department and was responsib e 

for permitting and compliance issues relating to wastewater 

treacment and disposal. In 1995, I transferred to TEC ' b • 

L _ ____ __ 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 Q. 

12 

13 A. 

1 4 5 

Bnergy Supply Department and assumed the t1uties of the 

plant chemical engineer at the P. J. Gannon Station. In 

this position, I was responsible tor boiler chemistry, 

water management, a.nd maintenance of environmental 

equipment and general engineering support. In 1997, I was 

promoted to Manager, Bnergy 

Regulatory At fairs Department. 

Issues in the Blectric 

My present responsibilities 

include the areas of fuel adjustment, capacity cost 

recovery, environmental filings and rate design. 

What is the purpose of your testimony in this proceeding? 

The purpose of my testimony is to present the net true-up 

14 amounts for the April 1997 through September 1997 period 

15 for both the Puel Cost Recovery and the capacity Cost 

16 Recovery Clauses. 

17 

18 JI"'"ZL COST UCOVE:RY CLAOSB 

19 

20 Q. 

21 

22 

23 A. 

24 

25 

What is the net true -up amount for the fuel cost recovery 

clause for the period April 1997 through September 1997? 

An over/ (under) - recovery of ($6, 042, 407 1 . The actual 

fuel cost over/(under) - recovery, including i nterest, is 

($1,232,698) for the period April 1997 through September 

2 
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1 1997 (Schedule A2, page 2 of 3, of Septembe~ 1997 monthly 

2 tiling, in Document No. 4, reflects an end of period total 

3 net true-up of $694,267. Subtracting the beginning of 

4 period deferred true·up of $1, 926, 965 yields the 

5 ($1,232,698). Thie ($1,232,698) amount, less the 

6 actual/estimated over/ (under) - recovery approved in the 

7 August 1997 fuel hearings of $~,809,709 results in a final 

8 over/(under) - recovery for the period of ($6,042,407 ) . 

9 This over/ (under) · recovery amount of ($6, 042, 407) will be 

10 carried over and applied in the calculation of the fuel 

11 recovery factor for the period April 1998 through September 

12 1998. 

13 

14 Q . 

15 

Row much effect will this ($6,042, 407) over/(underl 

recovery in the April 1997 through September 1997 period, 

16 have on the April 1998 through September 1998 period? 

17 

18 A. The ($6,042,407) over/(un.der) · recovery will cause a 1,000 

19 KWH residential bill to be approximately $0.72 higher. 

20 

21 Q. 

22 

23 

24 

25 A. 

Row are the fuel revenues associated with the Florida 

Municipal Power Agency and the City of Lakeland wholesale 

sales treated in thia final true-up filing ? 

As per Order No. PSC-97-1273-FOF-EU, Tampa Electric shall 

3 
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1 credit ita fuel clause with an amount equal to :he system 

2 incremental fuel coat resulting from the Florida Municipal 

3 Power Agency and Lakellllld Sales. Document No. 2, page 1 of 

4 1, line C6B, reflects an amount of ($2,920, 793) to be 

5 credited to the fuel clause. The ($2,920 , 793 ), f or the 

6 period December 1996 through September 1997, is the 

7 difference between the fuel revenues previously credited 

8 each month in the fuel clause and system incremental fuel 

9 coat eacb month, adjusted for jurisdictional separation IUld 

10 losses. 

11 

12 Q . 

13 

1 4 A . 

15 

16 

Have you prepared an Rxhi bit in thiu p roceeding? 

Yes. Bxhibit No. (KOZ- 1, Fuel coat Recovery and Capacity 

Cost Recovery) which contains four documents. Document No. 

3 is used to explain the capacity coat recovery clause 

17 which is discussed later in my testimony. Document No. 4 

18 contains Commi ssion Schedules A- 1 through A- 9 for the 

19 months of April 1997 through September 1997. Included with 

20 the September 1997 monthly f iling is a s ix months summary 

21 for each of Ccmnission Schedules A6, A7, AB, and A9 for the 

22 period April 1997 through September 1997 . 

23 

24 Q. 

25 

Please explain Document No. 1. 

4 



1 A . 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 Q. 

25 

1 4 8 

Document No. 1, entitled •Tampa Blectric Company Pinal Fuel 

Over/(Onder) · Recovery tor the period April 1997 through 

September 1997 " shows the calculation of the final fuel 

ov er/(under) · recovery for the period of ($6,042,407 ) 

which will be applied to jurisdictional sales during the 

per iod April 1998 through September 1998. 

Line 1 shows the total company fuel costs of $198,495,705 

for the period April 1997 through September 1997. The 

jurisdictional amount of total fuel costs is $195,789,824 

as shown on line 2. This amount is compared to the 

jurisdictional fuel revenues applicable to tho period on 

line 3 to obtain the actual over/lunder) - recovered fuel 

costs for the period, shown on line 4. The resulting 

($1,293,869) over/(under) · recovered fuel costs for the 

period, combined with $61,171 of interest shown on line 5, 

constitute the actual over/ (under) recovery of 

($1 ,232,698) shown on line 6. The ($1,232,698) less the 

actual/estimated over/(underl recovery of $4,809,709 

shown on line 7, which was approved in the Auguat 1997 fuel 

hearings, results in the final over/(underl · recovery of 

($6,042,407) shown on line 8. 

Wb&t does oocwnent No. 2 show? 

5 
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.. 
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7 o. 
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10 A. 

11 

12 

13 

14 o. 
15 

16 

17 A. 

18 

19 

20 o. 
21 

22 

23 A. 

24 

25 
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DocUJDent No. 2, entitled "Tampa Blectric Canpa.ny 

CAlculation of True-Up Amount Actual vs. Ori';j'inal Estimates 

for the period April 1997 t hrough September 1997," shows 

the calculation of t he actual over/lunder) · recovery as 

compared to the original estimate for the same period . 

What was the variance in jurisdictional fuel revenues for 

the period April 1997 through Sept~nber 1997? 

AB sbown on line Cl of my Document No. 2, the company 

collected ($5,592,282) less jurisdictional fuel revenues 

than originally ee timated . 

What wae the t otal fue l and net power transaction cost 

variance for the period April 1997 through September 1997? 

As shown on line A7 of Doc~nt No. 2, the fuel and net 

power traneactions cost variance is ($690,146) or (0.3\ l. 

What are the reasona for the total fuel and net power 

tranaactiona co•~ being lower by ($690,1 46) o r (0.3 \ )? 

The primary reason for the (0.3\ l decrease is due to Net 

Energy for Load being down (255,565) MWH or 12.9\ l. Thia 

(2.9\ l combined with the ¢/KWH for Total Puel and Net Power 

6 
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1 Transaction being 1110re than estimated by 2 . 6\, t•ccounts for 

2 the (0.3t l decrease. 

3 

4 

5 

6 Q. 

7 

8 

9 

10 A. 

11 

12 

CAJIACITr COST UCOVDY CLAUSS 

What is the net true· up a1110unt !or the capaci t:y cost 

recovery clause !or the period April 1997 through September 

1997? 

An over/ (under) · recovery of ($642 , 312) . The actual 

capacity cost over/(Wlderl · recovery, including interest, 

is ($987 ,400) !or tho period April 1997 through September 

13 1997 (Document No . 3, pages 2 and 3 of 51 . This amount, 

14 lees the actual/estimated over/(underl · recovery approved 

15 in the August 1997 fuel hearings of ($3 45,088) resul ts in 

16 a final over/(under) recovery !or the period of 

17 ($642,312) (Document No. 3, page 5 of 51. This 

18 over/(underl recovery amount of ($642,312) will be 

19 carried over and applied in the calculation of the capacity 

20 cost recovery !actor tor the period April 1999 through 

21 September 1999 . 

22 

23 Q. 

24 

25 

How much effect will this ($642,312 ) over/(uoderl 

recovery in the April 1997 through September 1997 period, 

have oo the April 1998 through September 1999 period? 

7 



1 A. 

2 

3 

4 Q. 

5 

6 A. 

7 

8 

9 

10 

11 

12 

13 

14 

15 

1 5 1 

The ($642, 312) over/ (under) · r ecovery will cause a 1, 000 

KWH residential bill to be approximately $0. 08 higher . 

Does thia conclude your testimony? 

Yes. 

8 
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BtPOaB THB PLO~!DA PUBLIC SERVICK C~SSION 

PUPARED DIUCT TKSTIXOHY 

OF 

IURJDl 0. ZWOLU 

Please state your name, address, occupation and employer. 

My name is Karen 0. Zwolak. My business address is 702 

9 North Prankl.n Street, Tampa, Florida 33602. My position 

10 is Manager - Energy Issues in t he Regulatory Affai rs 

11 Department o f Tampa Electric Company. 

12 

13 o. Please provide a brie f outline o f your educational 

14 background and business experience. 

15 

16 A. I received a Bachelor ot Arts Degree in Microbiology i n 

17 1977 and a Bachelor of Science degree in Chemical 

18 Engineering in 1985 from the Universit y o f South Florida. 

19 I began my engineering career in 1986 at the Florida 

20 Department of Environmental Regulation and was employed as 

21 a Permitting Engineer in t he Industdal Wastewater Program. 

22 In 1990 , I joined Tampa Electric Company as an engineer in 

23 the Environment a l Planning Department and was responsible 

24 for permitting and compliance issue• relating to wastewater 

25 treatment and disposal. In 1995, I transferred to TBC's 
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9 
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11 o. 
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13 A . 

14 

15 

16 

17 

18 
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Energy Supply Department and a sswned the duties of the 

plant chemical engineer at the F. J. Gannon Station . In 

this position, I was responsible for b::>iler chemistry. 

water management, and maintenance ot 

equipment and general engineer ing support. 

envirorunental 

In 1997, I was 

promoted t o Manager, Energy Issues in the Elect r ic 

Regulatory A! f airs Department. My present responsibilities 

include the areas of fuel adjustment , capacity cost 

recovery, environmental filings and rate design. 

What is the purpose of your testimony? 

The purpose ot my testimony is to present t o the Commission 

the proposed Total Fuel and Purchased Power Cost Recovery 

factors, the proposed Capacity Cost Recovery factors and 

the Temporary Base Rate Reduction !actors for the period of 

April 1998 - September 1998. 

19 Puo1 and Purc;hoaed Powor Coat Roc; p vory Pac;tp n I Capac ity Coat 

20 Recovery Cl o uae 

21 

22 o. 
23 

24 

25 

Did you review the projected data necessary to calculate 

t he Total Puel and Purchased Power Cost Recovery factors 

f or the period April 1998 - September 1998? 

2 
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3 Q . 

4 

5 

6 

7 A . 

8 

9 
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Yes I have. 

Do you wish to sponsor an exhibit consisting o f Schedules 

H-1 (April - September, 1995 through 1998) and Sch~dules E-

1 through E-10 (April 1998 - September 19981? 

Yes. Also contained in t his exhibit are Schedules 8·2, 8· 

3, E-5, 8-6, E-7, E·8 and 8·9 for the prior period October 

1997 - March 1998. These schedules are furnished as back-

10 up for the projected true·up for this period and consist of 

11 two actual months and four pro jected months. 

12 

13 (Have identified RS Exhibit No. ~D (KOZ·2), Fuel 

14 Projection.) 

15 

16 Q. Does Schedule B-1 of Exhibit Nc . ';).() (KOZ · 2 ) , Fuel 

17 Projection, s how the proper value for the Total Fuel ~~d 

18 Purchased Power Cost Recovery Clause as projected for t he 

19 period April 1998 - September 1998? 

20 

21 A. 

22 

23 Q. 

24 

25 

Yes. 

What is the proper value of the fuel adjustment for the new 

period? 

3 
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2 
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The proper value for the new period is 2.?37 cents per kwh 

be!ore the application of the factors that adjust for 

3 variations in line losses. 

4 

5 Q. 

6 

7 A. 

8 

PleaRe describe the information provided on Schedule B·lC. 

The GPIF and True-up factors are provided on Schedule B·1C. 

