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J 

P a 0 C B B D I M 0 0 

(Bearing convened at 9130 a.a . ) 

CQKMISSIO.-R OLARJ:1 We ' ll call the hearing 

4 to order. Will you please read the notice. 

5 MS . PAUOBI Pursuant to notice issued July 

6 14th, 1998, this time and place have been set for 

7 hearing in Docket 980001-EI, fuel and purchased power 

8 cost recovery clause an~ gener ating performance 

9 incentive factor a nd Docket No . 980007-El, 

10 envir onaental cost r ecovery clause. 

11 COIOli88IO_.. OLARI:I Thank you. We ' ll take 

12 appearances. 

lJ KR. BIAILIYI Jtmee D. Bea&ley with the law 

14 flrlll of Ausl-.y ' McMullen, in •rallahassee. I ' m 

4 

15 representing Tampa Electric Company in both the 01 and 

16 07 docket s. 

17 Ka. MoOBB I James McGee, P. o. Box 14042, 

18 st. Petersburg, 33733, appearing on behalf or Florida 

19 Power corporation in tho 01 docket . 

20 MR . BO~I Kenneth A. Hoffman. My 

21 address is P. o. Box 551, Tallahaoseo, Florida 32302. 

22 I ' m here this morning on behalf of Florida Public 

23 Utilities Company in the 01 docket. And Florida 

24 Public Utilities is not in the 07 docket. 

25 xa. BOWBr I ' m Roqer Howo with the Office of 
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1 Public counsel appearing on behalf of the Citizeno or 

2 the State of Florida in the 01 and 07 d ockets. 

3 xs. PAUQKt Leslie Paugh on behalf of Starr 

4 in the 01 and 07 dockets. 

5 COKKiaaxo•ER CLARXs I would note for the 

5 

6 record that Jeffry Stone a nd Vicki Gordon Kaufman were 

7 excused from attending this hearing. 

8 xa. PAUaRs That's correct . 

9 COIOliiaiOIID CLA~tat Any preliminary matters 

10 we need to take up? 

11 n . PAOaRa Just one , co-iosionors. The 

12 question has been raised with respect to Paragraph 4 

13 of both prehearing orders, whether tho language is 

14 appropriate in thia proceeding. 

15 I have spoken with the-- I ' m sorry, not 

16 Paragraph 4 but Section 4. I have spoken wi th the 

17 attorney who has asked the question, and indicated to 

18 him that that section is inter.de d for proceedings i n 

19 which there is not a bench vote . In this proceeding I 

20 anticipate that there will be a bench vote and that 

21 this section would, ~~erefore, be negated. 

22 COXMI88IOXBR CLARal Paragraph 4? 

23 X8. PAUQBI Section 4, posthearinq 

24 procedures. It calls t or fil i ng posthearinq 

25 statements t hat will not oe necessary in the e vent of 
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6 

1 a bench vote. 

2 

3 suggest we proceed? 

4 IC8. PAOaJit In both dockets all iss·ues, with 

5 the exception of Issue 10 in the 07 docket, have been 

6 stipulated. 

7 I propose that we i nsert the testimony into 

8 the record as though read in t he 01 docket. You wil l 

9 fi nd that testimony on Page 5 . 

10 COMMXSSI OWBR CLARE t Hs. Kelly, let me ask 

11 you a question. If we stipulate into the record the 

12 testimony ot the witnesses listed on Page 5 of tho 

13 Prehearing Order, and then give the proffered exhibits 

14 exhibit numbers i n this proceeding, can we do i t in 

15 bulk, so to speak? 

16 TKB a.PORT&Rt What you can do is put in all 

17 of the profiled t estimony first, and then you can 

18 identify the exhibits and give them numbers. 

19 KS . PAOGBt We ' ll have to mark the exhibits, 

20 commissioner. 

21 COMX%88IOMaR CLARK I Is it your 

22 reco-endation that we proceed with stipulating tho 

23 t estimony and evidence exhibits into the record? 

2 4 KS . PAOGBt The testimony, yes . We'll move 

25 the exhibits into the record as soon as we have thom 
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1 marked, which we'll do next. 

2 

J prefiled 

4 rebuttal? 

5 

6 

COMX%88IOMKR CLARKI All right. Then the 

it's all direct testimony. Is there no 

MB . PAOCDil No . 

COMXI88IOMKR CLARKI All right. The 

7 profiled direct testimony of M.r. George M. Bachman, 

8 Mr. John Scardino, Jr., Mr. Karl Wieland-- is it 

9 Mr. Dario B. Zuloago, M. F. Oaks, Mr. H. W. Howell, 

10 Ms. s. D. Cranmer . I assume tha Mr. G. D. Fontaine, 

11 Ms. Karen Zwolak, Mr. G. A. Keselowsky, and 

12 Mr. Rod Burkhardt will be stipulated i~to the record 

13 without ob1ection. 

14 MS. PAOGH r Thank you, Commissioner. On 

15 Page 20 of the Prehearing Order you wil l fi nd the 

16 exhibits. I propose t hat they be marked as follows: 

17 JS-1, Exhibit 1. JS-2, Exhibit 2. KHW-1, Exhibit 3 . 

18 KHW-2, Exhibit 4. DBZ-1, Exhibi~ 5 . DBZ-2, 

19 Exhibit 6. GMB-1, Exhibit 7 . MF0-1, Exhibit 8. 

20 MF0-2 , Exhibit 9 . MWH-1, Exhibit 10. SOC-1 , 

21 Exhibit 11. SOC-2, Exhibit 12 . GDF-1, Exhibit 13. 

22 GOF-2, Exhibit 14. KOZ-1, Exhibit 15. KOZ-2, 

23 Exhibit 16. KOZ-3, Exhibit 17. 

7 

24 Staff recoaaends that the exhibits as marked 

25 be moved into the record an~ cross examination be 
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1 wai ved. 

2 

3 

COKXIBBIO•aa CLARX : There ' s another page. 

MS. PAOOB: I ' m sorry, Commissioner. 

8 

4 KOZ-4 , Exhibit 18. KOZ-5, Exhibit 19. 

5 GAK-1, Exhibit 20. RB-1, Exhibit 21 . 

6 Staff now recommends that t .he exhibi ts as 

7 mar ked be moved into the record and cross examination 

8 be wa i ved. 

9 COMXISSIOMBR CLARK: They will be moved into 

10 the record and it ' s noted that cross examination has 

11 been waived . 

12 MS . PAOOB a Staff recommends that t he 

13 Commissioners vote to approve all of the stipulations 

14 contained i n the 01 Preheari ng Order . 

15 COXKIBBIOJID CLARX : Is there a motion? 

16 

17 

18 

COMXIBBIO..a GARCIA: So moved. 

COKMIBBIO. JACOBS: I s econd . 

COKMIIIIO.aR CLARXa Show the stipulation 

19 unanimously approved. 

20 xs. PAOOB I Thank you Commissioner s. 

21 (Exhibits 1 through 21 marked for 

22 identi! ication and r eceived in evidence.) 

23 

24 

25 
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by whoa are you oaployed? 

I aa eaployed by Flo r •d.a Pub1•c Ut•l•t••• CCapa ny 

Uave you previoualy ~at.1.f1ed 1n t.h..1 a Doc:ko t? 

Yea . 

What ia the purpo•• o t your t oa t:LDOny a t t.h1• ---A•' 

l v1ll brieCly deacr~b4 the baat• ~or th o coaputAttona ~-~ wer e 

••do .1n u ... proparat.a.on oC tho var1ou.a Scheduloa t..ha t wo have 

aubaitted in support oC cho Oct obor 1998 - Dec.aber 1998 !uo1 coot 

the revenuea collece.d under t he lovel~z.d !uol ad ) UaLaent and eho 

purchaaed powor coata all o wed in d evel o,.. no C.ho luvall¥od r uo l 

ad)Uataon t Co r cho por1od 11.pr11 1998 - Sop to=hor 1998 a nd to 

Oclobor 1998 - Oocoabo r 1998 . 

Were che a oh-.du.lea filod by your Coapany c oaploted under your 

c;U r<ilet:..on? 

Y•• · 

a nd f.1led., 
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Wo have tiled Schedule• El, &lA. &1 - B, &18- 1 , £2, r.1, a nd £1 0 Co r 

Har~anna and El, tlA, tl-8, tlB-1, £2, £1 , £8 , and £10 !or 

Fotnandina Beach. They are included in Coapoalto Preheartnq 

ldonut.ca t.ion Nwober QCB-L 

Thea• a chedulea auppo~t tho calculatlOn oC ~o lovolirod !uel 

adjuaea.nt !actor tor October 1998 - D•coabor 1990 . Gchodulo £1 -B 

Trua-Op and lnt.root Provioion tor tho period April 1998 -

S·eptoaber 1998 ba-aed on 2 Hontha Actual a nd • Hontha tat1aated 

ciA t.a . 

ln derivation ot tho projoctad coot !actor tor tho October 1998 -

Oeceabo~ 1998, period, did you tollow tho aa.. procedure• that w•r• 

uaod in tho prior period til~n9o? 

Yea, vlth the excepuo·n o f a eho rt.er p.riod ot t 1- . Th• pec1od 

cover~ haa been ~hanvad to ~r•• aontha 

Why ha• eh~ GSLD rate cla aa f o e Fernandina Be•e h been o xelud~ from 

thoao co.putationa? 

O..and and other purchaaed power coata a re aaalQnad eo Lho CS!~ 

rate claaa d..ir.ctly baa.cl on t.hoL r a c tual CP 101 and t.l\o1r a ccua l 

kWH conau.ption . Tha t proc eduro ~o r ~h• GSLO claa• haa boen 1n u ae 

r ·ocovered troa a ll ot.her cla •••• 1a d oterained after d.Suct&n9 {rena 

~~1 purchaaed pover coa ta tho•• eoa t• d1co c tly •••~9ned ~o CSLC 

How v1ll the d ... nd coa~ rocov•ry factor• t o e t h• o~h•r r • t • 

ala•••• ~ uaed? 

Th• de .. ~ coa~ r.covory tactora t or ••ch o f ~h• ~s . as. c~o • nd 

OL-$L rate cl• •••• w1ll beco .. on• •l ... nt o ( ~h• ~ola l coaL 

recovery taceo r l o r thoao cla•••• 
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, , 
tho •••• for all thoae r at.e cl••••• . Thua t.he t.o~•l fact.or Cor oach 

clala will be tho aua o! the roapectlve d .. and coat fac tor and Lha 

lovol~ted !actor tor aJl oeher eoaca . 

Pl .. •• addz••• tho ealculatlon o! tho t otal truo·up aaount to b. 

collected or rotund~ during the Octobor 1998 - Ooc•~r 1998 

We h.av• dete~n~ t.h.a~ at r-ho end ot Sopt.eAb<er 1998 baaod on t wo 

caontha act.u.U a nd ~our aontha oat.lJut.ed , vo v ill have ovoc­

rocovored $172,930 in purchaaed ~or coat. 1n our HAr1ann• 

dlviaion. Beaed on eati~ted ••1•• Co r tho period October 1998 -

DePAab4r 1998, it will be n•c••••ry to a ubtract . 21• 22c per ~~ tu 

rotund thia ovor-r•covory. 

In Ferna Ddlna Beach we wil l ha ve over - recovered $2•7.128 tn 

purchaa~ power coata . Th1a amoun t v lll b4 r.tund~ • t . C26950 poe 

KW1I during the October 1998 - Dec uober 1990 penod l••c:lud .. GSLD 

cuatoaoral . Pa9• 3 and 12 of Coaapo1a.t.e Prehear.1no Ident.if1.cauon 

th.uabe.r CMR-1 prov)cl•• • d•t• t.l o C t:.ho~~~ c .a l.cul•uon o( t.h• t: r\lo•up 

aaount,a . 

LooJd.n9 back upon the Oetober 1997 - Karch 1998 pera.od. wha t. w•r• 

the actual End ot Period - True- Up aaount• tor HArtanna and 

Fernan~na Beach, and tboir a19n1Cic.nc o, 1f a ny? 

The MArianna Divieion ••perienc ed an over-recovery o t '256,324 a nd 

Fernandina S..ch Diviaton ovor-~ocovo~o ~390. 750 Tho a aount_a 

both r•preaent tluctu.a t..lOnl O( lela than 10\ fro• t.h• tot...l fuel 

charqo• lor th~ per1od and aro no L con•tdorod atqn1C1 c ant vartanc•• 

frma pro.)ocuon• . 

,.,at ar-e the tt.nal r:o ... lntnq truc. - up ••ount.a !or the portod October 

1997 - ~rch 1098 tor both dtvlaiona? 

In ~rianna the final r~1n1n9 t.ruo • up aaounL waa •n ov•c - r•cov•ry 

o~ $125,04S , Tho tinal c•a..1n1n9 t.ruo - up a.aount. Co r f'ornanda.r.• 
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Beach vaa an over-recovery ot 3121,303 ~ 

What a.ro t.ho oatiaat..S truo-up ..,.ount.a !or t.ho penod o! April 1998 

- September 1998? 

Fernan~na Beach haa an eatLaat~ over-recovery ot $125,825 . 

What will the toWl fuel adjuata4-nt !actor, ... c l uc:Unq d .... nd coat 

roeovory, bo tor both d iviaiona ~or the poriod 

Oc~r 1998 - Decoabor 1998 . 

In Marianna t.ha total fuel •djuatment factor •• aho w-n on La.no 13, 

Schedule £1, ia 2.112C p.r KNH . In Fern~ndina Beach th• tot&l f u•l 

adjuat.ent !actor tor .. ot.h.• r ala••••". •• ahown on Line 43 , 

Sch..Sulo U, aaounta to 2 . 006C per 10111. 

Ploaaa adviae what a reaidentia_l c:ua toeer UllnC) 1,000 K'Wll will pay 

for tho period October 1998 - December 1998 tnclud1n9 baoo ratoo 

( which include revis~ conaerv~tioo coat r•covery t~~tora) and tuel 

ad)uat=Ant. Lactor and aftet" app l ie&tion of a l.1.ne loaa •ulta.pll•" · 

In Har1anna a realdantial eua~ uain9 1, 000 KWH w~ll ~y $63 . ~1. 

an docroa ae o~ ~ . 94 ~roe the prvvioua period . ln Fernandina O.•ch 

a cuaeoa. r vill pay SS5 . 96 , a deer•••• o! S& . l & tro• the pr•v1ou a 

period. 

Ooea t.hia conclude your t.es u.aony? 

Yea . 

Duk l?uol 1/97 

Au998-coot . 9b 



f LORIDA POWEJI C ORPORATION 

DOCKET No. 980001 ·EI 

Re: Fuel and Capacity Cost Recovery 
Final True-up Amounts for 

October 1 997 through March 1 998 

DIRECT TESTIMONY OF 
JOHN SCARDINO, JR. 

a. Please state your name and business address. 

