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Division of Records and Reporting
Fiorida Public Service Commission
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Tallahassee FL 32399-0870

Dear Ms. Bayo:
Re: Docket No. 980269-PU
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

IN RE: Consideration of change in frequency )
and timing of hearings for fuel and purchased )
power cost recovery clause, capacity cost )
recovery clause, generating performance ) Docket No.: 980269-PU
incentive factor, energy conservation cost ) Filed: March 31, 1998
recovery clause, purchased gas adjustment )
(PGA) true-up, and environmental cost )
recovery clause. )

)

POST WORKSHOP COMMENTS
GULF POWER COMPANY ("Gulf Power", "Gulf", or "the Company"), by and through
its undersigned counsel, and as requested at the conclusion of the workshop held in this docket

on March 17, 1998, hereby submits the following post workshop comments:

Introduction

Gulf Power supports the change to an annual cost recovery period on a calendar-year
basis for the fuel, capacity, environmental and conservation cost recovery dockets. There are
several advantages to making this change for Gulf’s customers, the Company itself, and for the
Commissioners and Commission staff. First, r.ducing the number of scheduled hearings cach
year from two down to one saves time, cffort and administrative costs for both the Company and
the Commission staff. In addition, changing the cost recovery period to a calendar year
synchronizes the cost recovery period with the fiscal period that is the basis for the accounting
books and records of the Company. This will greatly enhance the ability of auditors,
Commission staff, the Company and other parties to perform comparisons and analyses of cost
recovery revenues and expenses. Customers would also benefit from a change to annual,

calendar-year factors. First, businesses plan and account for their expenses based on their fiscal
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year, which for most compani=s is a calendar year. Making the proposed change would facilitate
budgeting and planning for our customers. Rather than having two or three different cost
recovery factors in effect during one year, the customer would know the factors used in
determining its utility costs for an entire calendar year. Not only does the customer benefit from
a reduction in the frequency of changes to the cost recovery factors, but calculation on an annual
basis often also reduces the magnitude of changes in cost recovery factors (as demonstrated by
annual capacity factors). The reduction of frequency and magnitude of changes in cost recovery
factors that flows from the proposed change to an annual calendar year process provides stability
and certainty for our customers in a reasonsble manner.

Gulf sees no risks or disadvantages associated with making the change to annual,
calendar-year factors. Mechanisms (such as the midcourse correction process) arc in place to
ensure that unforeseen circumstances are addressed between cost recovery hearings. This

protects the customers, the Commission staff, and the Company.

Responses to Staf’s Discussion Questions:
¥ Based upon historical data over the past 10 years, what impact would a Commission
decision have upon the size of the utility's over/under recovery?

Based on our research of historical data, Gulf concluded that there would have been no
significant changes in the size of the over/under recovery balances in any of the four cost
recovery clauses if calendar year factors had been in effect during the past 10 years,




Gull Power's Post Workshop Comments
Docket No. 980269-PU
Pagelof 9

If the Commission adopts an annual hearing for the fuel clause and the
environmental clause, should the Commission revise its 10 percent threshold as a

basis to request a midcourse correction?

No. The current midcourse correction rules are appropriate for annual hearings, as
demonstrated in the clauses that arc already on an annual basis (e.g. the conservation,
purchased capacity and environmental cost recovery clauses for Gulf Power).

During the past 10 years, how frequently would the utility have requested approval
for a midcourse correction based upon a 10 percent threshold?

Based on historical data for the past 10 years, there would have been no change in the
number or frequency of requests for midcourse corrections if annual, calendar-year
factors had been in place. Specifically, in the fuel clause, the largest of the clauses in
terms of actual cost recovery, no midcourse correction for Gulf Power would have been

required.

It has been suggested that a utility could submit interim petitions between hearings
for special or unanticipated issues. What threshold level of costs would cause a

change in the fuel factor?

In the fuel clause, a midcourse correction (based on the 10% threshold) would be required
if the special or unanticipated issue resulted in an over/under recovery of approximately
$18,000,000.

It has also been suggested than an annual fuel factor would provide a utility's
customers with a greater level of certainty about fuel costs. Over the past 12

months, how many customers have expressed this concern?

Based on customer interaction and feedback, Gulf"s marketing representatives have
concluded that the majority of industrial customers would prefer annual factors to reduce
the number of changes in the factors and to facilitate their own budget processes.
Additionally, our customer service representatives indicate that customers from all classes
prefer simplicity when analyzing their bills. Having only one set of factors applicable to
an entire calendar year is consistent with this customer preference.
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7.