We propose that a GPIF penalty of ($363,850) be included in 

9 the projection period. The True-up amount Cor the October 

10 1997 · March 1998 period is an overrecovery o f $4,373,121 . 

11 This overrecovery is comprised of a. final True- up 

12 underrecovery amount of ($6 ,042,4 07) for the April 1997 · 

13 September 1997 period and an estimated overrecovery in the 

14 amount of $10, 415,528 ! or the October 1997 · March 1998 

15 period. 

16 

17 Q. 

18 

19 A. 

20 

Please describe the information provided on Schedule E·lD. 

Schedule E·LD presents the company's on-peak and off·peak 

fuel charge factorD for t he April 1998 · September 1998 

21 period. 

22 

23 Q. 

24 

25 A. 

What is the purpose o! Schedule B·lB? 

The purpose of Schedule B·lB is to present the standard, I 
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1 on-peak anct o t t-peak tuel charge factors af ter ad justing 

2 for variations i n line losses. 

3 

4 Q. 

5 

Pleas~ recap the proposed Fuel and Purchased Powe r Cost 

Recovery factors tor the April 1998 September 1998 

6 period. 

7 

8 

9 

10 

ll 

12 

13 

l4 

15 

16 

17 

18 

19 

20 

21 

A. 

RAte Schedy le 

Average Factor 

RS, GS a nd TS 

RST anct GST 

SL-2, OL·1 and OL-3 

GSO, GSLD, and SBF 

GSDT, GSLOT, BV-X and SBFT 

IS - 1, IS·3, SBI·1, SBI·3 

IST-1, IST· 3, SBIT·l, SBIT·3 

Fuel Charge 

Foetor l centa per kwh ! 

2.337 

2.354 

3.334 (on- peak ) 

1. 883 (o!f · peakl 

2.101 

2.340 

3. 314 !on · peak l 

1.87:2 (off ·peakl 

2.264 

3.206 (on- peak ) 

1. 811 (ott ·peak ) 

22 Q. How does Tampa Electric Company's proposed average fuel 

23 charge !actor oc 2.337 cents per kwh compare to the average 

2ol fuel charge fac to_ f or the October 1997 - March 1998 

25 period? 

5 
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2 
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4 

5 

6 Q. 

7 

8 

9 
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The proposed fuel charge factor is 0.033 cents per kwh (or 

$0. 33 per 1000 kwh) higher than the average fuel charge 

factor of 2.304 cents per kwh for the October 1997 · March 

1998 period. 

Are you also requesting Commission approval ot the 

projected CApacity Cost Recovery factors for the Company's 

various rate schedules? 

10 A. Yes. 

11 

12 Q. 

13 

14 

15 

16 A. 

17 

18 

19 Q. 

20 

21 

22 A. 

23 

24 

25 

Have you prepared or caused to be prepared under your 

direction or supervision an exhibit which supports this 

request? 

Yes. It consists o f five pages iden~ified as Bxhibit No . 

KOZ-3 , capacity Cost Recovery. 

What payments are i ncluded in Tampa E!lcctric' a capacity 

cost recovery f nctor? 

Tampa Blectric is requesting recovery. through the capacity 

cost recovery factor, of capacity payments made pursuant to 

cogeneration, small power production and purchased ~er 

agreements to which we are a party. 

6 
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2 

3 

4 A . 

5 

6 

7 

8 

9 

10 

11 

12 
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Please re·cap the proposed Capaci~~ Cost Recovery Clause 

factors f or the April 1998 - September 1998 period. 

Rate Schedule 

RS 

GS and TS 

GSD, IN·X 

GSLD and Sl'P 

IS-1, IS-3 , SBI-1, SBI-3 

SL-2, OL·l and OL -3 

Capacity Cost Recovery 

Pact or !cents per k wh ! 

0.198 

0.191 

0 .139 

0.123 

0. 011 

0. 022 

13 These factors can be seen in Exhibit No . ~ (KOZ-3 ) , page 

14 3 of 5. 

15 

16 Temporary Baae Bat• Reduction 

17 Q. Is Tampa Electric request~ng to modify the Temporary Base 

19 Rate Reduction factor for the period April 1998 through 

19 September 1999? 

20 

21 A . 

22 

23 

24 

25 

Yes . on September 25, 1996, Tampa Electric, the Ottice ot 

Public Counse~ and the Plorida Industrial Power Users Group 

signed a separate stipulation. (Order No. PSC-96· 1300-S·BI 

in Docket No. 960409-EI issued October 24, 1996.) As part 

ot this Stipulation, Tampa Electric has agreed to a 

7 
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1 temporary base rate reduction in the total amount or $25 

2 million over fifteen months beginning about October 1, 

3 1997. This temporary base rate reduction is shown as a 

4 line item on the customer's bill. 

5 

6 Thi~ temporary base rate decrease wi ll be 0.130 cent per 

1 kWh on average. The factors by rate class, adjusted f o r 

8 1 ine loss. are shown below. The derivation of these 

9 !!actors is s.1own in Docwnent No. 4 of &xhibit XOZ · 2. 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 Q. 

22 

23 

24 

25 

A. 

Rate Class 

Average Factor 

RS, RST, GS, GST, TS 

GSO, GSOT, GSLO, GSLOT, 

EV·X, SBP, SBPT 

IS-1&3, IST-1&3, SBIT·1&3 

SL, OL 

Credit Fa ctor cents I kWb 

0 .130 

0.130 

0.130 

0.125 

0.130 

What is the composite etfect ot the above changes on a 

1,000 kwh residential CUstomer? 

J\ residential bill 

beginning April 1998. 

r 1, 000 kwh will decrease $0 . 2 6 

See table below. 

8 
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2 

3 

4 

5 

6 

? 

8 

9 

1 0 

11 

12 

13 

14 Q . 

15 

16 A . 

1 6 0 

Oct . 9? thru A,;or . 98 thru 

Typ• o f Charge tier . 98 sept . ta 

CUstomer $ 8.50 $ 8.50 

Energy 43. 42 4).42 

Conservation l. 63 1.65 

Environmental 0.54 0.)) 

Fuel 23 . 21 23 . 54 

Capacity 2.28 1.88 

Deferred Revenue Plan 

Refund (1. 31) ( 1. 30 l 

FGRTax 2...JU 2......0.!1 

Total $ 80.28 s 80.02 

When should the new charges and refund go into effect? 

They should go into effect co11111ensurate with the first 

1? billing cycle in April 1998. 

18 

19 Q. 

20 

21 A . 

22 

23 

24 

25 

Does thio conclude your testimony? 

Yes it does. 

9 



l 

2 

3 

3 

6 o. 

TAMPA ELECTRIC COMPANY 
DOCXET NO. 970001 - EI 
SUBHXTTED POR PILING 11/20/97 
(TRUE UP) 

1 6 1 

BBPORE THE PLORIOA PUBLIC SERVICE COMMISS I ON 

PREPARED DIRECT TESTIMONY 

OP 

GEORGE A . ltESELOWSitY 

Wi ll you please state your name , business address, and 

7 employer? 

8 

9 A. My name is George A. Keselowsky and my business address 10 

10 Post O!fice Box 111 , Tampa, Florida 33601. I am employed 

11 by Tampa Electrlc Company. 

12 

13 o. Please f urnish us with a brief outl in~ o~ your educational 

14 background and business experience. 

15 

16 A. I graduated in 1972 from the Univers i ty o t South Florida 

17 with a Bachelor of Sc:~.ence Degree J.n Mechanical 

18 Bng1neering . I have IJeen employe~ by Tampa Electnc 

19 Company i n various engineering position~ s:~.nce that tlme. 

20 My current position is that o! Senior Consulting Engineer 

21 ·Production Engineering. 

22 

23 

25 
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2 

3 A . 

4 

5 

6 

7 Q. 

8 

9 A . 

1 0 

ll 

12 

l3 

14 

15 

16 Q. 

17 

18 

19 11.. 

20 

2l 

22 

23 

24 

25 

1 6 2 

What are your current responsioilities? 

I am respons ible for testing and reportin 

performance. and the compilation and r eportir. 

generation stat istics. 

What is the purpose o! your testimony? 

My testimony presents the actual performance resul 

unit equivalent availability and station heat rate 

determine the Generating Performance Incentive 

(GPIF) for the period April 1997 through Septembe 

I will also compare these results to the 

established prior to the beginning of the period. 

Have you prepar ed an exhibit wi th cne results for t 

month period? 

Yes. Under my direction and supervision an exhi 

bee n prepared entitled, •Tampa Electric Company 

1997 - S'epternber 1997, Generating Performance In 

Factor Results• consisting of 28 pages that was fil 

this testimony (Have identified as Exhibit GAK·1l. 

2 
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4 A . 
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7 

8 

9 

10 

ll 

12 

13 

H 

15 

16 

17 

18 

19 

20 

21 

22 

23 

2' 

25 

1 6 3 

Ale the equivalent ava ilability rPRults shown on page 6, 

column 2, directly applicable t o the GPIF t~ble? 

Not exactly. Adjustments to equivalent ava1lability may be 

required as noted in s ection 4. 3.3 o r the CPIF ~4nual . The 

actual equival ent availability including the requ1red 

adjustment is shown on page 6 of my exhibit. The necessa"Y 

adjustments as prescrlbed 1n the GPIF ~~nual are ! urther 

defined by a letter dated October 23, 1981, !rom M~. J.H. 

Hoffsis of the Commission's Staff . 

each unit are 38 follows: 

Gannon Uni t NQ 5 

Th~ adjustments f or 

On this unit, no planned ouLage hours were orig1nall y 

scheduled to fall within the Summer 19~7 pe r iod, and ~one 

in fact occurred. Conseque:'lt.ly, the actual equlvalent 

availability o! 74.7\ requires no adjustment, as shown "'" 

page 7 o f my exhiblt. 

Gannon Uni t No 6 

On this unlt, 168 planned outage hours wero: o~1g1nally 

scheduled to !all Wlthin the Summer :997 period. Due to a 

revision of the outage schedule, this work was accomplished 

p r ior to the beg inn1ng o f the period, and no planned outage 

hours fell within the peri od. Consequent 1 y, the ~~tual 
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22 

23 

24 

25 

1 6 4 

equiva1enc availabi1icy of 82.0\ is adjusced co ?~.9\, as 

shown on page 8 o! my exhibit. 

Bio Bend Unit No . 1 

On this unit 983 planned outage hours were ong1nal!y 

scheduled to tall Wlthin the Sammer 1997 per1od. Due to a 

revision of the outage schedule 1145.4 planned outage h~Jrs 

fell within the per1od. Co~sequently, the actual equ1valent 

availability of 62.9\ is adjusted to 66. 0 \ as shown on page 

9 of my exhibit. 

Big Bend Uni t No 2. 

On this unit no planned outage hours were ong1nally 

scheduled to fall withi n the s~er 1997 per1od, and none 

in f act occurred. Conseq\)ently, the actual Cq\llValent 

availability of 87. 4\ requ~res no adjustnent as shown on 

page 10 of my exhibit . 

B1g Bend Unit No. 3 

On this unit no planned outage hours weL:! originally 

scheduled to fall within the Summer 1997 period. Due to a 

revision o f the outage schedule, outage hCtlV1tles were 

moved forward to fall within the period. l r<:>qulred 6?l.O 

hours. Con1equently , the actual equivalent availablllty 

of 71.3\ is adjusted to 84.2\ as shown on page 11 ~ · my 

s 
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exhibit . 

Big Bend !!nit Np ~ 

This unit was nor: s cheduled to hav£- a plaMed outage during 

the Summer 1997 period, and none 1n ~act occurred . 

Consequently, the actual equivalent ava1 l abi lity of 82.8% 

requires no adjustment as shown on pA}e 12 o f my exhibit 

How d i d you arrive at the applicable equ i va lent 

availabi~ity points tor each unit ? 