1 3 

2 A. My namo Is John Scardino, Jr. My business address Is P. 0 . Box 

3 14042, St . Potorsburg, Florida 33733. 

4 

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

6 A. I am employed l)y Florida Power Corporation (FPC) in the capacity of 

7 Vice Presldont and Controller. In addition, I also hold tho position of 

B Vice President and Controller of Florida Progress Corporation. tho 

9 holding company of Florida Power Corporation. 

10 

11 a. Have your duties and responsiblltles with FPC remained the same since 

12 you last testified In this proceeding? 

13 A . Yes. 

14 

15 a . What is the purpose of your teatlmony7 

16 A. Tho purpose of my testimony Is to describe tho Company's Fuol Cost 

11 Rocovory final 1ruo-up amount for tho period of October 1997 through 



3 

1 4 

March 1998, and the Company's Capacity Cost Recovery final true-up 

amount for the same period. 

4 Q. Have you prepared exhibits to your testimony? 

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

6 examines the difference between the estimated fuel truo-up and the 

7 actual period-end fuel true-up. This variance analysis is attached to my 

8 prepared testimony and designated Exhibit No.l (JS-1 ). Also attached 

9 to my prepared testimony and designated Exhibit No. _.J:._ (JS-21 are 

10 the Capacity Cost Recovery Clause true-up calculations for the October 

11 1 997 through March 1998 period. My third exhibi t will present the 

12 revenues and expenses associated with the purchase of the Tiger Bay 

13 facility approved in Docket 970096-EQ and the corresponding 

14 amortization. This presentation is also attached to my prepared 

15 testimony and designated Exhibit No. _ _ (JS-31. Also, I will sponsor 

16 the applicable Schedules A 1 through A9 for tho period to date through 

17 March 1 998, which have been previously filed with the Commission, 

18 and are also attached to my prepared testimony for oaso of reference 

19 and designated as Exhibit No. _ _ (JS-41 . The "A " Schedules 

20 contained in my exhibit include o revision to those previously filed 

21 which excludes a true-up of CR3 replacement fuel costs for the month 

22 of S·eptember 1997 that was booked in October 1997. Tho amount of 

23 this September true-up was Included in my prior true-up testimony for 

24 the April - September 1997 period. 

- 2 -



1 5 

a . What Is the source o f the data that you will present by way of 

2 t estimony or exhibits In this proceeding? 

3 A. Unless otherwise Indicated, the actual data is taken from tho bool:s and 

4 records of the Company. The books and records are kept In tho regular 

s course of business In accordance with generally accepted accounting 

6 principles and practices, and provisions of the Uniform System of 

7 Accounts as prescribed by this Commission. 

8 

9 FUEL COST RECOVERY 

10 a . What Ia the Company's jurisdictional ending balance as of March 31. 

11 1998 for fuol cost recovery? 

12 A. Tho actual ending balance as of March 31, 1998 for true-up purposes 

13 Is an underrocovery of ' 27,189, 765. 

14 

15 a. How does this amount compare to tho Company's ostlmatod ondlng 

16 balance Included In the AprH 1998 through September 1998 period? 

17 A. Whon tho ostimatod ovorrocovory of $2,007,311 to bo colloctod during 

18 the period of Aprl11998 through September 19q9 along wi th half of tho 

19 estimated recoverable CR3 replacement fuel from September through 

20 November 1996 Is taken Into account, the final true-up nnributable to 

21 tho six-month porlod ended March 31, 1998 is :m undorrocovery of 

22 $10,826,869. 

l'3 

24 a . How was the final true-up ending balance determlnod7 

. 3 . 



1 6 

A. The amount was determined In the manner set fonh on Schedule A2 of 

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

3 on a monthly basis but revised to exclude a true-up of estimated 

4 September 1997 CR3 replacement fuel booked in October 1997, but 

5 reflected in my prior testimony In accordance with the conditions sot 

6 fonh and approved In Docket 970261 ·EI. 

7 

8 a . What factors contributed to the period-ending jurisdictional under· 

A recovery of $27.2 million as shown on your Exhlbh No. _j__ IJS-1)7 

10 A. The factors contributing to tho underrocovery aro summarized on Shoot 

11 1 of 4. The actual jurisdictional KWH sales were lower than tho original 

12 estimate by 101,550,433 KWH. This decrease in KWH sales, 

13 attributable tn abnormally mild weather, resulted In lower jurisdictional 

14 fuel revenues of $3.9 million. The $1 1.2 million favorable variance in 

15 jurisdictional fuel and purchased power oxponse was primarily 

16 attributable to $8.0 million of CR3 non-recoverable roplacemont rual, 

1 7 and lower oil and gas costs during tho period. 

18 When the differences in jurisdictional revenues and jurisdictional 

19 fuel expenses are combined, tho not result is an ovorrecovory of $7.3 

20 million related to the October 1997 through March 1998 tlme period. 

2 1 Other factors not directly rolat'ld to the period Include a $33.6 million 

2 2 recovery of previously deferred CR3 replacement fuel related to 

23 September 1996 through November 1996 and $.9 million In interest. 

24 This results in the actual ending underrecovery balance of 427.2 million, 

25 as of March 31 , 1998. 

. , . 



1 7 

The replacement fuel costs associated w ith tho CR3 outage wore 

2 excluded from ftJel, as presented on schedule A2 page 3 of 4 line 

3 D12A, and absorbed by FPC or recorded as o regulatory asset In 

4 accordance with the terms and conditions set forth in Docket 970261 · 

6 El. Going forward the replacement fuel costs for CR3 will no Iunger 

6 require exclusion since Florida Power Corporation satisfied the 

1 operational requirements on March 1, 1998 pursuant to the stipulation 

8 approved by the Commission in Docket No. 970261 -EI. Florida Power 

9 under the stipulation is entitled to recover certain replacement fuel costs 

1 o from September 1 996 through November 1996 and related Interest 

11 specified In the stipulation over a 12-month period, which will begin 

12 with the first billing cycle for April, 1998. 

13 

14 a . Please explain the components shown on Exhibit No. _L (JS-11. 

15 Sheet 2 of 4 which producod the $ 1 .8 million favorable system variance 

10 from the projected cost of fuel and not purchased power t ransactions. 

17 A. Sheet 2 of 4 shows an analysis of the system variance for each energy 

18 source in terms of three Interrelated components: 111 changes in tho 

19 amount (MWH'sl of energy required; 121 changes in tho boat rate. or 

20 efficiency, of gonorated enorgy (BTU's per KWH); and 131 changes in 

21 the unit price of either fuel consumed for generation ($ per million BTU) 

22 or energy purchases and sales (cents per KWH). 

23 

24 a. Whet effect did those components have on tho system fuel and not 

25 power variance for the true-up perlod7 

. 5. 



1 8 

A AI 0011 bo lOOn from Shoot 2 o f 4, varlancos In thu amount of MWH 

, roqulromontl from ooch onorgy source (column Bl combined to produce 

11 
oo1t lnorouo of 01 7. 7 million. I will discuss this component of tho 

" 
fj 

0 

I 

II 

II 

10 

II 

1:.' 

':• 
1• 

1b 

10 

1/ 

111 

111 

~0 

J1 

II 

;> :1 

J~ 

1b 

a. 

" 

vnrlonoo lllllllyllt In groator dotall below. 

Tho hOlt roto v11rlanco for oach source of poneratod onorgy 

(column Cl refloated 11 favorable varianco of 01 .0 milhcn. This vananco 

w11 tho dlroot roault of using higher amounts of elficaont luol sourcos 

auch 111 goa to mako up lor tho nuclear unit's unavailabality for dispatch. 

A coli doorOIIIO of $18.3 million resulted from tho price variance 

(Column 01, which Will causod by a number of sources dotallod on llnos 

1 through 10 o f Shoot 2 of 4, of oxhlbhiJS· 1 ). The most significant 

fill tor'll contr ibuting to tho f11vorablo variance woro the lorger than 

OKPOOIIId doorooeo In w lntor heavy oil prices of $9.5 rn lllfon and thl' 

CIOOIOIIIO In Or onorgy costa duo to lowor as available pnclng which I· 

lnfluonood by lowor oil prlcoa. 

Whll wort th ~o. maJor contributors to the • 17.1 mUIIon coat lncreue 

... oolattd with tht vlfltnce In MWH requirements? 

rho ofloot 1110t gonorotlon mix has on total not system fuol end 

flur OIIIIIOd power colt 111 a roault of the Crystal River Unit 3 outage is 

tho r>•lmotV roeaon for tho unfovor11ble vorconr o in MWH requ11omonts. 

Allhou(lh thll lntorrtlatlonahlp Is generally understood to exist. It as not 

ll!lllf lly tPPIIront from tho Individual variances contained in tt-? 

comnll••lon't • A • Schodulos or In the analysis presented on Shoot 2 of 

11 . l'or uxamplo, 11 doorouo in the MWH roqulromonts of nucloar 
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generation show s up on Schedule A3 and on Sheet 2 of my oxhlblt as 

2 a cost decrease of $2.3 million. While this may bo corroc t ln isolation. 

3 tho true offoct of docroosed nuclear generation is obviously a 

4 corresponding Increase in tho MWH requirements of a numbor of other 

5 moro costly energy sources, as can be soon on Shoot 3 of 4 , Columns 

6 C through G. Sheet 3 o f 4 , Column B. also idonuhes tho htghor net 

7 system cost of $37.4 million w hich results from tho chango '" 

8 generation mix, evan If total system MWH requiromonts hod remained 

9 unchanged. 

10 

1 1 a . Please explain tho analyala shown on Sheet 3 of 4 of your Exhibit No. 

12 IJS-11. 

13 A. This analysts quantifies tho roplacoment fuol cost of CR3. computed 

14 using the produc tion cost program PROMOD. Actual data lor load. fuol 

t 5 and purchosod power prices, and uni t availability were used In tnn 

16 calculations. PHOMOD computes the difference in system costs with 

17 and without the nuclear uni t. Crystal River 3 was assumed to oporoto 

18 at originally projected GPIF targets. Tho procedure used to compute 

19 replacement cost Is tho same as has been used '" prevtous replacement 

20 cost determinations before this Commission. 

21 

22 a . Dooa tho true-up period 's ending balance Include any notew orthy 

n adjuatmenta to fuel expense. as shown on Exhibit JS-4, Schedule A2. 

24 page 1 of 4 , footnote to tine 6b7 

• 7 • 
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4 

5 
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A. 

20 

Yes, tho exhibit shows other jurisdictional adjustments to fuel expense. 

Noteworthy adjustments include recovery of tho Company's 

Intercession Ci ty P7-10, Debary P7 and P9, Bartow P2 and P4, and 

Suwannee P1 gas conversion projects previously approved by tho 

Commission. 

7 a . Did FPC's ratepayers benefit from tho Investment In these gas 

8 conversion projects? 

9 A. Yes. For this true-up period, the estimated system fuel savi ngs related 

10 to t he gas conversion projects was $3, 106,128. The total system 

11 depreciation and return was $1,668,770, resulting In a tnet system 

12 benefit to ratepayers of $1 ,437.368. A schedule of depreciation and 

13 return by gas conversion unit relating to the aforementioned system 

14 totals is included in Exhibit No. j_ (JS - 1), Shoot 4 of 4. 

15 

16 a. Has the Company passed any sulfur dioxide emission allowance 

17 transactions through the current or prior periods fuel adjustment clause? 

18 A. Yes. In prior fuel adjustment periods, the Company has passed through 

19 $966,804 in proceeds from tho mandated EPA Sulfur Dioxide Emission 

20 Allowance Auction as a credit to fuel expanse. This amount represents 

21 tho auction proceeds for tho years 1993 through 1997. Additionally. 

22 tho Company has incurred &951,350 o f expense for tho purchase of 

23 10,900 S02 allowances. Under tho provisions of tho Clean Air Ac t 

24 Amendments of 1990. a percentage of FPC's allowances are withhold 

25 oaclh year to populate a pool of allowances which EPA offers for sale 

- 6 . 
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at auction. Anyone can purchase but tho real intent of tho allowance 

2 pool was to ensure that allowances would be available lor new units or 

3 new entrants to the energy market. Once these allowances aro sold, 

4 proceeds are returned to the company which provided the allowances. 

5 In the current true-up period, the Company did not purchase or sell 

6 any EPA Sulfur Dioxide Emission Allowances. In tho future. FPC may 

7 purchase additional allowances depending on market conditions and the 

8 Company's 502 compliance status. 

9 

10 Q. Were there any other unusual costs included in the current true-up 

11 period? 

12 A. Yes. On January 20, 1997, FPC entered into an agreement with Tiger 

13 Bay Limited Partnership to purchase the Tiger Bay cogeneration facility 

14 and terminate the five related purchase power agreements. Tha 

15 purchase agreement approved In Docket No. 970096-EQ was closed on 

16 July 15, 1997, at which time Tiger Bay became one of FPC's 

17 generating facilities. Pursuant with the terms and conditions of the 

18 approved stipulation, FPC will continue to collect revenues from its 

19 ratepayer's as if the five related purchase power agreements were still 

20 in effect. Tho revenues collected would then be used to offset all fuel 

21 expenses relating to the Tiger Bay facility and Interest applicable to tho 

22 unamortized balance of the retail portion of tho Tigor Bay regulatory 

23 asset, with any remaining balance used to amortize tho regulatory 

24 asset. Approximately $76 million of tho purchase price was included 

2 5 In the existing rate base. Th,o remaining amount was set up as a 

. 9 . 
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regulatory asset for both the wholesale and retai' jurisdictions. 

2 according to FPC's jurisdictional separation at that time. 

3 The method approved in the stipulation for amortizing the Tiger 

4 Bay regulatory asset, using PPA revenues minus fuel expense and 

s Interest, results in the retail regulatory asset being fully amortized by 

6 January 2008. For the period ending March 31, 1998, the Tiger Bay 

7 retail regulatory asset balance, as computed in accordance with the 

8 approved stipulation and presented on Exhibit (JS-3). stands at 

9 $344,691 ,567. 

10 

11 CAPACITY COST RECOVERY 

12 a . What Is t he Company's jurisdictional ending balance as of March 3 1, 

13 1998 for capacity cost recovery? 

14 A. The actual ending balance as of March 31 , 1998 for true-UJp purposes 

15 is an ovorrecovery of $1,696.400. 

16 

17 a . How does this amount compare to the Company's estimated ending 

18 balaJnce included In the April 1998 through September 1998 period? 