10.

If the Commission adopts an aunual hearing for the fuel clause and environmental
clause, would the utility change any of its forecasting models, methodologies,
assumptions, or data sources?

Gulf anticipates no such changes at this time.

Which form modifications would be necessary to accommodate the change to an
annual hearing?

The only permanent modifications necessary would be to reflect the appropriate twelve
calendar months approved for recovery. During the transition period, modifications
would be required to the true-up schedules to reflect the appropriate period.

What are the expected advantages and savings of conducting the cost recovery
hearings on an annusal basis?

Only one hearing would be required each year, rather than two. This saves time both for
the Commission and its staff and for the Company as well. In addition, administrative
costs of preparing for, conducting and attending one of the two scheduled hearings under
the current process, including legal fees, would be eliminated.

What are the expected disadvantages and costs of conducting cost recovery hearings
on an annual basis?

None.

When should the Commission implement the change to annual hearings?

The initial annual hearing for the fuel, capacity and environmental factors should be held
in November 1998 for the January 1999 - December 1999 projection period. The initial
annual hearing for conservation should occur in November 1999 for the January 2000 -
December 2000 projection period. Attachment A 1o these comments sets forth a
transition schedule for each specific clause.
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12.

What are the expected advantages of calculating the cost recovery factors based
upon a calendar year basis?

Gulf's fiscal year coincides with the calendar year; therefore, expenses are forecasted on a
calendar year basis. Having the cost recovery period coiircide with the forecast period
would simplify preparation of the filings because only one forecast period would be
involved, rather than two. Also, analyzing projected vs. actual data would e simplified.
For example, under the current scheme, in order to analyze calendar year data for fucl
someone must extract information from three different cost recovery periods. By
comparison, under the proposal for an annual calendar year recovery clause, information
would only need to be extracted from one cost recovery period in order to analyze
calendar year data for fuel.

In addition, most businesses operate on a calendar year basis for their budgeting and
accounting periods, Currently, there are three different fuel factors in effect for cach
customer during a calendar year.' Having only one fuel factor (and other cost recovery
factors) in effect would assist our customers in their budget planning. This is particularly
true for large industrial customers for whom the utility bill is a significant part of their
manufacturing costs.

Finally, calendar year filings would be casier to audit. The Company's books and
financial records are maintained on a calendar year basis. Auditors would find it casier to
tie items from the cost recovery filings to the Company’s accounting records when both
are reported on a calendar basis.

What are the expected disadvar iages of calculating the cost recovery factors based
upon a calendar year basis?

MNone.

'In addition to the three different sets of fuel cost recovery factors in each calendar year, the

current process calls for two different sets of con.ervation cost recovery factors, two different
sets of environmental cost recovery factors and two different sets of capacity cost recovery
factors in each calendar year.
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13.  What are the expected advantages of calculating the cost recovery factors based
upon a non-calendar year basis?

None.

14.  What are the expected disadvantages of calculating the cost recovery factors based
upon a non-calendar year basis?

See the answer to question 11 above.

Preliminary Statement of Issues and Positions:’

ISSUE 1: Should the Commission approve a change in the frequency of the fuel and
purchased power cost recovery hearings from a semiannual to an annual basis?

GULF: Yes, the Commission should allow Gulf Power and other similarly situated
utilities to handle fuel cost recovery on an annual basis. Gulf Power already
handles conservation cost recovery, purchased capacity cost recovery and
environmental compliance cost recovery on an annual basis. Based on Gulf
Power's experience with converting those clauses from semi-annual to annual, the
benefits achieved warrant such a change for the fuel cost recovery clause.

*The basic issue to be considered in this docket is the frequency and timing of the hearings in
the cost recovery clauses, FIPUG has set out several additional “issues” which it secks to inject
into this proceeding. None of FIPUG's “issues” address or relate to the basic issue for which this
docket was created and are therefore beyond the scope of this proceeding. To ensure that the
Commission has the information necessary to make an informed decision, the resources of the
Commission, its staff and the affected utilities are better utilized to address the narrow topic
identified for this docket which is the frequency and timing of the recovery clauses. In the event
FIPUG's “issues” are made a part of this docket, Gulf reserves the right to address them. At this
time, however, Gulf has directed its efforts at the issues raised by the Commission staff.