The final adjusted equivalent availabilities tor tach unit 

are shown on page 6 , column ~ . of my exh lb1t. This number 

is ent ered i nto the respectivo Generating Perfo=mance 

Incentive Point (GPIP) Table for each particular ur.it on 

pages 21 through 26. Page ~ of my exhlb-t sumrr~rl ZlS the 

equivalent availability poinLs to be awarded or pena:ized. 

Would you please explain the heat rale res .lts relatile to 

the GPIF? 

The actual heat ra te and adj usted actual heat rate for 

Gannon and Big Bend Station are s hown on page 6 of my 

exhibit. The adjustment was developed based on the 

guidelines of section 4. 3. 6 of che GPIF Manual. '~'his 

6 



I . 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 Q. 

11 

12 A. 

13 

14 

15 

16 

17 

18 

19 Q. 

20 

21 

22 

1 6 6 

procedure is further de!ined by a leLLer doted Octobe r 23, 

1981, from Mr . .J.H. Hof!sis ot the FPSC Staf!. The (lnal 

adjusted actual heat rates are also shown on page 5 o! my 

exhibit. This heat rate number is entered 1nto the 

respective GPIP table for the particular unit. shown on 

pages 21 through 26. Page 4 o! my exhibit summ£~i.es the 

weighted heat rate and equivalent availability points to be 

a warded . 

Were any additional adjustments to heat ra:e required? 

In order to assure compatability of data, Big Bend Unit 3 

heat r a tes have been calculated in the standard fashion, 

without scrubber power. This met~odology has been reviewed 

and approved by the PSC sta!f, to be employed untll th~~~ 

is sufficient operational history with the scrubber to meet 

target preparation guidelines. 

Does this assure that the Big Bend 3 heat rate for the 

period is appropriate for comparison to its target and 

meets GPIF criteria? 

23 A. Yes. 

24 

25 
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What is the overall GPIP ! or Tampa Electric Company during 

this six month period? 

This is s hown on page 28 of my exhibic . Easentially, the 

weight ing factors shown on page: ~. column 3, plus the 

equ i valent availa.bill ty points and the heat rate po1nts 

7 shown on page ~, column 4 . are substituted within the 

8 equation. This resultant value. · 1.613, is then entered 

9 into che GPIP table on page 2. Using linea r interpolation, 

10 a penalt) amount of $363,850 i s calculated. 

ll 

12 Q. 

13 

H A. 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Does this conclude your testimony? 

Yes, it does. 

8 



l 

2 

3 

4 

5 

6 o. 
7 

8 

9 ).. 

10 

11 

12 

13 Q . 

14 

15 

16 ).. 

17 

18 

19 

20 

21 

22 

23 0 · 

24 

25 ). • 

TAMl>A ELECTRIC COKPJ.NY 
DOCKET NO. 98 0 001 - EI 
St:TBKITTEO FOR FILING 1 / 15 / 98 
(PROJECTION) 

1 6 8 

B El'ORE T HE F LORI DA P UBLIC SERVICE C•.)MMI BS I ON 

PREPARED DIRECT TESTIMONY 

OF 

GEORGE ).. KESELORSKY 

Will you please state your name , business address, and 

employer? 

Hy name is G~orge A. Kesel owsky and my bus i ness addroau is 

Pos~ Office Box 111, Tampa, Florida 33601. I am employed 

by Tampa Electric Company. 

Please fur nish us with a brief outline of your educational 

background and business experience. 

I graduated in 1972 rrom the university of South Florida 

with a Bachelor of Science Degree i n Hechanica 1 

Engi neer i ng . I have been employed by Tampa Electric 

Company in various engineering positions since that time, 

My current position is that of Senior Consulting Engineer 

- Energy Supply Engineering. 

What are your current responsibilities? 

I am responsibl e for testing and reporting unit 

l 
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performance , and the compilat ion and reporting o f 

generation statistics. 

What is the purpose o f your testimony? 

My testimony presents Tampa Electric Company 's methodology 

for determining the various factors r equi r ed to compute t he 

Generat i ng Performance I ncentive Factor IGPI F) as ordered 

by this Commission. 

Have you prepared an exhibit showing t he various e l ements 

of che derivation of Tampa Elec~ric Company•a OPIP formula? 

Yes, I have prepared, unde r my direction and supervis1on, 

an exhibit entitled "Tampa Elect r ic Company, Gene rat i ng 

Performance Incentive Factor• April 1998 · Septemb~ r 1998, 

consisting of 35 pages fil ed with the Commis sion on 

January 14, 1998. (Have i dentified as Exhibit GAJ< ·2) . The 

data prepared wi t hin this exhibi t is consis cent with the 

GPIF Implementation Manual previously approved by this 

Commis s ion. 

2 
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Which generating units on Tampa Electric Co.mpany•s system 

a re i ncluded in the det ermination of your GPIF? 

Six of our coal-fired units are included. These are: 

Gannon Station Units 5 and 6; and Big Bend Station Units 1. 

2 , 3 , and 4. 

Will you describe how Tampa Electric Company evolved the 

va rious fac t or s associated with the GPIF as ordered by this 

Commission? 

Yes. Fi r st, the t wo factors to be used . as set f orth by 

t he Commission Staf f, are unit availability and station 

heat rate . 

Please continue. 

A target was established for equivalent availability for 

each unit considered for this period. Heat rate targets 

were also established for each unit. A range o f potential 

improvement a nd degr adation was determined t or each of 

these parameters. 

3 
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Would you desc ribe how the target va lues for unit 

availability were determined? 

Yes I will. The Pla nned Outage Factor I POF ) and the 

5 Equivalent Unplanned Outage Factor (EUOF) were subt racted 

6 from lOOt to determine the target equivalent availabiljty . 

7 The factors for each of the 5 units included within the 

8 GPIF are shown on page 5 of my exhibit. For example, the 

9 project~ EUOF for Big Bend Unit Four is S.lt. The Planned 

10 OUtage Factor tor this same unit during this period is Ot. 

11 Therefore, the target equivalent availability for this unit 

12 equals: 

13 

14 lOOt· ((8.lt .- Ot)) • 9 1. 9t 

15 

16 This is shown o n page 4, column 3 o f my exhibit . 

17 

18 Q. How was the potential f or unit availability improvement 

19 dete rmine d ? 

20 

21 A. 

22 

23 

2 4 

25 

Maximum equivalent availability is arrived a • usi ng the 

following formula. 
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Equivalent Availability MaXimum 

EAP IWI- lOOt - (0.8 (EUOF,) + 0.95 (POF, ) ) 

The factors included in the above equations are the same 

factors that determine t arget equivalent availabil i ty. To 

attain t he max imum incentive points. a 20\ reduc tion in 

Forced Outage and Maintenance Outage Factors (BUOF ) , plus 

a 5\ reduction in the Planned Outage Factor (:'OP) will be 

necessary. Continuing with our example on Big Bend Unit 

Pour: 

EAF IWI • 100\- -(0 .8 (8 .1\- ) • 0.95 (0 \- ) ) - 93 . 5\-

This is shown on page 4, column 4 of my exhibit. 

How was the potential for unit availabihty degradat ion 

determined? 

The potential for unit availability degr ada tion is 

significantly greater than is the potential f or unit 

availability improvement_ This concept was discussed 

extensively and appr oved in earlier hearings befo r e this 

Commission. Tampa Electric Company • s approach to 

incorporating this skewed effect into the unit availabi lity 

tables is to use a potential degradation range equal to 

5 
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1 t wice t h e potential improvement. Consequently, minimum 

2 equivalent availability is arrived at v ia the following 

3 formula: 

4 

5 Equivalent Ayailahility Minimum 

6 liAF .... - lOOt - (1. 4 (EUOF,) • l.lO (POF,) I 

7 

8 Again, continuing with our example of Big Bend Unit Four, 

9 

10 BAf' • •• • lOOt · (1.4 (8. 1\ l + 1.1 (Ot )] • 88.7\' 

11 

12 Equ ivalent a vailability MAX and MIN for the other five 

13 units is computed in a similar manner. 

14 

15 Q. How do you arrive at the Planned OUtage, Maintenance OUtage 

16 and Forced OUtage Factors? 

17 

18 A. OUr planned outages for this period are shown on page 19 of 

19 my exhibit. A Cri tical Path Method (C .P.M. ) fo r e a ch major 

20 planned outa ge which affects GPIF is included in my 

21 exhibit. For example, Big Bend Unit 1 is scheduled f or an 

22 annual maintenance outage May 18 to May 31, 1998. There 

23 are 336 planned outage hours scheduled for the summer 1999 

24 period, and a total of 4 391 hou r s during this 6 month 

25 period. Consequently, the Planned Outage Factor for Unit 1 
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at Big Bend is 336/4391 x lOOt or 7. 7\. This facto r 16 

shown on pages 5 and 15 of my exhibit. Big Bend Unit 3 l~s 

a planned outage faccor of 18.0\. Big Bend Units 2 and ~ 

have planned outage factors of zero, as does Gannon Unit 5. 

Gannon Unit 6 has a planned outage factor o! 7.7\ . 

How did you arrive at the Forced Outage and Maintenance 

Outage Factors on each unit? 

Grapns of both of these factors (adjusted for planned 

outages) vs. time are prepared. Both monthly data and 12 

month moving average data are recorded. For each unit the 

moat current, September 1997, 12 month ending value was 

used as a basis for the projPction. This value was adj usted 

up or down by analyzing trends and causes for recent forced 

and maintenance outages. All projec~ed factors are based 

upon historical unit performance. engineering judgment . 

time since last planne _ outage, and equipment performance 

r~sulting in a forced or maintenance outage. These target 

factors are additive and result in a EUOF of 15.2\ for 

Gannon Unit Pive. The Equivalent Unplanned Outage Factor 

(BUOP) for Gannon Unit Five is verified by the data shown 

on page 13, lines 3, 5. 10 and 11 of my exhibit and 

calculated using the formula: 

7 
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l EUOF • !FOH t EFOH • MQH • gMQHl x 100 

2 Period Hours 

3 or 

4 RUOF • !555 + llll x 100 • 15.2\ 

5 4391 

6 Relacive to Gannon Unit Five, the EUOF of 15.2\ forms the 

7 basis of our Bquivale"lt Availabil icy carget development as 

8 shown on sheets 4 and 5 of my exhibit. 

9 

10 Q . 

11 

12 

13 A. 

14 

15 

16 

17 

Please concinue wich your review of the rerr.aining unics. 

Dig Bend Unit One 

The projected BUOF for this unit is H . 0 \ during this 

period. This unic will have a planned outage this per1od 

and the Planned OUtage Factor is 7.7\. This results in a 

target equivalenc availability of 78.3\ for the period. 

18 Big Bend Unit TwO 

19 The projected BUOF for this unit is 13.6\. This unit wil l 

20 not have a planned outage during th1s period and the 

21 Planned Outage Factor is 0 \ . Therefore, the target 

22 equivalent availability f o r this unit is 86.4\. 

23 

24 

25 

8 
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1 Big Bend Unit Three 

2 The projected EUOF tor this unit is 13.2 t . This unit will 

3 have a planned outage this period and t he Planned Outage 

4 Fa..: t or is 18. 0 \" . Therefore, the targt.!t equiva lent 

5 availability ! o r this unit is 68.8\" . 

6 

7 Big Bgnd Uni t Fou r 

8 The projected BUOP t or this unit is 8.1t . This unit will 

9 not have a planned outage duri ng this period and the 

10 Planned Outage Facto r is Ot. This resul ts in a target 

11 equivalent availability o f 91.9t f or the period. 

12 

13 Gannon Unit Fiye 

14 The projected EUOF for this unit is 15.2t . This unit wil: 

15 not have a planned outage dunng thl8 period and the 

16 Planned Outage Pacto r is Ot. Therefore. the target 

17 eauivalent availability for this unit is 84.8 \" . 

18 

19 Ganngn Unit Six 

20 The projected EUOF for this unit is 11.3\ . This unit will 

21 have a planned outage during this period and the Planned 

22 Outage Factor is 7.7\. Therefore, the target equivalent 

23 availability f o r this unit is 81.1 \ . 