19 A. When the estimated overrecovery of $4,007. 1 64 to be collected during 

20 tho period of April 1998 through September 1998 is taken Into account 

21 the final true-up attributable to the six month period ended March 1 998 

22 period is an underrecovery of &2,31 1, 764 

23 

24 a. Ia this true-up calculation cornslstent with the true-up methodology used 

25 for the other coat recovery clausos7 

- 10 -
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A. Yes. The calculation of the final net true-up amount follows the 

2 procedures established by this Commission as set forth on FPSC 

3 Schedule A2 "Calculation of True-Up and Interest Provision" fo1 the 

4 Fuel Cost Recovery Clause but adjusted to remove the costs incurred 

5 by FPC related to the change in capacity rates and the buyout 

6 payments to Lake Cogan Limited that amounted to $1 . 1 million. Also 

7 excluded were the costs Incurred by FPC for the buyout payments to 

8 Orlando Cogan, Ltd. In the amount of $6.0 million. based on the 

9 Commission's decision in Oookot No. 961184-EQ to deny approval of 

1 o the buyout. 

11 

12 a . What factors contribut.ed to the actual period-end overrecovery of • 1. 7 

13 million? 

1-1 A. Exhibit No. _2._ (JS-2). sheet 1 of 3. entitled ·capacity Cost Recovery 

15 Clause Summary of Actual True-Up Amount," compares the summary 

16 Items from sheet 2 of 3 to the original forecast for the period. As can 

17 be seen from sheet 1, the actual jurisdictional capacity cost revenues 

18 were In line with forecasted revenues. and net capacity expenses were 

19 $1.7 million lower due to the failure of several cogenerators to meet 

20 their contractual capacity factors. 

21 

22 a. Does this conclude your testimony? 

23 A. Yes, it does. 

• 11 • 



FLORIDA POWER CORPORATION 
DOCKET NO. 980001 -EI 

Levellzed Fuel and Capacity Cost Factors 
October 1998 through December 1998 

DIRECT TESTIMONY OF 

KARL H. WIELAND 

Q . Please state your name and bualnesa add rosa. 

2 4 

2 A My name is Karl H. Wteland My business address is Post Off1ce Box 

3 14042, St. Petersburg, Florida 3.3733. I am employed by Flonda Power 

4 Corporation as Manager or Financial AnalySIS. 

5 

6 Q . Have you prevloualy testtfled 1111 this proceeding? 

1 A Yes, I have 

8 

9 Q . What Ia the purpose of your testimony? 

10 A The purpose of my testtmony 1s to present for Comm1ssion approval the 

11 Company's levehzed fuel and capacity cost factors for the penod of 

12 October 1998 through December 1998 In accordance wtth CommtsSion 

13 Order No PSC-98-0691·FOF-PU, fuel adJustment filings w111 be prepared 

14 on a 12-monlh calendar year basis for submission 1n October 199&. w1th 

15 the approved factors effect1ve 1n January 1999 To bridge the trens1110n 

18 ponod between the expiration of the CUTently awoved factors for the Apnl 

11 -September 1998 period and the effectiveness of the new 12-month factors 

l 
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in January 1999, Florida Power proposes that the Commission approve a 

2 continuation of the current April - September factors through Decemb'ilr 

3 1998. In support or this proposal, my testimony provides a full proje ... tton 

4 of costs for the entire October 1998 - March 1999 penod 1 also project 

s true-up balances for fuel and capacity costs at the end or the three-month 

6 transition period under the proposed continuation or the current factors and 

1 compare them with the December ending balances that would result 1! 

a factors based on the full October - March projections were adopted 

9 

10 Q . Why Ia the Company proposing to continue the currently effective 

11 factors rather than adopting fa'Ctora based on projected cost as Ia 

12 normally the case? 

13 A. The Company is proposing this course of action in order to reduce the 

14 number or rate chan9es that customers expenence. As shown below. 

15 continuing current factors leads to an over-recovery or fuel costs. but a 

16 nearly equal under-recovery of capacity costs. with the total true-up 

11 balance remaining substantially the same. This indicates that the current 

18 factors, in combination, closely match total costs for the three-month 

19 transition period from October through December 1998 

20 

21 Q . What are the projected December-ending true-up balances under 

22 Florida Power's p roposal? 

23 A. As shown in Part E. Sheet 1 of 2, of my exhibit, continuing the ex•stlng 

24 factors will result in e combined true-up over-recovery for fuel and capacity 

25 costs of $4,361 ,7 45 at the end or December 1998. Using factors based on 

- 2-
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full October 1998 - March 1999 proJections would resull 1n a combitiad 

2 December ending over-recovery of $3,023,869. The drfference of 

3 $1 ,337,876 represents only 0.3% of combined fuel and capaclly costs for 

4 the six-month projedion period. The difference IS so small because of the 

5 fact that fuel factors tend to be lower 1n the Winter penod than en the 

6 summer, whereas capacity cost factors act in the oppos1te manner As a 

1 result, while rate components differ from season to season, total costs and 

8 the combined factors remain fairly constant. 

9 

10 :l. Do you have an exhibit t o your teatlmony? 

11 A Yes. I have prepared an exh1bit attached to my prepared tes!lmonr 

12 consisting of Parts A through E and the Commission's minimum filing 

13 reqwements for these prcx.eedings, Schedules E1 through E10 and H1 . 

14 which contain levc.lized fuel cost factors and the supporting data denved 

15 from cost projections for the October 1998- March 1999 penod Parts A 

16 through C conta1n the assumptions which support these proJections, Part 

11 D contains capacity cost recovery factors and supporting data for the same 

18 period. Part E compares projected true-up balances at the end of 

19 December, 1998 under the Company's proposal to continue the current 

20 factors, w1th prOJGcted December endmg true-up balances usmg factors 

21 based on costs for the six-month October- March proJection penod 

-3-
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FUEL COST RECOVERY 

2 Q. Please describe the levellzed fuel cost factors based on cost 

3 projec tions for the full six-month October 1998 through Ma.rch 1999 

4 period. 

s A. Schedule E1 , page 1, of the "E" Schedules section of my exhibit, shows the 

6 calculation of the basic fuel cost factor of 1. 782 ¢/kWh (before line loss 

1 adjustment). The basic factor consists of a fuel cosl for the projection 

a period of 1.76147 ¢/kVI/h (adjusted for jurisdictional losses). a GPIF penalty 

s of 0.00288 ¢/kVI/h, nuclear replacement cost of 0.11028 ¢/kWh, and an 

10 estimated prior period true-up credit of (0.08883) ¢/kVI/h. 

11 Factors for secondary. primary, and transmission metering tariffs as 

12 well as time of use factors are shown on Schedules E1 -D and E1 -E. 

13 

14 Q . How does this factor compare with the factor currently in e ffect ? 

15 A. The fuel factor in effect for the current April • September penod is 2 122 

16 ¢/kWh. This reduction from the current fact.or is normal, s1nce fuel costs are 

17 typically lower during the winter period than they are in the summer 

18 

19 Q. Would you give a brief overview of the procedure used In developing 

20 the projected fuel cost data from which the October 1988 through 

21 March 1999 fuel cost recovery factor was calculated? 

22 A. Yes. The methodology employed to produce the forecast for the projection 

23 period is the same methodology used in all of the Company's previous 

24 filings. The process begins with the fuel price forecast and the system 

25 sales forecast. These forecasts are input into PROMOD. along w1th 

. 4. 
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A. 

Q. 
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purchased power information, generating unit operating charactenstics, 

maintenance schedules, and other pertinenl data. PROMOD then 

computes system fuel consumption. replacement fuel costs. and energy 

purchases and costs. This data is input into a fuel inventory model, which 

calculates average inventory fuel costs. This information is the basis for 

the calculation of the Company's levelized fuel cost factors and supporting 

schedules. 

What Is the estimated true-up balance at the end of December 1998 If 

the reduced fuel factor based on the October· March projections were 

to be Implemented? 

As shown on my Exhibit E, the projected balance is an over-recovery of 

$3,675,827. This balance was calculated using an actual May, 1998 

under-recovery balance of $18,850,757, and projecting it to the end of 

December 1998, including interest estimated at the May ending rate of 

0.460% per month. The development of the estimated true-up amount for 

the current April through September 1998 period is shown on Schedule 

E1 B. Sheet 1, and the projection for October through December 1998 is on 

Sheet 1a. 

What Is the projected December ending true-up balance If the current 

fuel factor of 2.122 ¢/kWh Is used during the October • December 

transition period? 

. 5. 
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A. Continuation of the higher current factor produced additional fuel revenues 

2 of $1 7,870,419. When interest is added, the true-up balance at the end of 

3 December is projected to be an over-recovery of $21 ,674,632. 

4 

5 CAPACITY COST RECOVERY 

6 a. How was the Capacity Cost Recovery factor for the October 1998 • 

7 March 1999 period developed? 

8 A. The calculation of the capacity cost recovery factor is based on projected 

9 costs for the October 1998 through March 1999 period and was developed 

10 in the same manner as in previous six-month projections. The ~!culation 

1 1 of the factor is shown in Part D of my exhibit. The capacity cost recovery 

12 factor for residential customers increases from the current 1.004 ¢/kWh to 

13 1.275 ¢/kWh. This increase is normal for the winter period because there 

14 is an annual increase In capacity payments. Furthermore, kWh sales are 

15 lower during that period, which increases the factor even If lotal costs 

16 remain the same. 

17 

18 a. What Is the eatJmated true-up balance for the end of December 1998 

19 If the Increased capacity cost factors based on the October - March 

20 projections were to be Implemented? 

21 A. As shown on Part E of my exhibit, the projected balance is an under-

22 reco11ery of $(651,958). 

. 6. 
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a. What Ia the Htlmated Oecember~ndlng true-up balance If the curront 

2 capacity coat facto,.. are uaed during the October - December 

3 transition period? 

4 A. The current factors reduce capaCity revenues by $16.527.834 When 

5 Interest Is added, the true-up balance at the end of December •s proJected 

& to be an under-recovery of $(17,312.887) 

7 

II a. Doea thla conclude your testimony? 

9 A Yes. 

- 7 . 
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F LOR.IOA P OWER CORPORATION 

Docket No. 980001-EI 

Re: GPIF Reward/Penalty Amount for 
October 1997 through March 1998 

DIRECT TESTIMONY OF 
DARIO B. ZULOAGA 

Pleas a state your name and business address. 

3 1 

My name is Dario B. Zuloaga My business address is P 0 . Box 14042. St 

Petersburg. Ftonda 33733. 

By whom are you employed and in what capacity? 

I am employed b~ Florida Power Corporation as a Principal Engu1eer 111 

Energy Supply. Performance Services. 

What are your responsibilities as Principal Engineer? 

As a Principal Engineer, I am responsible for ".Ompiling and reporting 

various operational statistics regarding the Company's generating system 

In pan ular, my duties include the preparation of the 1nformat1on and 

material required by the Commission's GPIF mechanism 

What Is the purpose of your testimony? 

The purpose or mv testimony Is to descr1be tho calculation ot the Company's 

Generation Performance Incentive Factor (GPIF) reward/penalty amount for 

the period of October 1997through March 1998 This was developed by 
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comparing the actual performance of the Company's se\ oll GPIF generallng 

units to the approved targets set for these units prior to the period 

Do you have an exhibit to your testimony In this p roceedlmg? 

Yes, under my direction an exhibit (DBZ-1) has been prepared consisltng 

of the '1umbered sheets which are attached to my prepared test1mony The 

exhibit contains the schedules required by the GPIF Implementation 

Manual, which support the development of the Incentive amount I have 

also· Included other data forms to supplement the required schedules. 

What GPIF Incentive amount have you calculated for this period? 

I have calculated the CompAny's GPIF incentive amount to be a penally of 

$436,639. This amount was developed in a manner consistent with the 

GPif Implementation Manual. Sheet 1 of my exhibit shows the calculation 

15 of system GPIF points and the corresponding reward. The summary of 

16 weighted incentive points earned by each md1v1dual unit can be found on 

11 Sheet3. 

18 

19 a. How were the Incentive points for equivalent availability and heat rate 

20 calculated for the Ind ividual GPIF units? 

21 A. The calculation of Incentive points is made by comparing the adjusted 

22 actual performance data for equivalent availability and heat rate to the 

23 target performance Indicators for each unit. This comparason •s shown on 

- 2 -
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1 the Generating Perfonnance Incentive Points Table found on Sheets 8 

2 through 14 of my exhibit. 

3 In performing this calculation, an adjustment was made to correct an 

4 error that was discovered in the equivalent availability and heat rate targets 

s for Crystal River 3 (CR3). When our GPIF targets were filed last July. CR3 

6 was projected to return to service from ils extended outao11 on January 1. 

7 1998 and operate for the last three months of the October 1997 · March 

a 1998 period with an equivalent availability of 91.37%. By mistake. however. 

9 this three-month availability figure was entered as CR3's eqUivalent 

10 availability for the entire six-montih period, rather than the correct figure of 

11 45.77%. The error In CR3's heat rate target resulted from the erroneous 

12 entry of 20,1 15,295 MMBtu for the October 1997 • March 1998 projection 

13 period, instead of 15,989,348 MMBtu, the correct figure for three months of 

14 operations. Correcting this error produces a heat rate target for CR3 of 

15 10,267 Btu/kWh, rather than the erroneous target of 12,917 Btu/KWh 

16 

11 a. Why Is It necessary to make adjustment.s to the actual performance 

18 data for comparison with the targets? 

19 A. 

20 

21 

22 

Adjustments to the actual equivalent availability and heat rate data are 

necessary to allow their comparison with the "target" Point Tables exactly 

as approved by the Commission pr1or to the penod These adjustments are 

described in the Implementation Manual and are further explained by a Staff 

23 memorandum, dated October 23, 1961. directed to the GPIF ullhtles The 

24 adjustments to actual equivalent availabili ty concern primarily the 

. 3 . 
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differences between target and actual planned outage hours, and are 

2 shown on Sheet 6 of my exhibit. The heat rate adjustments concern the 

3 drfferences between the target and actual Net Oulput Factor (NOF). and are 

4 shown on Sheet 7 The methodology for both the equivalent ava1lab1hty and 

s heat rate adjustments are explained in the Sto.~ff memorandum 

6 

7 a. Have you provided the as-worked plan ned outage schedules for the 

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

9 equivalent availability? 

10 A Yes. Sheet 22 of my exhibit summarizes every planned outage expenenced 

11 by the Company's GPIF units during the penod. Sheets 23 through 28 

12 present an as-worl<ed critical path chart for eaCh individual planned outage 

13 

14 a. Doos this conclude your testimony? 

IS A Yes. 

. 4 . 
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FLORIDA POWER CORPORATION 

DOCKET No. 98000 1-EI 

GPIF Targets and Ranges for 
October 1998 through December 1998 

and for 
October 1998 through March 1999 

DIRECT TESTIMONY OF 

DARIO B. ZULOAGA 

Q . Plea so a tate your name and business address. 

3 5 

2 A My name is Darlo B. Zuloaga. My business address is Post Office Box 

3 14042, St. Petersburg, Florida 33733. 

4 

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

6 A I am employed by Florida Power Corporation as a Pnnc1pal Engmeer •n 

7 ~ Energy Supply, Performance Services 

a 

9 Q. Have the duties and roaponaibilltiea of your position with the 

10 Company remained tho same ainco you last toatlfled in thia 

II proceeding? 