6
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ISSUE 2:

Should the Commission approve a change in the frequency of the environmental
cost recovery hearings for Tampa Electric Company from a semiannual to an
annual basis?

No position.

Should the Commission approve a change to calculate the factor for the fuel and
purchased power cost recovery clause on a calendar year basis?

Yes. In addition to (and as part of) the change to annual hearings, Gulf Power
favors the application of 12 month cost recovery factors established on a calendar
year basis in all ongoing cost recovery dockets involving electric utilities
(980001-EU, 980002-EG, and 980007-El). HoldZ.g annual hearings on a
calendar year cycle in all such dockets is administratively more efficient and
allows affected customers a better opportunity to incorporate accurate annual
energy costs into their budget plans, and, in general, is more consistent with Gulf
Power's internal budgeting process.

After such a change is fully implemented, the Commission should hold hearings
in mid to late November each year to establish cost recovery factors to be
effective for the coming calendar year. The prehearing conference for such a
hearing should be held at the beginning of November. Based on these dates for
the prehearing and hearing, the utilities should make their projection filings
(including estimated true-up) in early October. Final truc-up filings for the
previous calendar year recovery period could be filed as early as March 31. This
would allow the Commission's audit staff the opportunity to efficiently schedule
their field work associated with the Commission's audit of the various cost
recovery clauses.

If the Commission decides to make the suggested change to annual calendar year
fuel cost recovery factors effective January 1, 1999, Gulf would propose to make a
transitional filing in June 1998 to include projection data for the period October
through December 1998. At the time of this transitional filing, Gulf Power
would indicate to the Commission whether revised cost recovery factors for this
short transitional period are necessary in lieu of allowing Gulf Power’s 6-month
fuel cost recovery factors approved in the February 1998 hearings (and Gulf
Power's 12-month capacity cost recovery factors approved in the August 1997

7




Gulf Power's Post Workahop Comments

hearings) to remain effective for three additional months to cover the penod
through December 1998.

Should the Commission approve a change to calculate the factor for the
environmental cost recovery clause on a calendar year basis?

Yes. Please refer to Gulf Power's position on Issue 3 above. If the Commission
decides to make the suggested change to annual calendar year environmental cost
recovery factors effective January 1, 1999, Gulf would propose to make a
transitional filing in June 1998 to include projection data for the period October
through December 1998. At the time of this transitional filing, Gulf Power
would indicate to the Commission whether revised cost recovery factors for this
short transitional period are necessary in lieu of allowing Gulf Power's 12-month
environmental cost recovery factors approved in the August 1997 heanngs to
remain effective for three additional months to cover the period through
December 1998,

Should the Commission approve a change to calculate the factor fus the energy
conservation cost recovery clause on a calendar year basis?

Yes, if the Commission approves the change of the other cost recovery clauses to
annual factors established on a calendar year basis. Please see Gulf Power's
position on Issue 3 above. If the Commission decides to make the suggested
change to annual calendar year factors in the fuel and purchased power cost
recovery and environmental cost recovery clauses effective January 1, 1999, Gulf
Power would propose that the conservation cost recovery clause (Docket No.
980002-EG) make the transition to a calendar year basis by January 1, 2000. This
would allow time for th.e necessary rule changes required for this particular cost
recovery clause and would allow further examination of the question to smooth
the transition from the 12-month conservation cost recovery factors effective
April through March to 12-month factors effective January through December.
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ISSUE 6: Should the Commission approve a change to calculate the factor for the purchased
gas adjustment (PGA) true-up on a calendar ycar basis?

GULE: No position.

ISSUE T: Should this docket be closed?

GULE: Yes. If no person whose substantial interests are affected by the Commission’s

proposed agency action files a protest within 21 days of the issuance of the order,
this docket should be closed.

Respectfully submitted this _30th day of March, 1998.

RUSSELL A: PBADDERS

Florida Bar No. 007455

Beggs & Lane

P. O. Box 12950

(700 Blount Building)

Pensacola, FL. 32576-2950

(850) 432-2451

Attorneys for Gulf Power Company




Hearing Dates:  Factor Effective Dates:

Feb 1998

(Currenit Period)

Aug 1998

Nov 1998

Nov 1999

Nov 2000

Apr 1998 - Sept 1998

Oct 1998 - Dec 1998

Jan 1999 - Dec 1999

Jan 2000 - Dec 2000

Jan 2001 - Dec 2001

GULF POWER COMPANY
Fuel Transition
Filing Description:

Projection Apr 1988 - Sept 1898
Estimated True-Up  Oct 1997 - Mar 1998
Final True-Up Apr 1997 - Sept 1997
Projection Oct 1998 - Dec 1998
Estimated True-Up  Apr 1998 - Sept 1098
Final True-Up Oct 1997 - Mar 1998
Projection Jan 1999 - Dec 1899
Estimated True-Up  Apr 1998 - Dec 1998 (2 periods)
Final True-Up None
Projection Jan 2000 - Dec 2000
Estimated True-Up  Jan 1999 - Dec 1999
Final True-Up Apr 1998 - Dec 1998 (2 periods)
Projection Jan 2001 - Dec 2001
Estimated True-Up  Jan 2000 - Dec 2000
Final True-Up Jan 1999 - Dec 1999
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Page 10of 4

Filing Dates:

Jan. 1998
Jan. 1998
Nov. 1997

June 1898
June 1998

May 1998

Oct 1998
Oct 1898

Oct 1999
Oct 1999
Anytime after Mar 1395

Oct 2000
Oct 2000
Anytime after Mar 2000




Hearing Dates:
Aug 1897
(Current Period)

Aug 1098

Nov 1998

Nov 2000

Factor Effective Dates.

Oct 1897 - Sept 1998

Oct 1998 - Dec 1998

Jan 1999 - Dec 1999

Jan 2000 - Dec 2000

Jan 2001 - Dec 2001

Attachment A
Page 2 of 4

GULF POWER COMPANY

Capacity Transition

Filing Description; Filing Dates:

Projection Ocl 1997 - Sept 1998 June 1997
Estimated True-Up Oct 1996 - Sept 1997 June 1887
Final True-Up Oct 1995 - Sept 1996 May 1997 .
Projection Oct 1998 - Dec 1998 June 1998
Estimated True-Up  Oct 1897 - Sept 1688 June 1998
Final True-Up Oct 1996 - Sept 1997 May 1908
Projection Jan 1989 - Dec 1999 Oct 1098
Estimated True-Up  Oct 1997 - Dec 1998 (2 periods) Oct 1008
Final True-Up None
Projection Jan 2000 - Dec 2000 Oct 1999
Estimated True-Up  Jan 1999 - Dec 1999 Oct 1999
Final True-Up Oct 1997 - Dec 1998 (2 periods) Anytime afler Mar 1999
Projection Jan 2001 - Dec 2001 Oct 2000
Estimated True-Up  Jan 2000 - Dec 2000 Oct 2000
Final True-Up Jan 1999 - Dec 1099 Anytime afler Mar 2000 O




Hearing Dates:
Aug 1997

(Current Period)

Aug 1988

Nov 1998

Nov 1899

Nov 2000

Factor Effective Dates:

Oct 1997 - Sept 1998 Projection

Oct 1998 - Dec 1998

Jan 1989 - Dec 1999

Jan 2000 - Dec 2000

Jan 2001 - Dec 2001

GULF POWER COMPANY
Environmental Transition
Filing Description:
Oct 1997 - Sept 1998
Estimated True-Up  Oct 1996 - Sept 1897
Final True-Up Apr 1996 - Sept 1996
Projection Oct 1998 - Dec 18998
Estimated True-Up  Oct 1997 - Sept 1988
Final True-Up Oct 1996 - Sept 1997
Projection Jan 1999 - Dec 1999
Estimated True-Up  Oct 1897 - Dec 1998 (2 periods)
Final True-Up None
Projection Jan 2000 - Dec 2000
Estimated True-Up  Jan 1899 - Dec 1999
Final True-Up Oct 1997 - Dec 1998 (2 periods)
Projection Jen 2001 - Dec 2001
Estimated True-Up Jan 2000 - Dec 2000
Final True-Up Jan 1999 - Dec 1899

Attachment A
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Filing Dates:

June 1997
June 1997
Mar 1997

June 1898
June 1898
Dec 1997

Oct 1998
Oct 1998

Oct 1999
Oct 1999
Anytime after Mar 1999

Oct 2000
Oct 2000

Anytime after Mar 2000 .