24 

25 

9 



1 Q. 

2 

3 

4 A. 

5 

6 

7 

8 

9 Q. 

10 

11 

12 A. 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

, 7 7 

Would you sunmarize your testimony regarding Equivalent 

Availability Factor l EAP)? 

Yes I will. Please note on page 5 that the GPIF system 

weighted Equivalent Availability Factor IEAFI equals 79 .2t. 

This target compares very favorab l y to previous GPIF 

periods. 

As you graph and monitor Forced and Maintenance Outage 

Factors, why are they adjusted for planned outage hours? 

This adjustment makes these factors more accurate and 

comparable. Obviously, a unit i n a planned outage stage o r 

reserve shutdown stage will not i ncur a fo r ced o r 

maintena.nce outage . Since our units are usually base 

loaded, reserve shutdown is generally not a f act or. To 

demonst ~te the effects of a planned outage, note the EUOR 

and EUOP for Gannon Unit Six on page 14. During the months 

of April, and June through September, EUOF and EUOR are 

equal . This is due to the fact that no planned outages arc 

scheduled during these months. During the month of May , 

BUOR exceeds BUOF. The reason f o r this d i fference i s t he 

scheduling of a planned outage. The adjusted !actors apply 

to the period hours after planned outage hours have been 

extracted. 

10 
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Does this mean that both rate and factor data are used in 

calculated data? 

Yes it does. Rates provide a proper and accurate method of 

arr1ving at the unit parameters. These are then converted 

to factors since they are directly additive. That is, the 

For ced Outage Factor + Maintenance Outage Factor • Planr.~d 

Outage Factor + Equivalent Availa,bility • lOOt . Since 

factors are additive, they are easier to work with and to 

understand . 

Has Tampa Blectric Company prepared the necessary heat rate 

data required for the determination of the Generating 

Performance Incentive Factor? 

Yes. Target heat rates as well as ranges of potential 

operation have been developed as required. 

How were these targets determined? 

Net heat rate data for the three most recent swrmer 

periods, along with the PROMOD III program, formed the 

basis of our target development. Projections of unit 

performance were made with the aid of PROMOD Ill. The 

historical data and the target values are unaly::ed to 

ll 
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1 assure applicability to current conditions of operation. 

2 This provides assurance that any periods of abnormal 

3 operations , or equi.pmeot modHications having material 

4 effect on heat rate can be taken int.o consideration . 

5 

6 Q. The accomplishment of scrubbing the flue gas from Big Bend 

7 Unit 3 requires an additional amount of station service 

8 power. How do you plan to address the associated effect to 

9 net heat rate for GPIF purposes? 

10 

ll A. The change in heat rate for this unit resulting fran increased 

12 utilization of t .he unit 4 scrubber can be quantified, but the 

13 operatic::nal history is short of GPIF guidelines. The target for 

14 Big Bend 3 has, therefore, been developed in the standard 

15 fashion using data without scrubber power. In order to assure 

16 CCX!l)atability with this target , scrubber power wil l be reroved 

17 prior to calculating Unit 3 heat rate for the subsequent True· Up 

18 process. nus met.hod has been reViewed and approved by t:he PSC 

19 Staff to be enployed I.Ultil there is sufficient history to met>t 

2 0 target preparation guidelines. SUccessful inplement:.ation of t.hl.s 

21 innovation t o maximize the potential of existing plant 

22 ~t., represents a major cost savings and a significant 

23 benefit for our customers. 

24 

25 

12 
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Have you developed the heat rate targets in accordance with 

GPIF guidelines? 

4 A. Yes. 

5 

6 Q. 

7 

8 

9 A. 

10 

11 

12 

13 

14 

15 o. 
16 

17 

18 A. 

19 

How were the ranges of heat rate improvement and heat rate 

degradation determined? 

The ranges were d.etermined through analysis of historical 

net heat rate and net output factor data. This it=~ the same 

data from which the net heat rate vs . net output factor 

curves have been developed for each unit. This inrormation 

is shown on pages 27 through 32 of my exhibit. 

Would you elaborate on the analysis used in the 

determination of the ranges? 

The net heat rate vs . net output factor curves are the results 

of a first order curve f it to historical data. 'nl.e standard 

20 error of the estimate of this data was deterrrdned, and a factor 

21 was applied to produce a band of potential inproven-ent and 

22 degradation. Both the curve fit and the standard error of the 

2 3 estilrate were pertcn:med by ccrrputer program for each unit. These 

2 4 curves are also used in post period adjustnents to actual heat 

25 rates to account for unan::.icipated changes in unit dispatch. 

13 
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Can you summarize your heat rate projection for the summer 

1998 period? 

Yes. The heat rate target for Big Bend Unit 1 is 10,267 

Btu/Net kwh. The range about this value, to allow for 

potential improvement or degradation, is t366 Btu/Net kwh. 

The heat rate target for Big Bend Unit 2 is 10,225 Btu/Net 

kwh with a range of t330 Btu/Net kwh. The heat rate targ~t 

for Big Bend Unit 3 is 9,778 Btu/Net kwh, with a range of 

±342 Btu/Net ~Jh . The heat rate target for Big Bend Unit 

4 is 9,831 Btu/Net kwh with a range of t188 Btu/Net kwh. 

The heat rate target for Gannon Unit 5 is 10,377 Btu/Net 

kwh with a range o~ "78 Btu/Net kwh. The heat rate target 

for Gannon Unit 6 is 10 , 527 Btu/Net kwh with a range of 

t400 Btu/Net kwh . A zone of toleranc" of t 75 Btu/Ne t kwh 

is included within the range for each target. This is 

shown on page 4, and pages 7 through 12 of my exh ibit. 

Do you feel that the heat rate targets and ranges in your 

projection meet the criteria of the GPIF and th~ philosophy 

of this Commission? 

Yes I do. 
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After determining the target values and ranges !or average 

net operat ing heat rate and equivalent availability, what 

is the nexL step in t he GPIF? 

The next step is to calculate the savings and weighting 

factor to be used for both average net operating h~at r~te 

and equivalent avail ability. This is shown on pages 7 

through 12. Our PROMOD III cost simulation model was used 

to calculcite the total system fuel cost if all units 

operated a t ta rget heat rate and target availability for 

the period. This total system fuel cost ol $153,941 ,200 is 

shown on page 6 column 2. 

The PROMOO III output was then used to calculate total 

system fuel cost with each unit individually operating at 

max1.mum improvement in equivalent availability and each 

station operating at maximum improvement in average net 

operating heat rate. The respective savings are shown on 

page 6 column 4. After all the individual savings are 

calculated, column 4 is totaled: $6,630,700 reflects the 

savings if all units operated at maximum improvement. A 

weighting factor for each parameter is then calculated by 

dividing individual savings by the total. For Big Bend 

Unit TWo, the weighting !actor for equivalent availability 

is 9 . 38t as shown in the right hand colunu1 on page 6. 

15 
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Pages 7 thru 12 show the point table. tho Puo 1 

Savings/ (Loss) , and the equivalent availability or heat 

rate value. The individual weighting factor is also shown. 

For example, on Big Bend Unit Two, page 10, 1f the un~t 

operates at 89.1 \ equivalent availability. fuel savings 

would equal $622,000 and 10 equivale~t availability points 

woul d be awarded . 

The Generating Performance Incentive Factor Reward/Penalty 

Table on page 2 is a summary o t the tables on pages 7 

through 12. The le f t hand column of this document shows 

the incentive point.s tor Tampa Electric Company. The 

center column shows the total fuel sav1ngs and is the same 

amount a s shown on page 6, column 4, $6,630,700. The right 

hand column o f page 2 is the estuuted reward or penalty 

based upon performance . 

How were the maxUnum allowed incentive dollars determined? 

Referring to my exhibit on page 3, line 8, the estimated 

average common equity for the period April 1998 · September 

1998 is shown to be $1, 177.502 , 143. This produces the 

maximum allowed juriodicti~nal incentive dollars of 

$2,371,627 shown on line 15. 

16 
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1 Q. Is ~here any other constraint set forth by this Commission 

2 regarding t he magnitude o ! incentive d ollars? 

3 

4 A. 

5 

Yes. Inc entive dollars are not t o e xceed fifty percent o! 

fuel savings. Page 2 of my exhibit d emonstrates that this 

6 constraint is met. 

7 

8 Q . 

9 

10 A . 

Do you wish t o summarize your testimony on the GPIF? 

Yes. To the best ot my knowledge and understanding, Tampa 

11 Electric Company has fully complied with the Commission' s 

12 directions, philosophy , and methodol ogy in our 

13 determination o f Generating Performance Incent i v e Factor. 

14 The GPIF f or Tampa Electric Company is expressed by the 

15 following formula for calculat ! ng Generating Performance 

16 Incentive Points (GPIPl: 

17 

18 

19 

20 

21 

22 

23 

24 

25 

GPIP • 

Where: 

GPIP • 

0.0522 BAPQW1 + 0.0506 

.. 0.1092 RAP.,., + 0.0938 

+ 0.1319 EAPIIl + 0 . 0315 

.. 0.0758 HRPQW1 + 0.1009 

.. 0.111 5 HRP111 0 . 0796 

+ 0.0938 HRPIIl . 0.0692 

Generating performance 

17 

EAPc;aoo 

EAP Ill 

EAP114 

HRP~ 

HRP N l 

HRPN4 ) 

incentive points. 
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1 EAP • Equivalent availability points awarded/deducted for 

2 

3 

Units 5 and 6 at Gannon and Units l, 2, 3 and 4 at 

Big Bend. 

4 HRP • Average net heat rate points awarded/deducted Cor 

5 Units 5 and 6 at Gannon and Units 1, 2, 3 and 4 at 

6 Big Bend. 

7 

8 Q. 

9 

10 

11 A. 

Have you prepa red a document summa r izing che GPIP targets 

tor t he Ap r il 1998 · September 1998 period? 

Yes. The availability and heat rate targets for each unit:. 

12 are lieced on accochmenc " A" co chie t:ee t:imony entit:led 

13 

1 4 

15 

1 6 Q. 

"Tampa Electric Company GPIF Targets, April 1. 1998 

· September 30, 1998". 

Do you wish to sponsor an exhibit consisting of estimated 

17 unit per!ormance data supporting the fuel adjustment? 

18 

19 A . 

20 

21 Q. 

22 

23 A . 

Yes I do. (Have identified as Exhibit GAX · 3l. 

Briefly describe this exhibit. 

nlia exhibit consists of 23 pages. 'Ihis data i s TaiTpa Electric 

24 CO!pany' s estinate o! the Unit Perfornance Data IIJid Unit Outago 

25 Data tor the April 1998 · September 1998 period. 

18 
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Does this conclude your testimony? 

Yes. 
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DIRECT TESTIMOtiY OF T()1 BALLINGER 

Please state your name ~nd bus1nes~ addrP~~ 

My name IS Tcxn 8a I linger . My bus1ness addrc·ss IS 2540 S u1!1c1rd Dak 

4 Boulevard. Tallahassee. Florida. 32399 -0850 . 

5 0 By whcxn are you enr;>loyed and 1n what capac ity' 

6 A am enr;>loyed by the Flonda Publ1c Serv1ce omiSS ion (I 'SCl as a 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Ut1l1ty Systems/Communication Eng1neer Superv1 ~or fo the Bureau Jf Sys tem 

Planning/Conservation and Electric Safety 

a. Please describe your educatlonal and profeSS IOn,,] background 

A In Apn I of 1985. I graduated f rcxn the I 1 on da ' ill<' Un 1 vers 1 ty with a 

B.S. ln Mechanlcc?l Eng1neenng. S1nce June . 1985. 1 .,d\ •' been employed by the 

FPSC . From the beg I nnl ng of my career. I have been invo 1 ved w llh van ou~ 

util 1ty regulatory ISSues such as power plant <111d l r ansml •.o;•on l1nl' nrPd 

determinations. operat 1 on and rna ~nlenance expend lures . rale cases . 

performance IncentiVes. rel1ab1hty cntena . and oth•·r ISSues relatwg to 

conservation and sys tem planmng I have al so lleen 111volvea w1Lh the non

util i ty s1de of regulation wlth such th1ngs as purc ·lclsed ~·.-er contract 

approval . need determ1nat1ons for qualifying fac1111 ,.~ and c~tn .ve 

b1dd1r19 I have provided COOJnents on proposed rules clr I sponsored testunmy 

and recormendattons niJllerous t1mes before the FPSC 

pr0010ted to my current pos1t1on 

a. What IS the purpose Of your teStimony? 