12 A Yes, they have 

13 

14 Q. What Ia the purpose of your testimony? 

15 A The purpose of my testimony Is to present I he development of the 

16 Company's Generating Performance Incentive Factor (GPIF) targets and 
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ranges for the period of October through December 1998. In accordance 

2 with Commission Order No. PSC-98-0691-FOF-PU, fuel adjustment filings, 

3 including the GPIF, will be prepared on a 12-month calendar year basis 

c beginning in January 1999. While the order did not specify how the 

5 transition to a calendar year GPIF was to be made, my testimony offers a 

6 transition alternative that could implemented at the August hearings if the 

1 Commission desires to consider the GPIF transition issue at that time. My 

8 testimony also includes the •traditional" GPIF targets and ranges for the full 

9 six-month October 1998- March 1999 period, from which the transition 

10 targets and ranges lor the October . December period were developed 

11 

12 Q . Do you have an exhib it to your t estimony? 

13 A. Yes. I will spor.sor the exhibit attached to my prepared testimony wh1ch 

14 consists of the GPIF standard form schedules prescribed in the 

15 Implementation Manual and supporting data, mcludlng unplanned outage 

16 rates, net operating heat rates, and! computer analyses and graphs for each 

11 of the individual GPIF units for the full October 1998 · March 1999 penoo 

18 In addition, my exhibit includes a more abbreviated set of transition 

19 schedules for the three-month October • December 1998 period 

20 corresponding with each of the six-month schedules that reflect differences 

21 in the resulting GPIF targets, ranges and incentive points !or the two 

22 periods. 

. 2. 
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Irana!Uon Jargeta and Rangot for Oc tober • oecember 1998 

How did you develop your proposed transition targets and ranges for 

the October · December 1998 period? 

The transition targets and ranges were developed from the same h1stoncat 

equivalent availability and heat rate data used 1n develop1ng the targets 

and ranges for the full October 1998 • March 1999 penod descnbed later 

in my testimony The only differences between the two are (a) the effect of 

planned outages during the six-month penod that fall d1sproport1onately 1n 

or out of the ttve&-month transition period. and (b) the development of the 

weighting factors used to determine the GPIF 1ncent1ve po1nts for the 

transition period, which are based on fuel sav1ngs denved from a separate 

series of PROMOD Simulations for only the three-month penod. 

Old you con alder any other alternatives f or tho transition of the GPJF 

to a 'calendar year baala? 

Generally speaking, there appear to ba three alternatives for dealing w1th 

the October· December 1998 transition period (1) Suspend1ng the GPIF 

for the October - December 1998 penod, (2) establiShing three-month 

targets and ranges for the October· December 1998 penod. as descr1bed 

1n my testimony above. and (3) establishing 15-month targets and ranges 

for the October 1998 • Decembe• 1999 period. 

Clearty, the first alternative has simplicity 1n its favor ancJ needs no 

spec1olly craf1ad transition filing by a ut1llty for 11 to be considered and 

Implemented by the Comm1sslon The third alternative. on the other hand. 

. 3. 
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15 
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17 
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111 Q. 
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38 

Is thO most complicated of the three We did not at1empt to develop the 15· 

month alternative for this filing because or the hm1ted t1me available and 

because, 11 th1s trans1t1on altemahve were to be selected by the 

Commlulon, It would be more appropnately f1led for the November 

hoaringa so that the 15-month prOjections could be developed 1n closer 

proximity to the prOJection penod We elected to mclude the three-month 

tranalt lon olternattve m th1s filing because or Its relative s1mphc1ty and 

becauao the October • December 1998 penod 1s suffie~ently close to the 

Auguat hearings to give the Comm1ss1on the option of e1ther constdenng 

this altomatlve at that time 11 It so desired, or defernng the trans111on tssue 

to tho Novomber hearings 

Tarooto and Bongos for October 1998 · March 1999 

Which of tho Company's goneratlng unlta have you Included In tho 

GPIF program for the upcoming projection period? 

We have Included the satne units as were Included for the current penod. 

Crystal Rtver Units 1 through 5 and Anclote Untts 1 and 2 

Have you determined the e-quivalent availability t&rgeta and 

lmprovemantldegradatJon ranges for the Company's GPIF units? 

21 A Yes, 1 havo Thla information 1s tncluded '" the Tarc:.t and Range 

22 Summary on pogo 3 of the portton of my exhtbit for the October • March 

23 period 

. " . 
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16 

17 

18 
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20 
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22 

23 

39 

How were the equivalent availability targets developed? 

Tile equivalent availability targets were developed using the methodology 

established for the Company's GPIF un1ts. as set forth m Section 4 of the 

Implementation Manual. This method describes the formulation of graphs 

based on each unit's historic performance data for the four individual 

unplanned outage rates (I.e. forced, partial forced, maintenance end parMI 

maintenance outage rates), which in combination conslitute the unit's 

equivalent unplanned outage rate (EUOR). From operaliunal data and 

these graphs, the individual target rates are determined by 1nspecting two 

years of twelve-month roll1ng averages and the scatter of monthly data 

points during the two-year period. The unit's four targ.ol rate:s are then 

used to calculate its unplanned outage hours for the project1on penod. 

When the unit's projected planned outage hours are taken into account. the 

hours calculated from these Individual unplanned outage UlW can then be 

converted Into an overall equivalent unplanned outage 1ak1.Qr (EUOF). 

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

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

factor (EAF) will always equal100".(.. For example. an EUOF of 15% and 

a POF of 10% results In an EAF of 75%. 

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

are contained in the section of my exh1blt entJtled "Unplanned ( >utage Rate 

Tables and Graphs". 

. 5. 
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A. 

Q. 
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4 0 

What Ia the target equivalent availability factor for Crystal River 3? 

The lEAF target for Crystal River 3 is 90.71%. Since no planned outages 

are scheduled fOt' the upcoming wmter period, the unit's E JOR and EuOF 

targets are both 9.29%. 

The availability targets for the current period were developed after 

removing from the historical data base, all forced outage hours assOCiated 

with the voluntary shutdown of the unit to address several des1gn 1ssues 

ralt~ted to backup safety systems, including the emergency d1esel 

generator. 

Please describe the method utlllzed in the development of the 

lmprovomontldogradatlon ranges for each GPIF unlt'a availability 

targets. 

In general. the methodology described in the Implementation manuel was 

used Ranges were first established fOt' each or the four unplanned outage 

rates associated with each unit From an analysis of the unplanned outage 

graphs, IX'Iits with small historical variations in outage rates were ass1gned 

narrow ranges and 1X11ts with large variations were assigned Wider ranges 

lllese individual ranges, expressed in terms or rates, were then converted 

into a s1ngle unit availability range, express6d 1n tenns of a factor , us1ng the 

same procedure descnbed above fOt' converting the ava1lab1hty targets from 

rates to factors 

. 6 . 
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Have you determined the net operating heat rate targ ets and ranges 

f o r the Company's GPIF unlta? 

Yes, I have. This information is also included in the Target and Range 

Summary on Page 3 of my exhibit for the October- March period. 

How were these heat rate targets and ranges developed? 

The development of the heat rate targets and ranges for the upcoming 

period utilized historical data from the past three comparable GPIF periods. 

as described in the Implementation Manual. A "least squares" computer 

program was used to curve-fit the heat rate data wilhin ranges havmg a 

90% confidence level of including all data The computer analyses and 

data plots used to develop the heat rate targets and ranges for each of the 

GPlF units are contained In the section of my exhibit enlitled "Average Net 

Operating Heat Rate Curves". 

How were the GPIF Incentive polnta developed fo r the unit availability 

and h eat rate ranges? 

GPIF incentive points for availability and heat rate were developed by 

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

the maximum and minimum values in case of availability. and from the 

neutral band to the maximum and min1mum values 1n the case of heat rate. 

The fuel savings (loss) dollars were evenly spread over the range In the 

same manner as described fOI" the incentive points. The maximum savmgs 

. 7. 
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(loss) dollars are the same as those used in the calculation of we1ghting 

factors. 

How were the GPIF weighting f actors detennlnod? 

To detennine the weighting factors for availability, a series of PROMOD 

simulations were made in which each unirs maximum equ1valent ava1lab1hty 

was substituted for the target value to obtain a new system fuel cost The 

differences in fuel costs between these cases and the target case 

detennines the contribution of each unirs availability to fuel savmgs The 

heat rate contribution of each unit to fuel sav1ngs was detenn1ned by 

multiplying the BTU savings between the minimum and target heat rates (at 

constant generation) by the average cost per BTU for that unit Weighting 

factors were then calculated by dividing each individual unit's fuel savmgs 

by total system fuel savings. 

What was the basis for determining the estimated maximum incentive 

amount? 

The detenn1nation of the maximum reward or penalty was based upon 

monthly common equity projedlons obta1ned from a deta1led finantlal 

s1mulation performed by the Company's Corporate Model 

Does this conclude your testimony? 

Yes. 
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s a. 
6 A. 

GULF POWER COMPANY 

Before the Florida Public Service Commtsslon 

Prepared Direct Testimony and Exhibit of 

Michael F. Oaks 

Docket No. 980001-EI 

Date of Filing: May 20, 1998 

Please state your name and business address. 

My name is Mlchael F. Oaks and my business address Is One Energy 

7 Place, Pensacola, Florida 32520.0328. 

8 

9 a. What Is your occupatlon? 

10 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? 

4 3 

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 Chemisl Since then, I have held various positions with the 

11 Company, including Water Chemistry Specialist. Water Quality Specialist. 

IS Environmental Affairs Specialist, Environmental Audit Administrator, and 

19 Compliance Administrator. I was promoted to my present poslflon In May 

20 1996. 

21 

22 a. What 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 

2s ensure the generating plants are provided a high quality fuel supply at the 



2 

3 0 . 

4 A. 

6 o. 
1 A. 

lowest practical cost. 

Mr. Oaks, have you previously testified before this Commission? 

Yes. I have presented testimony to this Commission. 

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

4 4 

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

8 expenses and to cert.lfy that these- expenses were properly Incurred during 

9 the pe-riod October 1997 through March 1998. Also, It is my Intent to be 

10 available to answer eny questions that may arise among the parties to this 

11 docket concerning Gulf Power Company's fuel expe-nses. 

12 

13 o. Have you prepa·ed an exhibit that contains Information to which 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 Oaks' exhibit conslstlng of one schedule be 

18 marked as Exhibit No. _ _ .....JJCX ___ (MF0-1). 

19 

20 0 . During the pe-riod October 1, 1997, through March 31, 1998, how did Gulfs 

21 recoverable fuel expe-nses compare with the budget or projected expenses? 

22 A. Gulfs reco'.'erable fuel expe-nse was $91 ,912.1 27 as compared with the 

23 projected amount of $90,767,914. or over our estimate by 1.26%. Gulfs 

24 total net system generation was 4 ,929,095 MWH compared to the 

2s projected generation of 4,845,120 MWH or 1. 73% more than predicte-d. 

Occket No. 980001-EI Pago2 WMON Mlc:haol F Oaka 
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The resulting total fuel cost per KWH generated was 1.8647¢/KWH or 

2 0.46% under the projected amount of 1.8734¢/KWH. 

3 

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

s ending March 31, 1998? 

6 A. 

7 

Gulf purchased 972,355.89 tons or 42% of Its supply from the spot coal 

market. My Schedule 1 of Exhibit No. $ (MF0-1) consists of a list 

s of contract and spot coal suppliers for the period ending March 31, 1998. 

9 

w a. How did the total projected cost of coal purchased compare with the 

11 actual cost? 

12 A. Gulf purchased more coal during the periOd than projected. Conse-

13 quenUy, the total cost of coal purchased was higher than projected. 

'" These additional purchases allowed the Company to Increase Inventory 

IS which was unusually low at the beginning of the period. The actual cost of 

16 coal burned for the period was on'ly 1.2% higher than expected. 

17 

1s a. Were there any other significant developments In Gulrs fuel procurement 

19 program during the period? 

20 A. Yes, for the first time, Gulf engaged In a natural gas storage strategy to 

21 ensure a reliable supply at a reasonable cost during the winter months. 

22 Typically, natural gas prices rise during the winter In response to demand, 

23 and can also be subject to restricted availability during periods of peak 

24 demand. Gas storage protects customers from this price risk, and 

2s assures availability. Although cost savings from our storage plan did not 

Page3 Wltness Michael F Oaks 
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materialize due to unusually mild weather conditions this past winter. Gulf 

2 successfully ensured a firm supply of stored gas, thereby increasing 

J reliability. 

5 Q. Should Gulfs fuel purchases for ltle period be accepted as reasonable 

6 and prudent? 

7 A. Yes. Gulfs coal purchases were either from long term contracts or the 

s competitive spot maritet. Coal vendors are selected by procedures 

9 designed to assure a deliverable quantity of acceptable Quality coal for a 

ro specifiC term at the lowest available delivered cost. Gulf has administered 

11 the provisions of !hese contracts and purchase orders appropriately. 

12 Natural gas was purchased from the spot marital on an as-needed basis 

13 or purchased and placed Into stor;age to ensure a reliable supply. All of 

14 Gulfs oil purchases were from oil vendors selected by open bids to 

rs ensure the most economical price of oil. 

16 

11 a. 
18 A. 

19 

20 

1 1 

22 

23 

24 

2S 

Mr. Oaks. does this conclude your testimony? 

Yes. 

Docker No. 98000 1-EI Page4 Wdneas: Michael F. Oaks 
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3 

5 Q. 

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: June 19, 1998 

Please state your name and·buslness address. 

My name Is Michael F. Oaks and my business address Is One Energy 

4 7 

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 

13 a. Mr. Oaks, will you ;:>lease describe your education and experience? 

14 A. I graduated from Belhaven College In Jackson, Mississippi, in 1977 with a 

15 Bachelor of Sclence Degree In Chemistry. I joined Gulf Power Company 

I (• in 1977 as a Chemist. Since then, I have held various positions with the 

11 Company, Including Water Chemistry Specialist, Water Quality Specialist. 

18 Environmental Affairs Specialist, Environmental Audit Administrator, and 

19 Compliance Administrator. I was promoted to my present position in May 

20 1996. 

21 

22 a. What are your duties as Fuel Sup:ply Supervisor? 

23 A. I supervise and administer the Company's fuel procurement, 

2-1 transportation, budgeting. contract administration. and quality control to 

2s ensure the generating plants are provided an adequate low cost fuel 



supply with minimal operational problems. 

3 a. Are you the same Michael F. Oaks who has previously submitted 

4 testimony In this proceeding. 

s A. Yes. 

6 

1 a. 
8 A 

Mr. Oaks, what Is the purpose of your testimony in this docket? 

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

9 projection of fuel expenses for the period October 1, 1998 to 

4 8 

10 December 31. 1998 and to be available to answer any questions that may 

11 occur concerning the Company's fuel procurement procedures. 