Hearing Dates:
Feb 98

(Current Period)

Feb 99

Nov 1999

Nov 2000

Factor Effective Dates:

Aor 1998 - Mar 1999

Apr 1809 - Dec 1999

Jan 2000 - Dec 2000

Jan 2001 - Dec 2001

GULF POWER COMPANY
Conservation Transition
Filing Description:

Projection Apr 1998 - Mar 1999
Estimated True-Up  Oct 1997 - Mar 1998
Final True-Up Oct 1096 - Sep 1997
Projection Apr 1999 - Dec 1999
Estimated True-Up  Apr 1998 - Mar 1999
Final True-Up Oct 1997 - Mar 1898
Projection Jan 2000 - Dec 2000
Estimated True-Up  Apr 1999 - Dec 1999
Final True-Up Apr 1998 - Mar 1989
Projection Jan 2001 - Dec 2001
Estimated True-Up  Jan 2000 - Dec 2000
Final True-Up Apr 1999 - Dec 1999

Atlachment A
Page 4 of 4

Filing Dates:

Jan 1998
Jan 1998
Nov 1997

Jan 1999
Jan 1999
Nov 1998

Oct 1999
Oct 1999
Anytime after Mar 1099

Oct 2000
Oct 2000
Anytime after Mar 2000
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In re: Consideration of change in frequency and
timing of the hearings for the fuel and purchased
power cost recovery clause, the capacity cost
recovery clause, the generation performance
incentive factor, the energy conservation cost

Docket No. 980269-PU

recovery clause, the purchased gas adjustment
(PGA) true-up, and the environmental cost recovery

clause

Certificate of Service

| HEREBY CERTIFY that a copy of the foregoing has been fumished this
31 day of March 1998 by U.S. Mail or hand delivery to the following:

Leslie J. Paugh, Esquire

FL Public Service Commission
2540 Shumard Oak Boulevard
Tallahassee FL 32399-0863

Jack Shreve, Esquire

Office of Public Counsel

111 W. Madison St., Suite 812
Tallahassee FL 32389-1400

James McGee, Esquire

Florida Power Corporation

P. O. Box 14042

St. Petersburg FL 33733-4042

Matthew M. Childs, Esquire
Steel, Hector & Davis

215 South Monroe, Suite 601
Tallahassee FL 32301-1804

Suzanne Brownless, Esquire
Miller & Brownless, P.A.
1311-B Paul Russell Road
Suite 201

Tallahassee FL 32301

Joseph A. McGlothlin, Esq.

McWhirter, Reeves, McGilothlin,

Davidson, Rief & Bakas, P.A.
117 S. Gadsden Street
Tallahassea FL 32301

Lee L. Willis, Esquire
James D. Beasley, Esquire
Ausley & McMullen

P. O. Box 391

Tallahassee FL 32302

John W. McWhirter, Jr., Esq.
McWhirter, Reeves, McGlothlin,
Davidson, Riefl & Bakas, P.A.

P. O. Box 3350
Tampa FL 33601-3350

Kenneth A. Hoffman, Esq.

Rutliedge, Ecenia, Underwood,
Pumell & Hoffman, P.A.

P. 0. Box 551

Tallahassee FL 32302-0551

Michael B. Twomey, Esquire
P. O. Box 5256
Tallahassee FL 32314-5256

William Keating, Esquire

Staff Counsel

FL Public Service Commission
2540 Shumard Oak Boulevard
Tallahassee FL 32389-0863

Stuart L. Shoal

St. Joe Natural Gas Company
P. O. Box 549

Port St. Joe FL 32457-0549




Gail Kamaras, Esquire
LEAF, Inc.

1115 N. Gadsden Street
Tallahassee FL 32303

Ms. Ann Wood

Chesapeake Utilities

P. O. Box 960

Winter Haven FL 33883-0060

Mr. Michael Palecki

City Gas Company of Florida
955 East 25" Street
Hialeah FL 33013-3408

Ms. Colette M. Powers
Indiantown Gas Company
P.0O.Box8

Indiantown FL 34956-0008

Mr. Francis J. Sivard
Peoples Gas System
P.O. Box 111

Tampa FL 33601-0111

Sebring Gas System, Inc.
3515 Highway 27 South
Sebring FL 33870-5452

Mr. John McLelland

South Florida Natural Gas Company
P. O. Box 248

New Smyma Beach FL 32170-0248

Mr. Ben Gray

West Florida Natural Gas Company
P. O. Box 1460

Panama City FL 32402-1460

R ——

JEFFREY A'ST

Florida Bar No. 325853

RUSSELL A. BADDERS

Florida Bar No. 0007455

BEGGS & LANE

P. O. Box 12050

Pensacola FL 32576

\B50) 432-2451

Attorneys for Gulf Power Company
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