1 r. Ju 1 y. 1993 I Y>cl , 

A In November of 1997. the Flonda Reliability CoordHJllng Council (FRCCl 

subml tled a Rel iab111ty Assessment for Pemnsular rlor1da As an HIPUt to 

this Assessment. certain assumptions were made re<;~ar l1ng the cqu1 vulent 



• 

• 

• 
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1 ava1lability of generating umts . The purpose of my tesllmony I S to recoomend 

2 that the eqUJvalent avallabllHy targets flied 1n the Generation Performance 

3 Incentive Factor <GP1Fl be cons1stent w1th the vdlues assuned 111 the 

4 development of the Reliability Assessment. 

5 o. Why should the values for a long -term rel1ab1l1ty assessment be 

6 

7 

8 

9 

10 

11 

12 

13 

14 

IS 

!6 

!7 

18 

19 

20 

21 

22 

23 

24 

25 

cons i stent with a short term target? 

A. The values used In the Rel 1abll1ty Assessment are v1rtucJlly constant 

every year of the ten year study penod . Thts means that the values are both 

short and long term expectations of un1t performance As such. no reward or 

penalty should be imposed If thiS level of performance 1s achieved 

Q. Does this Conclude your teStlmony? 

A. Yes . 

• 2 . 
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BEFORE THE FLORIDA PUBUC SERVICE COMMISSION 

FLORIDA POWER & U GBT COMPANY 

REBUTTAL TESTIMONY OF K. ADJEMIAN 

DOCKET NO. 980001-EI 

JANUARY 30, 1998 

Please slalt your namt and business addras. 

1 8 9 

My name is Kllrabet Adjcmian, and my business address ts 9250 West Flagler 

Street, Miami, Florida 33 174 

BACKGROUND 

Please describe your present posit ion and responsiiJilitln. 

I am amently the Manager of Resource PlaMing of the System l'lanrung 

Department at Florida Power&. Light Compan) ("1-l'L") ll~a'c held thts utle 

and rcsponsibtltties since October 1993 The responSlbt ltlle~ of my present 

position indudc rnana.ging the group that is responsible for the wmdtnllllon and 

the developmcru ofFPL's imegrated I'C.$0\JrCC pl&n which is FPL') pnmal)' cross

functional program for meeting FPL's customer's needs My JX•sotoon is also 

responsible for other related acllvtllcs such as production tust prOJl'<'llons 
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12 A. 

13 

14 

15 

16 

17 

18 
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1 9 0 

What IJ your educational background! 

I received a Bachelor of Science degree in Elcetrical Engineering from the 

Worcester Polytechnic Institute, Worcester, Massachusetts, in 1975. In 1976, 

I reccived a Masters of Science degree in Electrical Engineering from the 

University of Michigan specializing in Power Systems analysis In 1983. I 

received a Maater5 in Business Administration degree from the \Vcstc:rn New 

England College, Springfi~d . Massachusetts. I nm a registered l'rofessionnl 

Engineer in the State of Florida and a member of the InStitute of Electrical and 

Electronic Engineers. 

PI CAn describe your other ,tJectric ut il ity work exptrience. 

Upon grndu:uion from the University of Miehigun, I held positions in the ftl cn of 

system planning with various electric utilities In these positions I was 

responsible for the planning of distribution. transmission and generation system~ 

In 1984, I was employed by FPL in the System Planning Depanmcnt In 1987. 

I joined the Power Supply Depanment and was promoted to Coordinator of 

Power Supply Contracts. In 1988, I rejoined the System Planning Dcpanmcnt 

and in 1989, I was promoted to the position of Manager of Transmission and 

SubStation Planning. In 1993, I was appointed Manager of Resource Planning 

2 
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3 A. 
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6 

7 

8 Q. 

9 A. 
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II 

12 

13 Q. 

14 A. 

15 

16 

17 

18 

19 

20 

PURPOSE OF TESTIMONY 

Wh 11t is the purpose of yOUJr testimony! 

1 9 1 

The purpose of my rebuttal testimony is ro nddress Mr. Dallinger's 

;ecommendat.ion that the equivalem availability target filed in the Generation 

PerfomlMte Incentive Factor (GPII') be consistent with the vlllues u.sumed in 

the 1997 FRCC Reliability Assessment study. 

What is the purpose of the G PIF? 

The purpose of the Generating Performance Incentive Factor (GP1F) is to 

provide a monetary incentive for the efficient operation of base load generating 

units. 

Bow are the targets for G PIF currently set? 

GPIF targets are set using the most recent rwelv~o month ending average forced 

ou1age factor (FOF) and maintenance outage factor (MOF) as the starting V11lue 

for the determination ofrhc target unplanned our11ge factor (UOF) The UOF is 

then adjusted to reflect recent monthly performance nnd known modifications or 

changes in equipmenL Historical UOF is then adjusted to uc~unr for phmncd 

outages which may have occurrrcd . Finally, the target UOF is adjusted to account 

for planned outages expecrctlro occur during the GPIF period 

3 
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1 9 2 

How is Mr. BaJUnaer's proposal dlfTertnl from tbe eurrent approach? 

Mr. Ballinger proposes using long term forecasted values taken from the 1997 

'FRC.C Assessment study instead of historical values to set the GPIF targets 

II Mr. Ballin&U'I approacb in toonicl wilb lbt purpoae of lbt GPIF? 

Yes. The values used in the Assessment study represent long-term expectations 

These values are rdatively constant because it is not feasible to forecast pl.aMed 

outages for the long term with the same degree of accuracy as employed in the 

GPIF. Also, since the purpose' of the Assessment study was to identify capa.city 

needs on a statewide basis, precision in individual plant performance is not 

critical. This approach would be inappropriate for the GPlF which seeks to 

monetarily reward or penalize unit performance. GPIF studies identify fuel 

impaCts at individual plants in the near term and represent the most current and 

accurate expected performance of system conditions over the next year. The 

proposed approach may lead to gross differences and inconsistent rewards and 

penalties. 

Can you be more 1pedfic? 

Yes. For example, in the A»eument study FPI.'a St. l.ucic Unit I is assumed 

to have an equivalent annual availability of 85.1°/o due to a forced outage rate of 

7.1% and 4.4 weeks of maintenance outag: . The study assumed that this level 

of mAintenance would be required, on the average over a long term. each year. 

4 
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1 9 3 

In fa.ct, St. Lucie Unit I, just l.ike any other nuclear unit, has n scheduled 

maintenance outage cycle that is CQincident with the unit's refueling schedule 

AJ such there are acveral years that St. Lucie Unit I will not be t.aken down for 

maint.enance. [n GPIF, St. Lucie Unit I hu an Equivalent Availability Factor 

(EAF) tatgct of72. 7"/o due to a lehcdulcd outage within tile next period, Occober 

1997- September 1998. Therefore, it would be inappropriate to base the GP!F 

targets for St. Lucie Unit I to the availability assumptions of a long range 

planning study such as the Assessment study. 

Table I presents a CQmparison oft he unit ava.ilabil.ities between the FRCC S1udy 

and the GPIF targets for the. period of October 1997 - September 1998. AJ 

shown in CQiumn (E), the differences are relatively small with a few exceptions 

where the specific unit is scheduled for a planned outage during the GPfF period 

Generally, planned outages are moved depending on near term system CQnditions 

(e.g., other unit availabil.itics, load, etc.) which cannot be reflected on a long 

range study such as the Assessment study Obviously it would be inappropriate 

to set GPIF targetS for those units based on the numbers used in the Assessment 

study. 

Would fouU uolu exhibit the same problem! 

Yea. Similar to nuclear units, fossil units have maintenance schedule., which 

follow a regular cycle over several years with varying annual outage schedules 



1 9 4 
The planned outage time would be expected to be greater than the long term 

2 average in some years and lower in other years. 
I 

J 

4 Q. What is your rec:ommtndation? 

5 A. I recommend that we continue to use the current methodologies Each is 

6 approprilate when used in the manner intended. 

7 

8 Q. Does this eondude your tutimooy? 

9 A. Yes. 

6 



1 KS. PAUGB1 Do you wish also to mark 

2 exhibits, Commissioner? 

3 

4 

5 Page 30. 

6 

COKXISSIOWBR CLARKI Yes. 

KS. PAUOBI You will tind those starting on 

COMMXSSIO..a CLARKI JS-1 will be marked as 

7 Exhibit 1. JS- 2 will be marked as Exhibit 2. 

8 KHW- 1 will be marked as Exhibit 3 . KH 

9 I ' m sorry-- KHW-2 will be marked as Exhibit 4. 

10 OBZ- 1 will be marked as Exhibit 5 . DBZ-2 

11 will be marked as Exhibit 6. 

195 

12 KMD-1 will be marked as Exhibit 7 . And RS-1 

13 will be marked as Exhibit 8. 

KHD- 2 will be marked as Exhibit 9. KMD-3 

15 will be marked as Exhibit 10. KHD-4 will bo marked as 

16 Exlnibi t 11. 

17 GMB-3, noted as a composite exhibit, will bo 

18 marked as Exhibit 12. 

19 KP0-1 will be marked as Exhibit 1 3 . HF0-2 

20 wi l l be marked as Exhibit 14. 

21 SDC-1 will be marked as Exhibit 15. soc-2 

22 will be marked as Exhibit 16. 

23 GDF-1 will be marked as Exhibit 17. GOP-2 

24 will be markod as Exhibit 18. 

25 KOZ-1 will be marked as Exhibit 19. KOZ-2 

ft.OlliDA PO'BLIC SDVIC. C<»>USSIO. 
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1 will be marked aa Exhibit 20. KOZ- 3 will be mnrkod as 

2 Exhibit 21. KOZ-4 will be marked aa Exhibit 22. 

J CAR-l will be marked aa Exhibit 2J, CAK-2 

4 will be marked as Exhibit 24. CAK-3 will be marked as 

5 Exhibit 25. 

6 And KA-1 will be marked as Exhibit 26. 

7 And let the record reflect those exhibits 

8 are admitted in the record. 

9 (Exhibits l-26 marked for identification and 

10 received in evidence.) 

11 xs . PAUGBI Thank you, Commissioner. With 

12 respect to the unstipulated issues, if I could 

13 commence with rssue 4 , Staff ' s position on FPL ia 

14 stated incorrectly . 

15 COKNISSIO.xR CLARXI And we have to deal 

16 with these because some of the other issues depend on 

17 what we do with that; is that correct? Is that why 

18 it ' s appropriate to handle the E'PL issue first ? 

19 xs. PAOGB1 FPL is the only issue 

20 outstanding at this time. 

21 COMXXSSIOWKR CLARXI But we haven't approved 

22 the othe.r issuas yet. 

23 xs . PAOGB1 Would you like to do that tirs t ? 

24 COIOU88IOJrD Ct.AaK1 Well, I quoaa my 

25 question is, f or some of those issues I think they're 

FLO~IDA PUBLIC SBRVICB COXMI88IOM 



1 a fallout issue, and we have to aake a decision on 

2 FP&L so we aake sure that the adjuataent factor that 

3 is used i n aoae of the other issues is correct. 

4 That's how I understand - -

5 

6 

KS. PAUQBI That's tine. 

COJOU88IOWD CLUX1 Okay. Alii I co•rrect 

7 that it is just you, Mr. Cbilda, and, Ms. Kaufman, 

197 

8 who would like to be heard on the issue of t ho factor? 

9 

10 

KR. CBILD81 I believe so. 

OOKJU88IOWD CUJUt: Okay. And I w·ould 

11 expect it is appropriate to hoar from you fir s t. 