12 

n a. Have you prepared an exhibit that contains Information to which you will 

14 refer in your testimony? 

IS A 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 

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

18 short-term projections of fuel expenses. 

19 

20 Counsel: We ask that Mr. Oaks' exhibit consisting of one schedule be 

21 marked as Exhibit No. __ q...___ (MF0-2}. 

22 

23 a. Has Gulf Power Company made any changes to Its methods In this period 

24 for projecting fuel cost? 

2S A No. 

Dockol No. 980001-EI Page2 Wllnou. Mk;hael F Oak• 
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a. Will there be any major changes in Gulrs fuel purchasing program during 

this period? 

3 A. 

4 

s a. 
6 

1 A. 

No. 

How much spot mari(et coal does Gulf Power project it will purchase 

during the October 19r'81hrough December 1998 period. 

We are projecting the purchase of approximately 281 ,576 tons on the spot 

8 mar1<et. This represents approximately 24% of our projected purchase 

9 requirements. 

10 

" a. 
12 A. 

13 

14 

I ~ 

16 

17 

18 

19 

~0 

21 

22 

2) 

24 

Mr. Oaks, does this conclude your testimony? 

Yes. 

Oockel No. 960001·EI Page3 Witness: Michael F. Oaks 
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GULF POWER COMPANY 

2 Before the Florida Public Service Commission 
Direct Testimony of 

3 M. w. Howell 
Docket No. 960001 - EI 

Date of Filing: May 20. 1996 

5 

6 Q. Please state your name. business address and occupatior.. 

7 A. MY name is M. w. Howell, and my business address is One 

8 En·erqy Place. Pensacola. Florida 32520. I am 

9 Transmission and System Control Manager for Gulf Power 

10 Company . 

II 

12 Q. Have you previously testified before this Commission? 

13 A. Yes. I have testified in var ious rate case. 

1~ cogeneration. territorial dispute. planning hearing. 

15 fuel clause adjustment, and purchased power capacity 

16 cost recovery dockets. 

17 

18 Q. Please summarize your educational and professional 

19 background. 

20 A. I .graduated from the University of Florida 1n 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 I!IS a Distribution Engineer. I have 

2S since served as Relay Engineer, Manager of Transmission, 
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Manager o f System Planning. Manager of Fuel and Syscem 

2 Planning, and Transmission and System Control Manager. 

3 My experience with the Company has included all areas of 

4 distribution operation. maintenance. and construc~ion; 

5 transmission operat ion, maintenance, and construction; 

6 relaying and protection of the generation. transmission. 

1 and distribucion sys t ems: planning the generation. 

8 transmission, and distribution systems; bulk power 

9 in'terchange administration; overall manugement of fuel 

10 planning and procurement: and operation of ~he systen. 

11 dispatch center. 

12 I am a member o f the Engineering Commj ttees and 

,J the Operating Committees of the Southeastern Electric 

14 Reliability Council and the Florida Reliability 

IS Coordinating Council, and have served as chai rman of the 

16 Generation Subcommittee of the Edison Electric Instltute 

11 System Planning Committee. l have served as chairman or 

IR member of many technical committees and task forces 

19 wichin the Southern eleccric system, t he Florida 

20 Electr ic Power Coordinating Gr oup. and the No r th 

11 American Electric Reliability Counc1l . These have dealt 

22 with a variety of technical issues including bulk pvwer 

23 security, system operations. bulk power concracts, 

24 generation expansion, transmission expansion, 

lS transmission interconnection requirements, central 

Docket No. 980001-EI 2 Witness : M. w. Howell 
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dispatch, transmissi on system operation, Lransient 

2 stability, underfrequency operation, generator 

3 underfrequency protection. and system production 

4 costing. 

s 

6 Q. What is the purpose of y our testimony in this 

7 proceeding? 

8 A. I will summarize Gulf Power Company·s purchased power 

9 recoverable costs for energy purchases and sales that 

10 were incurred during the October l, 1997 through March 

11 31, 1998 recovery period. I will then compare these 

12 actual costs to their projected levels for the period 

13 and discuss the primary reasons for the differences. 

14 I will also summarize the actual capacity expenses 

IS and revenues that were incurred during the October 1, 

16 1996 through September 30. 1997 recovery period, compare 

17 these figures to thei r projected levels, and discuss the 

18 reasons for the differences. 

19 

20 Q. During the period October 1, 1997 through March 31, 

21 1998, what was Gulf's actual purchased power recoverable 

22 cost for energy purchases and how did it compare with 

n the projected amount ? 

24 A. Gul f" s actual total purchased power recoverable cost for 

u energy purchases, as shown on line 12 of Schedule A- 1, 

Docket No. 980001-EI 3 Witness: M. W. Howel l 
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was $9, 427,206 for 600,652,515 KWH as compared to the 

2 projected amount of $6, 609,297 for 44 2,280.000 KWH. The 

3 actual cost per KWH purchased was 1.5695 ¢/KWH as 

4 co·mpared to the pro j ected 1. 4944 C/KWH, or 5% above the 

5 proj ection. Although the actual unit price was higher 

6 thAn projected, it was lower than Gulf's 1.8647 ¢/KWH 

7 generation cost . Therefore , Gulf purchased 36% more KWH 

H than projected . 

9 

10 Q. What were the events that influenced Gulf· s purchase of 

11 ener-y? 

12 A. our;ng October, November , and December of the recovery 

13 period, Gulf's higher than projected t erritorial a nd 

14 off-system loads required it to purchase more economy 

15 power through the Southern electric system power pool at 

16 a higher w.it price than was forecasted in or·der to meet: 

17 its load obligations. However. Gulf was able to 

18 purchase t his energy at a unit price lower than its 

19 generation cost to meet it:s territorial needs due to 

20 lower cost pool energy from higher than budgeted system 

21 nuclear and hydro generation. 

22 

V Q. During the period October 1. 1997 through Mar ch 31, 

24 1998, what was Gulf ' s actual purchased power fuel cost 

~ f o r energy sales and how did it compare with the 

Docket No . 980001-EI 4 Witness: M. W. Howell 
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projected amount? 

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

3 sales, as shown on line 18 of Schedule A-1, was 

4 $17,583 , 382 for 1.081.188,734 KWH as compared to the 

5 projected amount of $13,588,600 for 839,460,000 KWH. 

6 This resulted in a variance above budget of $3.994,782, 

7 or 29%. The actual fuel cost per KWH sold was 1.6263 

8 ¢/KWH as compared to 1.6187 ¢ / KWH, or less than 1% above 

9 the projection. 

10 

11 Q. What were the events that influenced Gulf's sale of 

12 energy? 

13 A. Gulf's energy sales were over the projection due tc the 

14 Southern elec tric system• s higher territorial and off -

IS s y.stem load requirements. Because of this higher 

1~ demand, Gulf was able to sell more of its higher cost 

17 energy to other pool members in order for them to meet 

18 their load. 

19 

20 Q. How are Gulf • s net purchased power t uel costs affected 

21 by Southern electric system energy sales? 

22 A. As a member of the Southern electric system power pool, 

23 Gulf Power participates in these sales. Gulf's 

24 generating units are economically dispatched to meet the 

25 needs of its territorial customers, the system. and 

Docket No. 980001-EI 5 Wi tness: M. w. Howell 
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off-system customers. 

2 Therefore, Southern system energy sales provide a 

3 mcrket for Gulf ' s surplus energy and generally improve 

4 unit load factors. The cost of fuel used to mcke these 

S sales is credited against, and therefore reduces, 

6 Gulf's fuel and purchased power costs. Overall, Gul f' s 

7 Total Fuel and Net Power Transactions for the recovery 

8 period, as shown on line 20 of Schedule A-1. were 

9 slightly below budget. 

10 

. 1 Q. During the period October l. 1996 through September 30, 

12 1997, how did Gulf's actual net purchased power capacity 

13 transactions compare with the net projected 

14 transact ions? 

IS A. My direct testimony during t he August 1996 hearings in 

16 Docket No. 960001-EI stated that Gulf's net projected 

17 purchased power capacity cost for the October 1. 1996 

18 through Septe~her 30, 1997 recovery period was 

19 $11,481,953. However. as I discussed in my testimony, 

20 this projected capacity cost did not include t he 

21 posi tive effects of the revision to Southern Compan ies• 

22 Intercompany Interchange Contract (IIC) due to Amendment 

23 No. 6. 

24 On November 22, 199b, Gulf Power Cvmpany filed a 

2S petition for a mid-course correction Lo the original 

Docket No. 980001-EI 6 Witness: M. w. Howell 
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capacity cost recovery factors for the recovery period 

2 in order to reflect Gulf's substantial proj ected 

3 capacity cost savings produced by the implementation of 

4 IIC Amendment No. 6. The mid-course correction resulted 

s in revised projected capacity costs for the October 1. 

6 1996 through September 30, 1997 recovery period of 

7 $6,129,818. The new mid-course factors became effective 

8 beginning January 1997. 

9 The actual net capacity cost for the October 1, 

10 1996 through September 30, 1997 recovery period was 

11 $4 . 899,142 . This represents a further decrease in cost 

12 of $1,230,676, or 20' less than the revised projection. 

13 

14 Q. Please explain the reasons for this capacity cost 

IS difference. 

16 A. The $1,230,676 capacity cost decrease is attributable to 

17 lower than expected IIC transaction costs in the months 

18 o f January through September 1997, and is due to a 

19 slight decrease in actual owned capacity on the Alabama 

20 and Georgia Power systems. Under the capacity reserve 

21 equalization mechanism of the IIC. this lower owned 

22 capacity caused these companies to pick up a greater 

23 proportion of higher system reserves that resulted from 

~ lowor system loaqs. During this time, Gulf's owned 

25 capacity was near projected levels and Gulf's IIC cost 

Docket No. 980001-EI 7 Witness: M. w. Howell 



57 

wa c lower than projected. In summary. the lower 

2 reserves of ot her system operating companies due to 

l lawer owned capacity caused Gulf t o have substantially 

4 lower capacity costs during the r ecovery period . 

5 

6 Q. Did Gulf Power Company participate in any other capac!Ly 

1 tr.ansactions that impacted its recoverable capac! ty 

8 costs during che October 1, 1996 throuqh Sept.ember 30, 

9 1997 recovery period? 

10 A. Yes. The forecast of capacity costs for ~ he recovery 

11 period only i ncluded transactions under Gulf's long- term 

12 capacity agreements. However, Gul f also participated in 

13 se'Veral shor t-term capacity purchases and sales from 

14 June through September 1997. These short-term capacity 

IS transactions were included in the actual IIC capacity 

16 equalization calculations, but they were not a factor in 

17 che overal l capacity cost decrease for the recovery 

18 period. 

19 

20 Q. Does this conclude your testimony? 

21 A. Yes. 

22 

23 

24 

25 

Docket No. 980001-EI 8 Witness: M. W. Howell 



GULF POWER COMPt\NY 

2 Before ~he Florida Public Service Commission 
Direct Testimony of 

3 M. W. Howell 
Docket No. 980001-EI 

Date of Fili.ng: June 22, 1998 

s 

6 Q. Please state your name. business address and occupation. 

1 A. My name i s M. w. Howell, and my business address is One 

8 Energy Place, Pensacola, Flori da 32520. I am 

9 Transmission and System Control Manager !or Gulf Power 

10 Company. 

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. 

17 

18 Q. PleaBe summarize your educational and professional 

19 background. 

20 A. I graduated from the University of Florida in 1966 with 

21 a Bachelor of Science Degree in Electrica l Engineering. 

22 I received my Masters Degree in Electrical Engineering 

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

24 Gulf Power Company as a Distribut ion Engineer. I have 

~ since served as Relay Engineer, Manager of Transmission, 
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Manager of System Planning, Manager of Fuel and System 

1 Planni ng, and Transmission and System Cor.trol Manager. 

3 ~ly experience with the Company has included all areas of 

4 distribution operation, maintenance, and construction; 

s transmission operation , maintenance, and con s tructio n; 

6 relaying and p rotection of the generation, transmission , 

7 and distribution s ystems; planning the generation, 

8 transmission, and distribution s ys tems; bulk power 

9 interchange administration; overall management of fuel 

10 planning and procurement; and operation o f the system 

11 dispatch center. 

12 I am a member o f t h e Engineering Committees and 

13 the Operating Committees of the Southeastern Electric 

14 Reliability Council and the Florida Reliability 

I S Coordinating Council, and have served as chairman of the 

16 Generation Subcommittee of the Edison Electric Institute 

17 System Planning Committee. 1 have served as chairman or 

18 member of many technical committees and task fo r c e s 

19 within the Southern electric system, the Florida 

20 Electric Power Coordinating Gr oup, and the North 

21 American Electric Reliability Council . These have dealt 

n with a variety of technical issues including bulk power 

~ secur ity , system operati ons . bulk power contracts, 

24 generation expans ion, transmission expansion. 

ll transmission interconnection requirements, central 

Docket No. 980001-EI 2 Witness: 1~ . W. Howell 
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dispatch, transmission system operation, transient 

2 stability, underfrequency operation, generator 

J underfrequency p rotection, and system production 

4 costing. 

~ 

6 Q. What is the purpose of your testimony in this 

7 proceeding? 

8 A. The purpose of my testimony is to support Gulf Power 

9 Company's p rojection of purchased power recoverable 

10 costs for energy purchases and sales for the period 

I' October, 1998 - December, 1998 . Also, a s pare o( t he 

12 estimated true-up for the current recovery period 

13 (October 1997 - September 19981, I will support Gulf 

14 Power Company's updated projection of purchased power 

IS capacity c~3ts for the months June 1998 through 

16 September 1998. Finally, I will support the Company's 

17 projection of purchased power capacity COS[S for the 

18 October, 1998 - December, 1998 recovery ~,.o'" :iod. The 

19 projection data I support is used by Gulf's wi tness 

20 Susan Cranmer to calculate the e stima ted ~apaci ty cost 

21 true- up for the October 1997 - September 1998 recovery 

22 period and the total recoverable capacity cost for the 

23 period October 1998 - December 1998 . 

24 

2S 
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Q . Have you prepa;·ed an exhibit. that contains information 

2 t o which you w1ll refer in your testimony? 

3 A. Yes. My exhibit consiscs of one schedule to which I 

4 will refer. This schedule was prepared under my 

s supervision and direction. 

6 

7 

8 

9 

10 

Counsel: we ask that Mr. Howell's Exhibit , 

comprised of one Schedule, be 

marked for identi f ication as 

Exhibit /0 (MWH-1). 

11 Q. What is Gulf's projected purchased power recov ~rable 

12 cost for energy purchases for the October , 199 1-

13 December, 1998 recovery period? 

14 A. Gulf ' s projected recoverable cost for energy purchases, 

15 shown on line 12 of Schedule E-1 of the fuel f i ling . is 

16 $2,594,610. These purchases result from Gulf' £ 

17 participation in the coordinated operation of Lhe 

18 Southern electric system power pool . This amount. i s 

19 used by Ms. Cranmer as an input in the calculation of 

20 the fuel and purchased power cost atijustment fa c tor. 