12 xs. xa~: Excuse me. I don't mean to 

13 interrupt, Commissioner Clark, but there is an error 

14 in the prehearinq statement that perhaps we should 

15 correct before we go forward. It might make a little 

16 more sense. 

17 And that is on issue 10C on Page 20, which 

18 is one of the issues that is in contention and remain 

19 outstanding , FIPUG ' s position is reflected there that 

20 we have no position, but that's not corroct. I thlnk 

21 that ' s just an error. 

22 And our position on that i ssue would be 

23 "no". And as indicated in the correspondence we sent 

24 to the parties on Friday, our position is that FPL ' s 

25 ~verrecovery should be spraad over the noxt t wo 

FLORIDA PUBLIC BIRVICB COXKX88ION 



1 six-month recovery periods. 

2 KS . PAUOBI Vicki, do you mean 

3 underrecovery7 

4 KS. XAUYMAMI I ' m sorry; underrocovory. 

5 You ' re right. 

6 COKIII88IOifD CLUJ[ I Okay. Lot mo -- just 

7 so I ' m clear, that there is currently existing 

8 underrecovery that has to be aade up Cor? 

9 KS . UUYMAMI Yea, ma ' am. 

10 COXIII811011D CLUJ: I over a Cuturo period. 

11 .... UOFKAMI There ' s $135 million 

12 underrecovery . 

13 COXIII88IO»WR CLARK I And you want it opread 

14 out over 12 months. 

15 

16 

KS . PAUOB I Yes, ma ' am. 

COKMX88IO-.R CLARKI And FP'L is ouggos t i ng 

17 nine in anticipation o! going to an annuali zation . 

18 

19 

KS . PAUGB a That ' s my understanding. 

COXMZ88I OWIR CLARK I I! we didn' t go to an 

20 annualization, wouldn ' t it be six months? IC we just 

21 did it the r egular way , wouldn't it be six months? 

22 KS . KAOFKAMI It would be, but we would 

198 

23 still be auggeating t o you, because o r the amount or 

24 the underrecovery, that it ia appropriate to oproad it 

25 ovor a longer period; and you have done that in tho 
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1 past in other cases. 

2 COKK%88IO»KR CLARKI Okay. Thank you. 

3 Mr. Childs? 

4 KR . CBI LD8 1 Good morning, Commissioners . I 

5 think it was in 1993 tho Commission itself proposed to 

6 convert tho fuel adjustment clause into an annual 

7 ~ lause, and it voted ultimately not to do so . 

8 In this docket Florida Power & Light company 

9 filed a petition requesting that the fuel adj ustment 

10 clause as to PPL be converted to an annual clause on a 

11 cal endar basis. In other words, the Commission would 

12 set a factor starting i n January 1 of each year, and 

13 the factor would run for 12 months. 

14 Florida Power & Light already has an annua l 

15 clause for the capacity costs; at t his filing r equest s 

16 that the Commission convert that annual clause to a 

17 calendar basis as wel l, so that both the capacity 

18 clause and tho fuel adjustment clause wou ld run on a 

19 ca lendar year basis; an~ Florida Power & Light propose 

20 an implementation cehedule tor accomplishing that end. 

21 One ot the other things that we asked tor 

22 was that there be a transition, t hat in order to 

23 transition into an annua l clause, that the Commission 

24 establish a nine-month fuel adjustment fac t or tor 

25 Florida Power & Light so the factor that you would 

I'LOJil.IDA POllLIC SDVYCB COJOUSSION 
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1 establish this time would not terminate as it normal l y 

2 would in September, but instead would run ell the way 

3 through December. Therefore, it we started with an 

4 annual clause, we would have one c hange to accomplish 

5 that end. 

6 10C, Issue 10C, and Issue 21E have been 

7 pr~served to address those points; that is the po int 

8 of transitioning into an annual cost recovery tectors . 

9 We thin)C that it is very reasonable to have 

10 a transition as we have proposed, particularly a s t o 

11 fuel with e nine-month factor, because it avoids 

12 setting a !actor, say, for three months if the 

13 Commission elects to go forward with a -- with an 

14 annual clause. 

15 It avoids the jerkiness and the increasing 

16 of the variability and changes in the costs, which 

17 is -- a nd I ' m trying to stay away from the merits o f 

18 our request to change the clause -- but whic h i s o ne 

19 o f the reasons we're asking you to change the cla use, 

20 io that it mini.mizes the frequency ot the changes , the 

21 volatility. 

22 We also think that it facil i tates -- under 

23 the circumstances, that it facilities the adoption o r 

24 an annual fuel adjustmen t factor, because the 

25 c ommission is going to proceed to address this i s sue 

FLOaiDA PUBLIC SIRVIC. COXXI88ION 



1 on the basis of a generic docket, and we think as to 

2 FPL that it will position FPL so that it -- assuming 

3 the Commission agrees that we ought to change to a 

4 12-month factor, that as to FPL, FPL will bo ready to 

5 qo, booau•o tho only thing rcaaininq to do is to sot 

6 the factor tor ne.xt year. 

7 We also think that it ' s important because 

201 

8 of -- in changing to the annual cost recovery that we 

9 not wait until the year 2000, but that we try to do it 

10 in 1999; and, therefore, we also felt that as to FPL, 

11 that the n i ne-month transition for fuel and tho 

12 three- month tra~sition for capacity was very helpfu l 

13 to accomplish that end. 

14 We did feel that if the Commission in its 

15 wisdom chose not to adopt an annual factor, that 

16 selecting the transition that we have proposed would 

17 not prevent you from reacting to your deci&ion not to 

18 go forward with an annual factor, and you would havo 

19 the ability to revert back to a schedule that was 

20 conaiatont with the way you had boon doinq it boforo. 

21 But we're -- I personally had some concern 

22 that if we started a PAA proceeding, which I t h ink has 

23 been discussed as one way t o go forwaro, if wo had a 

24 PAA, a proceeding, and we ended up with opposition 

25 from a party, that it could be difficult to adopt an 
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1 annual factor in 1998; that is, to approve the 

2 adoption of a factor and then have notice and 

3 opportunity tor hearing tor the tactor to be 

4 established by January 1, that would put the 

5 Commission on a tairly tight schedule. There aga i n, 
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6 we concluded that the transition approac h was helpful . 

7 I did want to comment brietly on the FIPUG 

8 position where they stated their position on Iss ue lOC 

9 in reference to a letter that they sent where, as I 

10 read the letter, their position is that, no , we 

11 shouldn ' t havd the nine- month transition tor fuel, 

12 instead we should have six months, and also the 

13 $135 million underrecovery should be spread over a 

1 4 12-month period. 

15 Hy c omments are as fol lows : Number one , t he 

16 1.ssues ot the underrecovery is not new. There are 

17 specific issues on this. 1, 2 and 3 in this 

18 pre hearing order address the undorrecovery. Issue 10C 

19 relates t o the transition. It does not relate t o the 

20 underrecovery; therefore, I don ' t think it's 

21 appropriat.e to inject at this tille a changed position 

22 on the treataent ot the underrecovc ry. 

23 Second, the letter that Ks. Kaufman s ubmits, 

24 s ugges ts t hat t .he amount ot the underrec overy i s 

25 substantial a nd usual. Some charac terizati on word 
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1 like that is used. I would point out t .hat Florida 

2 Power ' Light Company •a tuel coats t .hat are passed 

3 through the tuel clause each year are in the 

203 

4 neighborhood ot 1 . 5 billion. $135 million is a lot of 

5 money, but -- and that's Cor two recovery periods, not 

6 one six monthai it ' s tor two six-month periods, and I 

7 don 't think that to characterize it as she has is 

8 accurate. 

9 In the past there have been opportunities 

10 where the Co11aiasion has addressed spreading an 

11 underrecovery over a longer period ot time. My 

12 information is that as to FPL, we did that whore we 

13 had a midcourae correction. And that's where you 

14 have, you know, say, in month three you have -- under 

15 the ColDIIission's procedures, yoc know. that perhaps 

16 you ' re going to be underrecovered by more than lOt of 

17 the total costa, and under your procedures you're 

18 supposed to tell the Commission of that and m.ake a 

19 decision as to whether to change the factor. 

20 And FPL has done that where we havo told you 

21 that we had an underrecovory, but it we didn't spread 

22 it, that lett you with the opportunity to spread tho 

23 underrecovery only , tor instance, over only three 

24 months of the period. And we said, don't put all or 

25 that money over three months, let ' s taxa some ot it 
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1 and spread it over this and the next period. 

2 So I don't think --

3 COKW%88IOWKR CLARXr Kr. Childs, just so I 'm 

4 clear, when Ms . Kautaan had indicated we had done t his 

5 before, that we •ve apread it over a qreater period, 

6 your response is, the only time we' ve done that is 

7 when we have had a midcou.rse correction? 

8 MR. CKI LD8r I want to be careful when I say 

9 "only time". I ' ve endeavored to find that, and tho 

10 only ones that I have round -- and there are throe; 

ll there ' s -- it ' s Ordor No. 25718 i n Docombor 23rd, 

12 1991, Order No. PSC-94-0111-FOF-EI, J a nuary 4, 1994, 

13 PSC-96-0907-FOP-EI, dated May 31, 1996. 

14 Those were all midcourse corrections whcro 

15 it put the co .. ission and others in t n e position o r 

16 tryinq to recover a siqniticant amount. By 

17 definition, you don' ~ tile unless you're qoinq to bo 

18 10' ott, and then you tile when you're in a 

19 six-month period and you have maybe only ono, two or 

20 three months to recover the costa , and eo -- say, 

21 woll, we ouqht to spread that out. And wo did, but 

22 never to 12 months. 

23 COMX%88IOVBR CLARKI Okay. I ' m sure if 

24 thoro is another one, Ma. Kaufman will toll us. 

25 KR . CBI LD8 1 Okay. The other thinq, I 
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1 thi nk, that is iaportant is Florida Power ' Light 

2 company looked at this. I t was awaro ot the 
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3 underrecovery, and it was also aware, however, that it 

4 hod ovorrecovery tor the capacity clause wh ich 

5 offset -- and that was approximately 63 million, which 

6 offset significantly the undorrecovery; and that on a 

7 total bill basis, it seemed like it was an acceptable 

8 objective. 

9 In tact, if you look at the numbers in the 

10 rough calculation we ' ve done, it appears to ~e that 

11 the FIPUG approach would reduce the average 

12 residential customer bill by about 19 cents; that is, 

13 i t would be $74.93 it we did what FIPUG proposed as 

14 opposed to $75.12 tor 1,000 kilowatt hours, and we'll 

15 still be left with the additional money to r efund and 

16 we'd be l ett with no transition of the nine- month 

17 period that we propose. 

18 So we don ' t think it accomplishes the 

19 objective, and I think Ms. Kaufman may have overlooked 

20 that there ' s an orrsettinq charge for capacity. for 

21 these reasons, we urge you to try to approve and look 

22 at it as a helpful step of approving a nine-month 

23 transition as has been proposed by FPL in this docket. 

24 Thank you. 

25 COMX%88IO•BR CLARKI Questions 
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1 commissioners? Ks. Kaufman? 

2 MB. 0~1 Thank you, Collllllissionor Clark. 

3 As you're aware, the issues that still remain in 

4 contention between FIPUG and FPL are the two issues, 4 

5 and 7, that relate to hew the !actor is qoing to be 

6 calculated. 

7 I don ' t think it ' s correct for Mr. Childs to 

8 say that this issue of tho undorrecovery is one that 

9 is still not before tho commission . Those issues are 

10 still outstanding; and then Issue 10C, which relateo 

11 to the fuel factor, and Issue 21E to tho capacity 

12 ~actor . As Commissioner Clark knows from the - -

13 cmoaeexomm cx.aaxa Well, let me just say 

14 that it woul d be incorrect, with respect to 4 and 7 , 

15 to say that you don't have a position. You do have a 

16 position ; it ought to be two six-month -- it ought t o 

17 be spread over 12 months. 

18 KS . KAUFKAMI Yes, ma'am, that's correct; 

19 but we thought we had taken care of that in Issue lOC, 

20 and 4 and 7 are calculationa after you make your 

21 utility-specific decisions. 

22 I was going to aay, as commiaaioner Clark 

23 knows f r om the prehearing, at this point in time FIPUG 

24 is opposed to going to an annual fuel tiling. We are 

25 going to look at that and try and access the impact 

J'LO.RIDJ. PIJBLIC 811RVIC. COMMISSION 



207 

1 and figure out what we think about that. Right now we 

2 are opposed to it. 

J The whole Commission will hear this iosue, 

4 perhaps have an evidentiary hearing about it. And 

5 it 's not before the panel now1 and it ' s certainly not 

6 a n issue that should be prejudged in any way, despite 

7 Hr. Childs ' co11111ents about how helpf'ul a 12 - month 

8 f actor might be. We want to wait until we have the 

9 hearing on that and present our evidence on it. 

10 COMKXSSIOWER CLARX: But you haven't reached 

11 a conclusion? 

12 KS . IAUFMAH: our preliminary conclusion is 

13 that we would pref'er to remain at six months. 

14 However, I will tell the Commissioners that we are 

15 going to look at it and discuss it with the utilities. 

16 So I have.n' t f'oreclosed -- closed the door on going to 

17 12 months. 

18 

19 

COMKXSSIOmat CLARX 1 Good. 

KS. KA~1 But right now we are opposed 

20 to it; and at any rate, that ' s not an issue that you 

21 all are going to decide today. 

22 Now, PPL has asked that you approve this 

23 nine-month transition f a ctor, and they've asked you to 

24 do this in advance of there being any decision on 

25 whether we ' re going to g o to an annual factor or not. 
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1 And I want to point out that even though i t ' s my 

2 understanding that all the utilities perhaps would 

3 support an annual tactor, none ot the others have 

4 asked you t o approve a tra.nsition ahead or you 

5 actually makinq the substantive dec i sion. 

6 I'll also admit to you that FIPUG is in 

7 somewhat o r a quandary here because tho nino-month 

8 transition tactor that PPL has approved -- has 

9 s uggested is lower than tho six-month factor; and the 

10 main r eason that it's lower is because or t h is 

11 $135 million underrecovery. And if you review FPL ' s 

12 testimony, Ms. Dubin in particular , t hio very large 

lJ underrecovery is i n the main part duo to an FPL 

14 f orecasting error, particularly a very large error in 

15 the way they ' ve forecasted gas prices. 

16 You are not limited, I do not believe, to 

17 spreading t his big amount over a 12-month period 

18 simply because it doesn • t rise t o tho level of ever 

19 requiring a midcourse correction. 

2Q COKKIIIIOWBR CLARKI Hs . Kautman, it you 
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21 would answer what Hr. Ch ilds said, speci fi cal ~y Lhat 

22 they didn't as} tor that because they looked at it in 

23 terms of total bill. And g i ve n the fact t hat they had 

24 an overrecovery in .the capacity, it sort of seems 

25 reasonable to me. 
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1 KS. KAurNAMI Well, I didn't annualize it in 

2 the way that Mr. Childs did. What I did was look at 

3 the i ncrease that t .hat • s going to mean to t he fue 1 

4 factor from the prior period, and my calcu l ations 

5 would indicate to me that it's going to make a big 

6 difference. It's about 28t for residentia l customers' 

7 inc::-ease, and for indu.strial customers, depending on 

8 their rate class, it ' s between 27 and 30,. 

9 COXK.ISSIOXER CLARKI Well, do you dispute 

10 his point that it wo took your -- if we fol l owed what 

11 you suggested and did it over a 12-month per iod, it 

12 would, in fact, result in a reduction to bi l l s when we 

13 had an underrecovery? I thought that's what you 

14 KS. KA~I I might have missed -- I did 

15 not hoar him say -- I thought that he said that it 

16 would only make a 19-cent difference tor tho 

17 residential customers. 

18 COXKISSIOXER C~a And I thought he said 

19 i t reduced them. Mr. Childs . c~n you clarify that? 

2 0 

21 

KB. IAUFXABa I thought it waa the opposite . 

KR. CJULDBa What I uaid is, is that tho 

22 proposal by PIPUG would result in a bill for tho 

23 average residential c uutomer of $7~.93, or 

24 approximately 19 c ents loss than what PPL ' s proposed 

25 with its nine-month factor of $75.12. 
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2 

CCU00:88IOKD QI,llpK 1 Okay. 

MS. KA~I That's what I heard, that our 

3 approach would result in a reduction. My point was 

4 that you are not limi ted to spreading the increase 

5 over 12 months simply because it didn't rise to the 
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6 level or a midcourae correction. And I want to point 

7 out to you that in t he conservation doc ket it was just 

8 fully stipulated. 

9 Power Corp had a $22 million underrecovery 

10 in regard t o their decoupling and they asked it they 

11 could spread that over 24 months to lessen tho impact 

12 and --

13 COXKISBIO.sR CLARKI What was the dollur 

14 impact to their customers relative to --

15 KS. KA~I on a bill basis? 

16 CCU00:88IO.sR CLARKI Yes . 

17 KS . KA07KABI I do not know. I only know 

18 th"t i t was a $22 million underrecovery. They were 

19 required, I believe by the terms o r the decoupling 

2 0 o rder, to spread i t over 12 months, and they asked to 

2 1 do 24. 

22 CONM%88IO.sR CLARXI Wall, would you agree 

23 with me that probably we should be l ooking at the 

24 impact on the bill in detonaining whothor o r not we 

25 tho two are comparable? 
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l KS. KAOFKAXI Well, I think you have to look 

2 at the impact on the bill, and I think you also have 

3 to look at the difference in the fuel factor as well; 

4 and I did not do that analysis for Power Corp. 

5 COMXIIIIO..a CLARXa Let me ask you one 

6 other thing. Hr. Childs mentioned that he thought 

7 spreading it over a lar,ger period was related to a 

8 midcourse correction. Do you have any cases where it 

9 wasn ' t, except the one we just did today? 

10 KS. KAU~I No, but I did not attempt to 

ll go back and find any. I think it's within this 

12 Commissior •s discretion to opread that amount it thoy 

13 think it will benefit the ratepayers . And we t .hink 

14 that it will lessen the increase, obviously, in tho 

15 fuel factor by spreading it over the 12 months rather 

16 than the six months. 

17 COKMIISIOBER CLARKI Let me ask you a 

18 question. If you don ' t get 12, will you take nine? 

19 MS. KAOFKAXa I would take nine, yes, 

20 Commissioner, but I would want it to be absolutely 

21 clear that that has no impact on our position in 

22 regard to whether we qo to an annual fuel filing. 

23 COKNI88IOBER CLARX1 No. I mean, I think 

24 that issue is -- the only reason I find it persuasive, 

25 that it pr ovides the opportunity to perhaps avoid work 
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1 in September. You know, it we don't do it, we're 

2 definitely going to have to make an adjustment in 

3 September. 

4 lUI. UOJ'DJII Well, that preoumes that 

5 you're going to go to tbe annual tiling. 

6 COIOU88IO.U CUUI No, it doesn't. I 

7 think it presumes that lt we don't go to tho annual 
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8 tiling, we will still be doing something in Septembor, 

9 bocauso it ' s every six months. 

10 lUI. UOJ'DJII Right. 

11 COIOU88IO.U CLUltl It we go to tho onnuol 

12 tiling and rut this factor into place, we may avoid 

13 tho work. That ' s the only way we have the poosibility 

14 ot avoiding work i n September, as I understand it. 

15 MS. UOJ'DJII Well, I think you will havo 

16 waited tor PPL. And, I agr ee it you decide to go to 

17 tho annual and they have this transition, yes, that' s 

18 correct. It you don ' t -- and I ' a not sure ot tho 

19 timetable tor even -- I'm not even convinced wo ' ro 

20 going to reach that issue before we have tho August 

21 tuol adjustment. I don•t know what the timetable io 

22 tor roaching --

23 COIOU88IO.U CLUJt • Well, I certainly om 

24 if I have anything to do with it, I hope we do. I 

25 think we've told the Chairman that we' d like to soo it 
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1 done quickly . 

2 Ka. KaOFNAM1 And certainly , you know, I 'm 

3 just suggesting if there's a PAA and if there' s a 

4 protest and if there ' s an order, I ' m just not sure how 

5 tha timo ochedulee will play out. 

6 COKMX88IO.-R ~COB81 You touched on a 

7 question I had. You agree, though, that if wo don't 

8 go to an annualized recovery, that the nine-month --

9 adopting a nine- month transition here allows us the 

10 flexibility to go back to tho present time line. Do 

11 you agree? 

12 Ka. KaOFNAMI Yes. FPL would have to make 

13 an adjustment, I believe, in August if wo remain on 

14 the six-month schedule. They would have to make an 

1 5 adjustment when they do their Auqust ~uel filing. so 

16 I think it would give you that flexibility; I agree. 

17 I want to also touch on Issue 21E, which is 

18 the capacity !actor issue . And it's already been 

19 mentioned we ' re already on a 12-month schedule for 

20 th~t, but it ' o not a calendar yoar ochcdulc. 

21 And it I understand what FPL has done here , 

22 they already have their capacity tactQrs sot now and 

2) it would be changed in August, at the August hearing, 

24 tor Octobor 1, and if I understand what Hr. Childs 

25 told me, they've aimply extended that rector t'or three 
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l more months to get to the end or the year. 

2 Again, you know, until there is a change, we 

J think they should remain with their current capacity 

4 !actor. They should recalculate it so that the 

5 underrecovery is appropriotely ollotted tor in the 

6 !actor that they now have. 

7 

8 

9 

10 

COMXX88IO..a CLARKI Questions? 

xa. CHILDBI Could I briefly comment? 

COMM%88IO..a CLARKI Yes, Hr . Childs? 

KR. CKILDB• One, on that last point we 

11 have, we proposed the midcourse correction to reflect 

12 that. Tha~ 's why the bill comes out whereas -- as the 

13 capacity costs ottset the tuel coats. 

14 And, secondly,. I'm not suggesting that 

15 Issues 4 and 7 are not outs tanding, as Hs. Kaufman 

16 argued earlier. What I'm simply saying is, is that a 

17 party is supposed to take a position on an issue by 

18 the prehearing conference; and I thought that this was 

19 a position on an issue that did not reach that -- the 

20 issue did not reoch the position tAKen. 

21 COMXX88IOWD CLUXI Well, I would agree it 

22 seemed to me that it you were going to take tho 

23 position that you should spread it out over six 

24 months, we probably should have had it earlier, but, 

25 you know, it's fairly clear where you ' re coming from . 
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1 So no harm dona, I think, in this instance. 

2 Let ae just ask aoae questions. 

J OOWMI88I O ... QARCIAr Are we going to hoar 

4 trom Start on this or not? 

5 COMKI88IOMBR CLARX I Well, I want to ask 

6 t hem some questions before we hear the recommendation. 

7 The midcourse correction will still be 

8 available, right, and what we've currently set is a 

9 lOt change? Is that kind ot the 

10 MS . KAOYHAWr That's my understanding, tha t 

11 the utilities must com.e in lOt over or under. 

12 

1J 

D. CIIILD8r 'las. 

COMKIISID ... CLARKI Is it correct that the 

14 proposal to go t o an annual proceeding, that all the 

15 parties agree on the date, that it chould be calendar, 

16 or are there - - there ' s no agreement on when the 

17 period s hould be? 

18 lCB . DtJFX.Uir I think - -

19 KR. CKILD8r Tampa Electric has not agreed 

20 that it should be calendar. I believe that Gulf, 

21 Florida Power Corporation and Florida Power ' Light 

22 company do agree. 

23 COMX%88IO-.R CLARKI Okay. 

24 X8 . KA~r That's ay understanding, that 

25 Tampa Electric prefers to remain on t he schedule wo 
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1 now have, but go to a year. 

2 OOKN%88IO•BR CLARKI So just so I'm clear, 

J the opposition to annual comes from PIPUC? 