21 

22 Q. What is Gulf's projected purchased power fuel cost for 

~ energy sales for the October, 1998 - December, 998 

Z4 recovery period? 

25 A. The projecc.ed fuel cost for energy sales, shown on line 
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18 of Schedule E-1, is S 8,215,600. Thesa sales also 

2 result from Gulf's participation in the coordinated 

3 operation of the Southern electric system power pool. 

4 This amount is used by Ms. Cranmer as an input in the 

5 ca lculation of the fuel and purchased power cost 

6 adjustment factor. 

7 

8 Q. What information is contained in your exhibit? 

9 A. Schedule 1 of my exhibit lists the power contracts thaL 

10 are included for capacity cost recovery, their 

11 associated megawatt amounts, and the r esulting capacity 

12 dollar amounts. 

13 

14 Q. Which power contracts produce capacity transactions that 

15 are recovered through Gulf's purchased power capacity 

16 cost recovery factors? 

11 A. The two primary power contracts thaL produce recoverable 

18 capacity transactions through Gulf's purchased power 

19 capacity recovery factors are the Southern electric 

20 system's Intercompany Interchange Contract (IIC) and 

21 Gulf's cogeneration capacity purchase .:ontract with 

22 Monsanto Company. The Commission has authorized the 

23 Company to include capa city transactions under the IIC 

24 for recovery through the purchased power capac ity coo t 

25 recovery factors. Gulf wi ll continue to have IIC 

Docket No. 980001-EI 5 Witness: M. w. Howell 
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capacity transac tions during the October, 1998 -

2 December, 1998 recovery pen.od. The enez·gy transactions 

3 under this contract for these periods are handled for 

4 cost recovery purposes through the fuel cost recovery 

s factors. 

6 The Gulf Power/Monsanto cogeneration capocity 

7 contract enables Gulf to purchase 19 megawatts of firm 

8 capacity from June 1, 1996 until June 1. 2005. Gulf has 

9 included these costs for recovery during the October. 

10 1998 - December, 1998 recovery period. The energy 

11 transactions under this contract have also been approved 

12 by the commission for recovery, and these costs are 

13 handled for cost recovery purposes through the fuel cost 

14 recovery factors. 

IS 

1~ Q. Are there any other arrangements that produce capacity 

17 transactions chat a.re recovered through Gulf· s purch4sed 

18 power capacity cost recovery facto r s? 

19 A. Yes. Gulf and other Southern electric system operating 

~o companies have purchased market capacity for 1998. and 

21 these purchases will continue through 2001. Gulf will 

22 have mont.hly costs associated with these market 

23 p~rchoses for the October 1996 - December 1998 recovery 

24 period. 

2S 
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Q. Has Southern made any changes to the rrc that were used 

2 in the most recent recovery (actor adjustment 

3 proceedings? 

4 A. No. However. on November 1, 1997, in accordance wi th 

5 both the contract and the requirements of the FERC. the 

6 Southern electric system made its annual IIC 

1 informational filing with the FERC. The informational 

s filing reflects updated historical load responsibility 

Q ratios, expected system load, and tho capacity resource 

10 amounts for the 1998 budget cycle that are used in the 

11 IIC capacity equalization calculation to determine the 

12 capacity transactions and costs for each operating 

13 company. All of these changes are reflected in the 

14 projection of capa~ity transactions among the Southern 

IS electric system's operating companies for the October . 

16 1998 - December. 1998 recovery period . 

17 

18 Q. Earlier in your testimony, you indicated that you would 

19 support Gulf Power Company's updated projection o f 

20 purchased power capacity costs for the months June 1998 

21 through September 1998 as part of the est:imated capacity 

u cost true-up for the October 1997 - September 1998 

23 recovery period. Please discuss the Company's updated 

24 capacity cost projection. 

2s A. Gulf's capacity costs for these months of the October 
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1997 - September 1998 recovery period are projected to 

2 increase due to revised s ystem load and capaci ry 

3 information used in our IIC equal ization calculation. as 

4 well as revised costs related to the Southern electric 

s s ystem market capacity purchases. 

6 Gulf' s IIC costs duri ng June 1998 through 

7 September 1998 have been i mpacted by the removal of 

8 Municipal Electric Associat ion o f Georgia (MEAG) load 

9 from system load projections and by an incr ease i n 

10 Georg~a Power's owned capaci ty. Both of these changes 

11 have i ncreased available reserves on the Southern 

12 electric system. Therefore, Gulf wi ll purchase its 

13 s hare of these increased reserves and its IIC capacity 

14 costs are projected to increase accordingly. 

IS Gulf's ~rojected costs of market capacity 

16 purchases i n the Summer of 1998 have increased due to 

t7 additional market purchases . As I stated in my Jw1e 23. 

18 1997 testimony, these additional purchases were to be 

19 included in a future true- up filing. Rather than wa it 

20 until the final true-up filing for the October 1997 -

21 September 1998 recovery period, Gulf is including the 

22 updated amounts f or market capacity purchases in its 

23 estimated true-up for t he Octobe= 1997 - September 1998 

24 recovery period because the information is now 

25 available. 

Docket No. 980001-EI 8 Witness: M. w. How~11 
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Q. What is the cost impact due to the changes in Gulf ' s TIC 

2 ca:pacity transact ions that were originally projected f o r 

3 June, 1998 through September, 1998? 

4 A. II<: capacity transactions originally projected for June 

~ l~~8 thrQ~qh September 1998 produced revenues of 

6 Sl,l l0,098. Gulf now proj ects that its IIC capaci ty 

1 tr.ansactions will produce a $681,926 capacity cost for 

8 June 1998 through September 1998. Therefore. the net 

9 II<: cost impact to Gulf is $1,792,024. 

10 

II 

12 

13 

14 

~. 

A. 

What is the cost impact due to the Gulf ' s additional 

market capacity purchases for June, 1998 through 

se.ptember, 1998? 

The originally projected costs of June 1998 through 

IS se:ptember 1998 market capacity purchases were $288.353. 

16 Gulf's market capacity purchases are now projected to be 

11 $1,075,801. Theref ore. the impact of these additional 

t8 market capacity purchases is $787,4 48. 

19 

20 Q. What are Gulf's IIC capacity transactions th~t a r e 

21 projected for the October, 1998 - December, 1998 

n recovery period? 

23 A. As shown on Schedule 1 of my exhibit, capacity 

24 transactions under the IIC vary during each month of the 

25 recovery period. IIC capacity purchases in the amount 
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of $89,299 are p rojected for the period. IIC capacity 

2 a~lea during the same period ore projected to be 

3 $l3.303. Therefore, the Company·s net capacity 

~ tr~naactions under the IIC for the period oro net 

~ putchases amounting to 565.996. 

I> 

1 o. who~ is the cost of Gulf's capacity purchase from 

~ Honaanto that is projected for the October. 1998 -

q oocember. 1998 recovery period? 

10 A . Aa lh')wn on Schedule 1 of my exhibit, Cult lS projected 

11 ~o p~y $186,606, or $62,202 per month, to Monsanto for 

ll tho firm capacity purchase made pursuant to the 

u Conunisoion approved contract. 

I~ 

1 ~ o. Whol is the cost o f Gulf's market capacity purchases 

111 thnL is projected for t h e October. 1998 - December. 1998 

11 tocovory period? 

lA /\. /\a 11hown on Schedule 1 of my exhibit, Gulf is projected 

19 to pay a total of $566,286 for the committed market 

~(l C(ll)llcity purchases. Capacity in varying amounts wi 11 be 

11 putchnsod during the months of Octobc:- through December 

2l o f 1998. The individual suppliers and megawatt amounts 

!~ oto not ~hown, since this is highly sensitive and 

24 con Cldcntial information. Public availability of this 

2, in t ormation would seriously undermine our competiuve 
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position and cause our customers increased cost . 

2 

3 Q. What are Gulf's total projected net capacity 

4 transactions for the October, 1998 - December, 1998 

s recovery period? 

6 A. As shown on Schedule l of my exhibit, the net purchases 

7 under the IIC, the Monsanto contract, and the committed 

8 market capacity purchases will result in a projected net 

9 capacity cost o f $818,888. This fig·ure is used by Ms. 

tO Cranmer as an input into t he calculation of the total 

11 capacity transactions to be recovered through the 

12 purchased power capacity cost recovery factors for this 

13 three month recovery period. 

14 

tS Q. Does this conclude your testimony? 

16 A. Yes. 

17 

18 

19 

20 

21 

22 

23 

25 
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l'lnnllrt nltll u y11111 11 /I IMt, huuincso address and occupation . 

NY 1111111 .. IIi lf\111 1111 ('t nnrnor . l1y business address is one 

I'll ' " y y t<ltH<II, 1.1111111/lr()ln, Plorlda 32520-0780. I hold the 

polllllllll o t fi•Utlllllllll 6ncre~;ary and Assistant Treasurer 

n l OUlt 1'11Wt1 1 I 'CltnOllllY· tn t.hio positi on. I am 

tulll)flltllllllll 1111 lfUI)IIIVI Uing tho Rates and Regulatory 

Mtt ll tU ,. llt~lflt f'l rn nrll • 

l'IM•" Ill I nfl y (lttlll" l J bo your educational background and 

llunlntwll ""' 1111 ltmrh. 

1 1J i tlihtiii <H1 flllnl WtJkfl r1orost University in 

w1
1
wto11 rlnl t•m, t~mth Cnrollno in 1981 with a Bachelor of 

llt li>lllll tmtJtrtll 111 nunlnoon and !rom the University o f 

Wullt Jtlw I tin I 11 I'IB? w! l.h a Bachelor of Arts Degree in 

fll'tHHUtl IIIU , 1 11m oJ rw IS Cor t.l C i t1 Publi c Accountant: 

11 r'illllfnt1 Ill I hu Ill tll.fl of !'lorida. I joined Gul f Power 

r'ttlltJIIH1Y I ll 1'111 I nil 11 l'inoncial Analyst . Prior co 

tHIPIII!IIIIU lilY t 111 1 11111 poul t.l on. I have held vori ous 

1111
1111 Jtllll' wt I h nul f Including Computer Modeling Analyst, 
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Senior Financial Analyst . and Supervisor of Rate 

Services. 

My responsibilities include supervis ion of : tariff 

administration. cost of service activities, calculation 

of cost recovery factors, the regulatory filing function 

o f the Rates and Regulatory Matters Department. and 

various treasury activities. 

Have you prepared an exhibit that contains information 

to which you will refer in your testimony? 

Yes, I have. 

Counsel: we ask that Ms. Cranmer's Exhibit 

consisting of four s chedules be 

marked as Exhibit No. // {SDC- lJ. 

Are you familiar with the Fuel and Purchas ed Power 

(Energy) True-up Calculation for the period of Oc tober 

1997 through March 1998 and the Purchased Power Capacity 

Cost True-up Calculation for the period of October 1996 

through September 1997 set f~ rth in your exhibit ? 

Yes. These documents were prepared under my 

supervision. 

Docket No. 980001-El Wllnoon : S•J&n n 0 . Cnuuner 
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7 1 

Have you verified that to the best of your kno,.,•ledge and 

belief. the information contained in these documents is 

correct? 

Yes, I have. 

What is the amount to be refunded or collected through 

the fuel cost recovery factor in the pertod October 1998 

through December 1998? 

An amount to be collected of 5225,379 was calculated as 

shown in Schedule 1 of my exhibit. 

How was this amou.nt ca1cu1oted? 

The $225.379 was calculated by taking the difference i n 

the estimated OcLober 1997 through Morch 199B under­

recovery 0£ $1,127,041 as approved in Order No. 

PSC-98-0412-FOF-EI, dated March 20. 1998 and the actual 

under-recovery of $1,352.420 which is the sum of lines 7 

and 8 shown on Schedule A-2. page 2 of 3. Period-to-date 

of the monthly filing for Harch 1998. 

Ms. Cranmer. you stated earlier that you are reGponsible 

for the Purchased Power Capacity Cost •rrue-up 

Calculation. Which schedules of your exhibit relate to 

the calculation of these factors? 

Schedules CCA-1, CCA-2. and CCA-3 o( my exhibit relate 

Docket No. 980001-EI PaQ~ J Witness, Su•an D. Cranmer 
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17 
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19 

20 A. 

21 

22 

23 

24 

25 
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to the Purchased Power Capacity Cost 1'rue- up Calcalat ion 

for the period October 1996 through Sept:ember 1997. 

What is the amount to be refunded or collected in the 

period October 1998 through December 1998? 

An amount to be refunded of $1,478, 455 was ca l culated as 

shown in Schedule CCA-1 of my exhibit. 

How was thi s amount calculated? 

Th~ $1,478,455 was calculated by taking the difference 

in the net estimated October 1996 through September 1997 

over-recov~ry of $2 , 791,701 as approved in Order No. 

PSC-97-1045 - FOF-EI, dated September 15. 1997 and the 

actual over-recovery of $4 ,270,156 which is the sum of 

lines 11 and 12 under the total column of Schedule 

CCA- 2. 

Please describe Schedules CCA- 2 and CCA-3 of your 

exhibit. 

Schedule CCA-2 shows the calculation of the actual over­

recovery of purchased power capacity costs for the 

period October 1996 through September 1997. Schedule 

CCA-3 of my exhibu: is the calculation of the interest 

provision on the over-recovery. This is the same method 

of calculating interest that is used in the Fuel and 

Docket No. 980001-EI Page 4 Wi t.nouu: Su ru:~n n Cronmc:-r 
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22 

23 

24 

25 

26 
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Purchased Power (Energy) Cost Recovery Clause and the 

Environmental Cost Recovery Clause. 

Ms . Cranmer. does this complete your testimony? 

Yes. it does. 
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6 Q. Please state your name, business address and occupation. 

7 A. My name is Susan Cranmer. My business address is One 

8 Energy Place, Pensacola. Florida 32520-0780. I hold the 

9 position o f Assistant Secretary and Assistant Treasurer 

10 for Gul f Power Company. 

11 

12 Q. Please briefly describe your educational background and 

13 business experience. 

14 A. I graduat ed f rom Wake Forest University in 

15 Winston-Salem, Nort:h carolina in 1981 with a Bachelor o! 

16 Science Degree in Business and from t:he Univers ity of 

17 West Florida in 1982 with a Bachelor of Arts Degree ir: 

18 Accounting . I am also a Certified Public Accountant 

19 licensed in t:he State of Florida. I joined Gul f Power 

20 Company in 1983 as a Financia l Analyst. Prlor to 

21 assuming my current position, I have held varioue 

22 positions with Gulf including Computer Modeling Analyst. 