MS . llAOJ'JCUI Yea, ma ' am. 4 

5 COMMI88IO..a OLIRII You ' re still looking at 

6 it. But we may not -- even it it turns out everybody 

7 aqrees t hat annual is okay, ve aay not have an 

8 agreement on what period that should be . Okay. 

9 

10 

Stat!? 

KS. PAOQBs Co=missioner, I'd like to 

11 preface my remarks by underscoring that with respect 

12 to annualization, which has already been spun out into 

13 a separate docket, there are two primary issues. 

14 The first ia whether to go annual. PIPUC 

15 has the position that we should not. And it we do go 

16 annual, what should the time period be. And there is 

17 not agreement among the parties, and I believe it goos 

18 beyond TECO requesting a fiscal year ver sus calendar 

19 year. So those are the issues that will be handled in 

20 this separate docket. 

21 Relative to PPL ' s nine-month projection 

22 period, starr believes that that is an iu<tppropriate 

23 period. It is inappropriate to go three months beyond 

24 Co=mission policy precedent, six-month normal 

25 projection period because it has the etr ect or 
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1 predetermining the time period in the annualization 

2 docket. In other words , it seta a precedent tor going 

3 for calendar year, and that it is not agreed among the 

4 parties that that's --

5 COMKI8810.KR CLARII Ha. Paugh, let me jus t 

6 say I don ' t think it sets a precedent. 

7 KS. PAOGBI Okay. 

8 COIOI:I88IO•llll CLAJUtt I mean, I would make it 

9 clear that that' s not the purpose here. 

10 KS. PAOGB I That ' s fino. It may have that 

11 implication. Let me soften my statement --

12 COJOU88IOlfD CLARX1 I see what you ' re 

13 saying; just by doing it we might suggest -- it 

14 suggests to people that we may personally have a 

1 5 predisposition that that's a good thing --

1 6 KB. PAOGBJ That ' s correct; and I can hear 

17 parties coming to us and saying, well, you did it i n 

18 the fuel docket. 

19 

20 

COlOU88IOlfD CLUX1 Right . 

COJOri88101HDl QJJlCfAI We won ' t listen, 

21 though. When they say that, we won't listen. 

22 (Laughter) 

23 KS . Plt.OGHt Thank you. Our second point 

24 with respect to tho nine-month PPL proposal is that it 

25 sets us up for a $60 million, approximate, 
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1 underrecovery in this docket . 

2 It's setting an i naccurate factor based upon 

3 some t hing the Commission may or may not do, and wo 

4 believe that ' s inappropriate . 

5 With resp4ct to PIPUC ' a ai~-pluo-six 

6 recovery period, we believe t hat it is inappropriate, 

7 because t he i nte.rost that would accrue on that second 

8 six-month $70 million would be roughly $750,000, and 

9 we don ' t see that there is a great deal or gain to be 

10 had for the $750 million price tag that it would cost 

11 to spread it out. 

12 This sort of underrecovery, $135 million, is 

13 not all that unusual. It's based on fuel prices and 

14 perhaps calculations and that sor t of thing. It is 

15 something that is routinely handled in the fuel docket 

16 on the six-month proj ection periods. 

17 The ratepayer impact is not that great. 

18 Estimates are that for the nine-month period the 

19 thousand kil owatt hour difference is for nin~ months 

20 $75 . 12. For one hal f of the underreeovery six-month 

21 period it wou ld be $75 . I believe we •ve just heard 

22 $7 4. 93. And f o r the six- month normal Commission 

23 policy, the thousand kilowatt, our amount, would be 

24 $76 . 54. 

2S So Staff docs not believe that the impac ts 
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1 are that qreat to justify a change in the policy --

2 COIDU88IOJ111Sl auc:n.a The six-month period 

3 would be $76.54? 

4 KS . PAUGBI Yes; the normal projection 

5 per iod six-aonth, as opposed to the six-month that is 

6 halt ot 12 months. 

7 

8 

COMMX88IOJID QUCUI Right . 

COMMI88IOWBR JACOB8 1 And what would it be 

9 tor if we did it tor 12? 

10 

ll 

12 75 - -

13 

14 

15 

KS. PAUOBI If we did it tor 12 - 

COMMI88IOWBR OARCIAI The 12 months would be 

COKKI88IOJ111Sl JACOB81 75 something. 

COMMI88IOWKR QARCI.AI 75, right. 

KS. PAUGBt Just below 75 . 

16 COXK%88IOWBR GARCI.At Right. $74.94 is it 

17 that you said? 

1 8 xs . PAUOB1 $74.93 is what we heard f rom , I 

19 believe, Mr. Childs. 

20 

21 

COJCXI88IOJ111Sl QUCI.A I Right. 

MS. PAUOBt So that ' s Statt position, that 

22 the six- month period is the appropriate period. 

23 Before we get too far, I do need to correct 

24 Staff's position in Issue 4, whic h reflects a factor 

25 ot a nine-month period, and that was simply an error. 
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COKKX88Ia.KR QARCIAI Okay. 

KS. PAOaBI That waa what I tried to do 
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3 earlier. Th.at nUIIIber on FPL --and you ' ll t:ind t h is 

4 on Page 8 or your prehearinq order -- is liotod under 

5 Statf, PPL as 1.972. That'• FPL ' o nlnu-month rac t or, 

6 and that's not correct. It needs to be oorroc tod to 

7 2. 112. That is +-.he six-month !actor. 

8 

9 

COMMIISIO-.R CLARKI Thank you. 

COMMI88Ia.BR GARCIA& can I make a motJ on, 

10 or do you maybe --

11 COMM..I88IO•D CLARK I Well, you know, lt' !l 

12 always difficult being chair, because you kind o r have 

13 to wait tor what people henr; but I'll ontortain a 

14 motion. 

15 COKkl88IO.U OUCIAI And LOslie ca.n toll me 

16 if I ' m right in the aotion. I ' m gc ing to dony Sta!f 

17 and move FPL and movo to the nino-aonth. Do you want 

18 me to do that isaue by isauo, or ia it oo•prohendod 

19 that wo just adopt FPL'• position? 

20 Kl. PA0411 I would reco .. ond that ~o 

21 roforenoe Issues 4, 7, 10C and 21E with respec t to 

22 that motion. 

23 

24 21E. 

25 

COXMI88IOWKR GARCIA& Okay. 4 , 7 , lOC a nd 

MS. PAO«<& That ' s correct . 
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1 

2 nine-month period? 

3 COMX118IO ... OARC1A1 We use a nine-month. 

4 Okay. Is there a second? 

5 OOKMI88IOWIR JlCOBBI My only concorn is how 

6 do we -- with all due respect to Commiss ioner Carcia, 

7 tha~ we just simply won '' t hear the argument when it 

8 comes back, I 'm wondering should we stamp this order 

9 with some indication of our intent that --

10 COMXIII10 ... GARCIAI Well, you moan in 

11 terms ot the precedent we're establishing? 

12 

13 

~.o"OIOI11110 ... JJ.coB•s Yeah. 

COMX188IO ... GARCIAa I clearly would adopt 

14 the comments that the Chairman made, and obviously the 

15 Staff can make it so in what it issues that clearly 

16 we're not trying to sot precedent with this; we're 

17 simply trying to adjust. 

18 You know, I see this as a sort of a chicken 

19 and the egg type argument, and I think thic is --

20 COMKI88IO..a J1COB81 Let mo float this out 

21 there. It would appear to me that what we're actually 

22 doing here ie leaving an option tor a correction by 

23 the company because if we don ' t vote for tho annual, 

24 they're going to have to -- basically this is a 

25 midcourse correction. They ' re going to have to make a 
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2 with the other orders. 
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3 That's bow I rationalize this. That's how I 

4 get it to this. You know, basically what we ' re 

5 doing - - I know on the front end Staff is saying we•ro 

6 setting a bad thing on the front end. I see thio eo 

7 ba·s t cally we • re leaving that option open in the event 

8 th.at we don't approve that 12- month recovery. 

9 ~88IO..a CLARX1 I ' m willing t o be 

10 candid on this . I mean, Staff had recommendad another 

11 ti~e that we go to annual, and we ' ve kind of 

12 co.natantly looked at the notion of going to annual 

13 because we are under at least the suggestion and 

14 direction that we streamline our procedures ovor horo, 

15 and less government is better, you know. It ' s ki nd or 

16 consistent with the philosophy. 

17 But having that said, you know, I 'm wil ling 

18 to hoar from FIPUG. They represent largo cuoto=oro, 

19 and chey have and Public Counsel, and t hey 

20 represent bow it feels from the customers• standpoint, 

21 and I 'm always willing to listen on thoae points. 

22 I quess my view is, the onl y way wo have tho 

23 opportunity to possibly avoi d wor~ in September io t o 

24 go with the nina months, and it goes part way t o what 

25 FIPUG has asked for in this case. So I see it es a 
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1 win- win situation for the two sides of this argument. 

2 I appreciate what Staff says. I think 

3 you're right; you know, in one sensa one can argue , at 

4 least suggest, a favorable look a t a year . But, you 

5 know, this has been under discussion .~:or a while and 

6 

7 

8 

there 

9 but - -

10 

11 get into 

12 

13 you --

14 

1 5 

16 

cowvxssxo..a G&RCI&l I agree and I don ' t --

COMMI88IO..a CLARKa aro merits to that 

COMMI88IO..a QARCIAl And I know you want to 

COMMI88IOWBR CLARKI -- I want to bssure 

COMXI88IOWBR GARCIA& -- the mer its -

COMXI88IO•BR CLARKI -- I have an open mind. 

COMMISIIO..a GARCIAI -- philosophy on this 

17 because I agree with what you've said, and I have, l 

18 guess, some other ideas ot why I think this may be a 

19 good idea; but I ' ve got an open mind to it and will 

20 listen to i t. 

21 COMXI88IO..a JACOB8l One brief point bc~ore 

22 I move on. I wanted to go back to Ms. Kaufman to see 

23 if there's any significant d isagrelllllent with wha t 

24 Staff has represented to ba the customer impact of the 

25 six-month versus 24-montb recovery of -- underrcovery. 
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1 K8. Ka~1 I did not do the calculations 

2 that Start has done, but I don't take issue with them, 

3 Commissioner. I'm sure they're correc t. 

4 

5 

COMXI88Ia.BR ~C0881 I second the motion. 

COMXIIIIOMIR CLAall All right . Show tho 

6 decision unanimous to institute tho nine-month factor. 

7 xs. PAOGB1 Commissioner, it I could, thoro 

8 is now a fallout in Issue 5 which was previously 

Q stipulated, and it needs to reflect new wording. 

10 With respect to Issue 5, tor Florida 

11 Power ' Light, the new factors should be effective 

12 beginning w~th the first billing cycle tor April, 

13 1998; thereafter, the last billing cycl9 for 

14 December 1998. 

15 We will make that change in the order, if 

16 that's acceptable to the Commissioners. 

l7 COMKISSIO»BR CLARK: Show the vote on 

18 Issue 4, 7, 10C and 21E as we just took the vote. 

19 Show 5 changed, and show the Commission as approving 

20 all tho other stipulateo issues . 

21 xs. PAOGBI Commissioner, I don't believe 

22 there has been a vote on the stipulated issues yet. 

23 COMKISIIO..a CLARK: I JUst said show it 

24 approved. 

25 KS . PAOGBI Okay. Thank you. 
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1 COMXXSSIO.xR CLARKI It you preter, I ' ll 

2 entertai n the motion. 

3 KS. PAOGBs I would preter that. 

4 

5 

6 Chairman. 

7 

COMKZSSIOMBR JACOBS! So moved. 

COMMI88IO..a OARCIAI So moved, Madam 

COKMXBSIO.xR CLARKI All right. Show it 
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8 appr oved without objection. Is there anyth ing else we 

9 have to tAke up At this time? (No response .) 

10 ThAnk you all very much. 

11 (Thereupon, the hearing concluded at 

12 10:30 A.m.) 

13 - - - - -
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