23 Senior Financial Analyst, and Supervisor of Rate 

24 Services. 

25 
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My responsibilities include supervision of: tariff 

e~inistration , c~st of service activities, calculation 

of cost recovery factors. the regulatory filing function 

of the Rates and Regulatory Matters Department. and 

various treasury activ.i t ies . 

Have you previously filed testimony before this 

Commission in Docket No. 980001-EI? 

Yes, I have. 

What is the purpose of your testimony? 

The purpose of tnis testimony is to discuss the 

calculation o f Gulf Power's fuel cost recovery factors 

for che period October 1998 through December 1998 . I 

will also uiscuss the ~alculation of the purchased power 

capacity cost recovery factors for the period October 

1998 through December 1998. In addition to this direct 

testimony, I am submitting separate supplemental 

testimony in support of Gulf's request that new factors 

not be implemented until Februa~y 1999. 

Are you familiar with the Fuel and Purchased Power Cost 

Recovery Clause Calcul~tion for the period of October 

1998 through December 1998? 

Yes, these documents were prepared under my supervision. 

Docke c NO. 980001-El Page 2 Wl t.uctuH Susa.n D. CrtHtn'M.-'r 
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1 Q. Have you verif ied that to the best of your knowledge and 

2 belief, the inf ormation contained in these documents is 

J correct? 

4 A. 

5 

6 

7 

8 

9 Q. 

Yes. I have. 

Counsel: We ask that Ms. Cranmer 's Exhibit 

consisting of fourteen schedules. 

be marked as Exhibit No. /~ (SDC- 21 . 

Ms. Cranmer, what has Gulf calculated as the fuel cost 

10 recovery true-up to normally be applied in the period 

11 Oc t ober 1998 t hrough December 1998? 

12 A. The fuel cost recovery true-up for this period is a 

13 decrease of . 0423¢/kwh. This includes a final true -up 

14 under-recovery for the October 1997 through March 1998 

15 period of $225 , 379. As shown on Schedule E-lA , it also 

16 includes an estimated true-up over-recovery of 

17 $1,097 , 022 for the current period. The resulting over-

18 recovery is $871,643. 

19 

20 Q. What has been included in this filing to reflect the 

21 G:PH' reward/ penalty for the period of October 1997 

22 through March 1998? 

23 A. This is shown on Line 32b of Schedule E- 1 as an increase 

24 of .0030¢/kwh, thereby rewarding Oulf by $62,632. 

25 
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Ms. Cranmer, what is the levelized projected fuel facto r 

for the period October 1998 through December 1998? 

Gulf has calculated a levelized fuel factor of 

1.604¢/kwh. It includes projected fuel and purchased 

power energy exper ·s for October 1998 through December 

1998 and projected kwh sales for the same period. as 

well as the true-up and GPlr amount. The calculated 

levelized fuel factor also includes the special recovery 

amount associated with the Air Products special 

contract . The calculation of the special recovery 

amount is presented on Schedule £-12 of my exhibit. The 

levelized fuel factor has not been adjusted for line 

locoec. 

~~. Cranmer. how were the line loss multipliers us~d on 

Schedule £-1£ calculated? 

They were calculated in accordance with procedures 

approved in prior filings and were based on Gul (' s 

latest mwh Load Flow Allocators. 

~~. Cranmer. what fuel factor has Gulf calculated for 

its largest group of cust~~ers (Gr oup A), tho~e on Rate 

Schedules RS, GS, GSD, OS!II, and OSIV? 

Gulf has calculated a standar d fuel factor. adjusted for 

line losses, of 1.62 4~/kwh for Group A. Fuel factors 

DocKet No. 980001-El Pa~c 4 Witness: Suson D. C~anmer 
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for Groups A, B. c. and D are shown on Schedule E-lE. 

These factors have also been adjusted for line losses. 

Ms . Cranmer. how were the time-of-use fuel factors 

calculated? 

These were calculated based on projecled loads and 

system lambdas for the period October 1998 through 

December 1998 . These f actors included the GPIF, 

true-up , and special contract recovery cost amounts and 

were adjusted for l ine losses. These time-of-use fuel 

factor s are also shown on Schedule E- lE. 

How does the calculated fuel factor for Rate Schedule RS 

compare with the factor applicable to Septe~ber and how 

would the change affect the cost of 1000 kwh on Gulf's 

residential rate RS? 

The current fuel factor for Rate Schedule RS applicable 

to September 1998 is 1 .64 6¢/kwh compared with the 

calculated factor of 1 .624¢ / kwh. For a residential 

customer who uses 1000 kwh in October 1998, the fuel 

portion of the bill would decrease from $16. 46 to 

$16.24. 

Docke~ No. 980001-El Paoo 5 Witness: Suonn D. Cranmer 
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1 Q . l<fs . Cranmer, has Gulf updated its estimates of the 

2 as-available avoided energy costs to be shown on COGl as 

3 required by Order No. 13247 issued May 1. 1984, in 

4 Docket No . 830377-EI and Order No . 1954 8 issued June 21, 

5 1988, in Docket No. 880001-EI? 

6 A. Yes. A tabulation of these costs is set forth in 

7 Schedule E-ll of my Exhibl t SDC- 2. These cos ts 

8 represent the estimated averages for the period from 

9 October 1998 through September 2000. 

10 

11 Q . 

12 

13 

14 

15 A. 

Ms . Cranmer. you stated earlier that you are responsible 

for the calculation of the purchased power capacity cost 

(PPCC) recovery factors . Which schedules of your 

exhibit relate to the calculation of these factors ? 

Schedule CCE- 1 , i ncluding CCE-1a and CCE- lb, and 

16 Schedule CCE-2 of my exhibit relate to the calculation 

17 of the PPCC recovery factors for the period October 1998 

18 through December 1998. 

19 

20 Q. 

21 A. 

22 

Please describe Schedule CCE-1 o f your exhibit. 

Schedule CCE-1 shows the calculation of the amount of 

capacity payments to be recovered through the PPCC 

23 Recovery Clause. Mr. Howell has provided me with Gulf's 

24 projected purchased power capacity transactions under 

25 the Southern Company Intercompany Interchangu Cont rac t 

Docket No. 980001-EI P1111r 6 Wl t-ne•a : SUalftn 0. Cr n nmt!r 
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(IIC), Gulf's contract with Monsanto Chemical Company, 

and certain market capa city transactions. Gulf's total 

projected capacity payments for the period October 1998 

through December.1998 are purchases of $818.888. The 

jurisdictional amount is $790,086. For the period. 

Gulf's reques ted recovery before true-up is the 

d i fference between the juri sdict ional pro jected 

purchased power capacity costs and the approved 

adjustment for former capacity t ransactions e~edded in 

current base rates. This adjustment amount was fi xed in 

Order No . PSC-93-0047 - FOF-EI, dated January 12 , 1993, a s 

an annual embedded credit of $1,678,580, or $1.652,000 

net of revenue taxes. Thus, the projected recovery 

amount that would be collected thr ough the PPCC recovery 

factors i n the period October 1998 through December 1998 

is $1 . 203,086 . This amount is added to the total true­

up amount to determine the total purchased power 

capacity transactions that would be recovered in the 

period. 

What has Gulf calcula ted as the purchased power c~pacity 

factor t rue-up to be applied in the period October 199~ 

through December 1998? 

The true-up for this period is an inc rease or $911.323 

as shown on Schedule CCE-la. This inclucles a final 

Do~Ket No . 980001-EI Witness: Susan D. Cranmer 
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Q. 

A. 

8 1 

capacity cost true-up amount for October 1996 through 

September 1997 of $1 ,478, 455 over-recovo~y . I t also 

includes an estimated under-recovery of $2 , 389 . 778 for 

the period October 1997 through September 1998 based on 

eight months of actual data and four months of estimated 

dlata. As discussed in his testimony, Mr. Howell has 

provided me with updated amounts for net capacity 

t ransactions for June through September 1998. Based on 

this latest projection, the under-recovery of capacity 

costs is expected t o exceed 10% of the capacity costs 

original ly projected for the period October 1997 through 

September 1998. Pursuant to Order No . 13694 in Docket 

No. 840001-EI, Gulf is hereby notifying the Commission 

that this situation is e.xpected t o occur. Rather than 

making a mid-course correction to the factors for the 

last two months of the current period, Gulf's calculated 

factors for the October through December 1998 period 

reflect the under-recovery. 

What methodology was used to allocate the capacity 

payments to r ate class? 

As required by Commission Order No. 25773 in Docket 

No. 910794-EQ, the revenue r equirements have ~cen 

allocat ed using the cost of service methodology uoed in 

Gulf's last full requirements rate case and approved by 

Docket No. 980001-EI Page 8 Witnesu: Suaan D. Cranmer 
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22 Q. 

23 

24 

82 

the Commission in Order No . 23573 issued October 3, 

1990, in Docket No. 891345-EI. Although the capacity 

payments in that cost of service study were allocated to 

rate class using the demand allocator based on the 

twelve monthly coi ncident peaks projected !or the test 

year, for purposes of the PPCC Recovery Clause, Gulf has 

allocated the net purchased power capacity costs to rate 

class with 12/13th on demand and l/13th on energy. This 

allocation is consistent with the t reabment accor ded to 

production plant in the cost of service study used in 

Gulf's last rate case. 

How were the allocation factors calculated for use in 

the PPCC Recovery Clause? 

The allocation factors used in the Purchased Power 

Capacity Cost Recovery Clause have been calculated u5ing 

the 1997 load data filed with the Commission in 

accordance with FPSC Rule 25 -6 .0437. The calculations 

of the allocation factors are shown in columns A thr ough 

I on Page 1 of Schedule CCE-2 . 

Please describe the calculation of the cents/kwh facLors 

by rate class used to recover purchased power capacity 

costs. 

Dockot No. 980001 - EI PAllO 9 W1Lnaas: SuDAn 0. Cr~r 
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12 Q. 

13 

14 

15 A. 

16 

17 

18 

19 Q. 

20 

21 A. 

22 

23 

24 

25 

b 3 

As shown in columns A through D on page 2 of Schedule 

CCE-2, the 12/13th of the jurisdictional capacity cos t 

to be recovered is allocated to rate class based on the 

demand allocator, with the remaining l/l3th allocatPd 

based on energy. The total revenue requirement ass igned 

to each rate class shown in column E is then divided by 

that class's projected kwh sales for the twelve-month 

period to calculate the PPCC recovery factor. This 

factor ~~uld be applied to each customer 's lotal kwh 1 0 

calculate the amount to be billed each mon h. 

What is the amount related to purchased power capaci • y 

costs recovered through this facto • that would be 

included on a residential customer · s bill for 1000 kwh? 

The purch~sed power capacity costs recov~red through the 

clause for a residential customer who us•:S 1000 kwh 

would be $1.26. 

When does Gulf propose to collect its f uel charges and 

purchased power capacity charges? 

The fuel and capacity factors will appl y to October 1998 

through December 1998 billings beginni1g with Dill 

Croup 1 meter readings scheduled on September 30. 1998 

and ending wi th meter readings scheduled on December 30, 

1998. 

Docket NO. 980001-1!1 · Poge 10 Wlt.ntUJa : Susan 0 . Cranmer 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

L 

Q. 

A. 

8 4 

Ms. Cranmer. does this complete your testimony? 

Yes. it does. 

Doc kaL No . 980001- EI PAge> 11 Wi ~ne.ee: Suuon I). Cronmer 
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6 Q. Please state your name, business address and occupation. 

7 A. My name is Susan Cranmer. My business address is On e 

8 Energy Place, Pensacola, Florida 32520- 0780. I hold the 

9 position of Assistant Secretaty and Assistant Treasurer 

10 for Gulf .Power Company . 

11 

12 Q. 

13 

111 A. 

Are you the same Susan D. Cranmer who has filed direct 

testimony i n Dockets 980001 - EI and 980007-EI? 

Yes, I am. My direct testimony in those doc kets 

15 supports the calculation o f the fuel. capacity. and 

16 environmental cost recovery factors that would normally 

17 be applicable to the period October through December 

18 1998. 

19 

20 Q. What is the purpose of your supplemental direc t 

21 testimony? 

22 A. The purpose of this supplemental direct testimony is to 

23 support Gulf Power's proposal not to implement new cos t 

24 recovery factors for the period October 1998 through 



86 

1 December 1998, whi ch transitions the cost recovery 

2 process to an annual. calendar-year basis. 

3 

4 Q . What factors does Gulf propose for the October through 

5 December 1998 period and why? 

6 A. Gulf proposes that the fuel, capacity, and environmental 

7 factors currently in effect for the recovery period 

8 e nding September 1998 remain in effect for the period 

9 Octobe.r through December 1998. This provide.s stability 

10 for our customers over a relatively short per iod of time 

11 by changing the cost recovery factors once (in January 

12 1999) rather than twice (in October 1998 and January 

13 1999) in a three-month period. In total, Gulf's overall 

14 fuel, capacity and environmental factors for Lhe October 

15 through December 1998 period would increase only about 

16 1%. Leaving t he factors the same for the three-month 

17 period would el iminate customer confusion related to a 

18 change in each factor, while leaving the overall bill 

19 essentially the same. 

20 In addition, the administrative activities required 

21 to implement a change in cost r ecovery factors in 

22 October 1998 would be eliminated. 

23 

2 4 Q. In your direct testimony in Docket 980001-EI. you staLed 

25 that the under-recovery of capacity costs is expected to 

DOcket Nos. 980001-£1 
980007-EI 

Pege 2 WiLneso: Susan D. Cranmer 
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18 Q. 

19 A. 

20 

21 

22 

23 

24 

25 

exceed 10\ of the capacity costs orig1nally proJected 

for the period October 1997 through September 1998. 

Based on Gulf's proposal not to implement revised 

capacity factors in October 1998. will a mid-course 

correction be appropriate? 

No, a mid-course correction would not be necessary. As 

I stated above, the sum of the fuel. capacity and 

environmental factors would remain !airly constant in 

the October throuoh December 1998 period, Wlth increases 

in capacity cost recovery amounts tincludino the 

expected under- recovery true-up amount) offset by 

decreases in fue l and environmental cost recovery 

amounts . Therefore, in order to stabilize the 

transition to annual, calendar-year factors. a mid-

course correction to capacity factors should not be 

made. 

Does this conclude your supplemental direct testimony? 

Yes . 

Dockoc Noe. 980001-Ef 
980007-IU 
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GULF POWER COM"PANY 
Before the Florida Public Service Commission 

Direct Testimony of 
G. D. Fontaine 

Docket No. 980001-EI 
Date of Filing May 20. 1998 

Q. Please state your name. address and occupation. 

11.. My name is George D. Fontaine, my business address is 

One Energy Place. Pensacola, Florida 32520-0335, and my 

position is Performance Test Specialist for Gulf Power 

Company. 

Q. Please describe your educational and business 

background. 

11.. I received my Bachelor of Mechanical Engineering Degree 

from Auburn University in 1980. Following graduation, 

I joined Gulf Power Company as an Associate engineer at 

the Scholz Electric Generating Plant, a nd as I 

previousl y stated, my current position is Performance 

Test Specialist . I am also a r egistered Professional 

Engineer in the State of Florida. 

Q. Mr. Fontaine, have you previously testified in this 

Docket? 

A. Yes. sir. 

88 



Q. 

2 

~ A. 

Mr. Fontaine, what is t:.he purpose of your testimony in 

this proceeding? 

The purpose of my testimony is to present GPIF results 

4 for Gulf Power Company for the period of October l, 

s 1997, through March 31, 1998. 

6 

7 Q. Mr. Fontaine, have you prepared an exhibit that 

8 contains information to which you will refer in your 

9 testimony? 

89 

10 A. Yes, Sir, I have prepared an exhibit consisting of five 

11 schenules. 

12 

13 Q. Mr. Fontaine, was this exhibit prepared by you or under 

14 your direction and supervision? 

IS A. 

16 

17 

18 

19 

20 Q. 

Yes, it was. 

Counsel: We ask that Mr. Fontaine's exhibit be 

marked for iden tification as exhibit J 3 (GDF-1 J . 

Mr . Fontaine, be fo re reviewing the GPIF Results for 

21 Gulf's units. is there any informati~n which has been 

22 supplied to the Commission pertaining to this GPif 

23 period which requires amendment? 

24 A. Yes, some corrections need to be made to the ~ctual 

2s unit performance data which was submitted monthly to 

Docket No. 980001-EI W1tneso : C. D. Fon~o !n~ 
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the Commission during this period. These corrections 

2 are based on discoveries made during our final review 

3 to determine the accur acy of this informatJon pr ior to 

4 this proceeding. The Actual Unit Performance Data 

s tables on pages 14 to 19 of Schedule 5 incorporate 

6 these changes. The data contained on t hese tables is 

1 the data upon which t he GPIF calculation was made. 

8 

9 Q. Mr . Fontaine. would you now review the Company's 

10 equivalent availability results for the period? 

11 A. Actual equi valent availability and adjusted actual 

12 equivalent availability figures for each of the 

13 Company's GPI P units are shown on page 13 of Schedule 

14 5. Pages 3 t hrough 8 of Schedule 2 contain the 

IS calculations for the adjusted actual equivalent 

16 availabilities. 

11 A calculation of GPIP availability points based on 

18 these availabilities and the targets established by 

19 Commission Or der PSC-97-1045-FOF-E! is on page 9 of 

20 Schedule 2. The results are: Crist 6, - 1.36 points: 

21 Crist 7, -10.00 points; Smith 1, - 5.83 points; Smith 2, 

22 - 10.00- points; Daniel 1. •10 .00 points, and Daniel 2. 

23 -10.00 points. 

24 

2S 

Docket No . 980001-EI Page 3 Witnoao : c. D. Fontaine 
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Q. Mr. Fontaine, what were che heat race resulcs fo r the 

2 period? 

3 A. The detailed calculacion of the actual average net 

4 operating heac races for the Company's OPIF units is on 

s pages 2 through 7 of Schedule 3. These heat race 

6 figures have not at this point been adjus ted in 

7 accor dance wich GPIF procedures f or load and other 

8 factors to che bases of their targecs. 

9 As was done for che prior GPIF periods. and as 

10 ind1cated on pages 8 through 13 of Schedule 3, the 

11 carget setting equations were used to adjust actual 

12 results to the target bases. These equacions. 

13 submitted in June 1997, are shown on page 15 of 

14 Schedule 3. 

IS AS calculated on page 16 of Schedule 3 , the 

16 adjusted actual average net operating heat rates 

17 correspond to GPIF unit heat rate poincs o f: - 2.24 f or 

18 Crist 6, +2.66 for Crist 7, 0.00 for Smith 1, +7.49 f or 

19 Smich 2, -0 .63 for Daniel 1. and 0 . 00 for Daniel 2. 

20 

21 Q. 

22 

Mr. Fontaine, what number of Company points were 

achieved during the period, end whot reward or penalty 

23 is indicated by chese points according co the GPIF 

24 procedure? 

2S A. Using the unit equivalent availabi lity and heat rate 

Dockec No . 980001-EI Poge 4 Wicneau: C. D. Pontoine 
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points previously mentioned. along with the ad)usted 

weighting factors, the Company points would be · 0.73 as 

i ndicated on page 2 of Schedule 4. This calculates to 

a reward in the amount of $62,632. 

Mr. Fontaine, would you please s ummarize your 

t estimony? 

Yes, Sir. In view o f the adj usted actual equivalent 

avai labilities, as shown on page 9 of Schedule 2. and 

the adjusted actual average net operating heat rates 

achieved, as shown on page 16 of Schedule 3. evidencing 

t he Company's performance for the period, Gulf 

calculates a reward i n the amount of $62,63 2 as 

provided for by the GPIF plan. 

Mr. Fontaine, does this conclude your testimony? 

Yes, Sir. 

Docket llo. 980001-EI Page 5 witness: c. o Fon~alne 
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GULF POWER COMPANY 
Before the Florida Public Service Commtss1on 

Direct Testimony of 
G. D. Fontaine 

Docket No. 980001-EI 
Date of Filing June 22. 1998 

Please state your name, address and occupation. 

My name is George D. Fontaine, my business address 1s 

93 

8 One Ener gy Place, Pensacola, Florida 32520-033S, a.~d my 

9 position is Performance Test Specialist for Gulf ~ower 

10 Company. 

11 

12 Q. Please describe your educational and busines s 

13 backgr ound . 
. 

14 A. I received my Bache lor of Mechanical Engineering Degree 

15 from Auburn University in 1980. Following graduat1on. 

16 I joined Gulf Power Company as an Associate Engineer at 

17 the Scholz E1dctric Generating PlanL, and ~r r 

18 pr eviously stat ed, my current position is Perf?rrnancc 

19 Test Specialist . I am also a registered Professional 

20 Engineer in the State of Florida. 

21 

22 Q. Have you previously testi(ied 1n th-s Docket? 

23 A. Yes. I have presented testimony regardi ng the 

24 Generating Performance Incentive Factor IGPIFI 

25 periodically for the past several yeat s. 
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' "· 

Q. 

A. 

? 4 

What is the purpose o f yout testimony 1n till: 

proceeding? 

The purpose of my testimony today is to present CPIF 

targets for Gulf Power Company for the pettod of October 1, 

1998 through December 31 , 1998. 

Have you prepared an exhibit that contains tn!ormation 

to "''hich you will refer 1n your test i mony? 

Yes, I have prepared an exhibit consisting of three 

schedules. 

~las this exhibit prepared by you or under your 

direction and supervision? 

Yes. it was. 

Counsel 

marked 

we ask that Mr. Fontatne·s exhtbtt be 

for identificatton as exhibit ~ICDF-~ 1 . 

Which units does Culf propose to include under ·he GPIF 

for the subject period? 

We propose that Crtst Units 6 and 7, Smith Unt~s 1 and 

2, and Dani el U1.i ts 1 and 2 continue to be the 

Company ' s GPIF units. 

oocl(oL No. 980001-£1 Paqe 2 WiLn~au t: V Ft.JIIto 1no 
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4 A. 

5 

6 

7 Q . 

8 h . 

9 

10 

What are the target heat rates Gulf proposes to use 1n 

the GPIF for these units for the performance period 

October 1, 1998 through December 31, 1998? 

I would like to refer you to Page 32 o~ Schedule 1 o! 

my exhibit where these targets are l isted. 

How were these proposed target heat rates determ1ned? 

In every case they were determined according to the 

GPIF implementation manual procedures for Gulf . 

Page 2 of Schedule 1 s hows the target average net 

11 operating heat rate equations for the p roposed GPIF 

95 

12 units, and pages 4 through 29 of Schedule I contain the 

13 weekly historical data used !or the statistical 

14 development o f these equations . 

15 Pages 30 and 31 of Schedule 1 present the calcula~ions 

16 which provide the w1it tar get hea t rates Erom the 

17 t arget equat :ons. 

18 

19 Q. Were the maximum and minJ.murn 4ttainable lwal r.,,..~ ! o: 

•. 0 each proposed GPIF unit, indicaced on page 32 c.t 

'I Schedule 1. calculated accord1ng to the appropriate 

22 GPIF implementa tion manual procedur~s? 

23 A. Yes. 

2 4 

25 

Docke t No. 980001-£I P"Qe l WlLne•s : C D. Fonta1n~ 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

13 

! 4 

15 

1& 

17 

1 fs 

19 

20 

21 

22 

23 

.! 4 

~5 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

What are the proposed target. maximum and m1nimum, 

equivalent availabilities for Gulf's un1ts? 

96 

The target equivalent availabilities and their ranges 

are listed on page 4 of Schedule 2. 

How are these target equivalent availabillties 

determined? 

The target equivalent availabilities were determined 

according to ~e standard GPIF implementa t~on manual 

procedures for Gulf, and are presented on page 2 of 

Schedule 2. 

How '"'ere the maximum and minimum attainabl e equiva l ent 

availabilities determined for each un1t? 

The maximum and minimum attainable equivalent 

availabili ties, whic.1 are presented a long w1th thei:­

respoctive target availabilities on page 4 o f Schedul e 

2 . were determined per GPIF manual procedures Cor Gul~. 

Mr. Fontaine, has Gulf completed the GPIF min1aum 

filing requirements data package? 

Yes, we have completed the required data. Schedule 3 

o f my e xhibit contains thio i nformation. 

Dockc~ No. 9BOOOI·EI 
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A. 

Mr . fontaine. would you please summarize your 

testimony? 

Yes. Gulf asks that the Commission accepL: 

Y7 

1. Crist Units 6 and 7, Smith Units 1 and ? 4nd Danie l 

Units l and 2, for inc1u~ion under the CPIF for Lhe 

period of October 1, 1998 through December 31. 1998. 

2. The target, maximum attainable, and minim~~ 

attainable average net operating heat rates. as 

proposed by the Company and as shown on page 32 o ! 

Schedule 1 and also page 5 of Schedule 3 o f my 

exhibit. 

3. The target, maximum attainable. and mi n1mum 

attainable equivalent avai1abil! tics. as proposed 

by the Company and as shown on Page 4 o! Schedule 

2 an~ also page 5 of Schedule , of my exhibi~. 

4 . The 1 Jekly average net operat ing heat rate least 

squares regression equations. s hown on page 2 o ! 

Schedule 1 and also pages 18 through 23 o t 

Schedule 3 of my exhibiL, (or use i n ad j ustlng the 

six -month actual uniL heat rates to target 

conditions. 

Docket No. 980001-EI Wilnoaa C. 3. FonLa1nc 
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Mr. Font a ine. does this conclude your testimony, 

Yes. Sir. 
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TAMPA ELECTRIC COMPM A' ', ~ 
DOCKET NO. 98000l· EI 
SUBM7TTBD POR PILING 05/20/98 

BBPORB THB PLORIDA PUBLIC SERVICE COMMISS ION 

PREPARED DIRBCT TI!:ST:tMONY 

OP 

ltAREN 0. ZWOLAJt 

Please state your name, address, occupation and employer . 

My name is Karen 0. Zwolak. My business address is 702 

North Franklin Street , Tampa, Florida 33 602. My position 

is Manager Energy Issues in the Regulatory Affai rs 

Oep~ment of Tampa Blectric Company . 

Please provide a brief outline of your educational 

background and business experience. 

I received a Bachel o r of Arts Degree in Microb iology in 

1977 and a Bachelor o f Science degree in Chemical 

Engineering in 1985 from t he Un ivers ity of South Florida. 

I began my engineering career in 1996 at the Florida 

Department o f Environmental Regulation and was employed as 

a Permitting Engineer in the Industrial Wast e water Program. 

In 1990, I joined Tampa Electric Company as ~n engineer in 

the Bnvirorunental Planning Dep,artment and was r esponsible 

for permitting and compliance issues r elating to wastewater 

treacment and dieposal. In 1995, I transferred to TEC's 
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Energy Supply Depar~rnent and assumed the duties of the 

plant chemical engineer at the F. J. Gannon Station. In 

this position, I was r esponsible for boiler chemistry. 

water management, and maintenance of envl ronmental 

equipment and general engineering support. In 1997, I was 

promoted to Manager, Energy 

Regulatory Affairs Department. 

include the areas of fuel 

Issues in the Electric 

My present responsibilities 

adjustment, capacity cost 

recovery, environmental filings and rate design. 

What is the purpose of your testimony in this proceeding? 

The purpose o f my testimony is to present the net true·up 

amounts for October 1997 through March 1998 period for both 

the Fuel Cost Recovery and the Capaclty Cost Recovery 

Clauses . 

PURL COST RECOVERY CLAUSE 

What is the net true-up amount for the fuel cost recovery 

clause for the period October 1997 thYough March 1998? 

An over I (under) · recovery of $53, 414. Th! actual fuel 

cost o ve r /(under) recovery, including interest, is 

$10,468,942 for the period October 1997 througn March 1998 

2 



1 0 1 

1 (Schedule A2, page 2 or 3, of March 1998 mor.:hly filing, in 

2 Document No. 4, reflects an end of period total net true-up 

3 of $4,426,535. Subtracting the beginning o f period 

4 deferred t:rue-up of ($6,042, 4 07) yields tho $10,468,942. 

5 This $10,468,942 amount, less the actual/estimated 

6 over/{under) - recovery approved in the February 1998 fuel 

7 hearings of $10,415,528 results in a final over/(under) -

e recovery for the period of $53 ,414. This over/(under) -

9 recovery amount of $53.414 will be carried over and applied 

10 

11 

12 

13 Q. 

in the calculation of the fuel recovery factor for the 

period January 1999 through December 1999. 

How much effect will this $53,41 4 over/(underl • recovery 

14 in the October 1997 through March 1998 period , have on the 

15 January 1999 through December 1999 period? 

16 

17 A. 

18 

19 

20 Q. 

The $53,414 over/(under) - recovery will not af fec t a 1 ,000 

KWH residential bill when spread over 12 months of energy. 

How are the fuel revenues associated with the Florida. 

21 Municipal Power Agency and the City ot Lakelftnd wholesale 

22 sales treated in this final true - up t iling? 

23 

24 A. ~ per Order No. PSC-97·1273-POF-BU, T~pa Blectric shall 

25 credit ita fuel clause with an amount equal to the system 

3 



1 0? 

1 incremental tuel cost resulting from the Florida Muni cipa 1 

2 Power Agency and Lakeland Sales served from TEC generating 

3 units. 

4 

5 Q. 

6 

7 A. 

8 

Have you prepared an Exhibit in this proceeding? 

Yes. Bxhibit No. (KOZ-1, Fuel Cost Recovery and Capacity 

Cost Recovery) which contains four documents. Document No. 

9 3 i s used to explain the capacity cost recovery clause 

10 which is discussed later in my testimony. Document No . 4 

11 contains Commission Schedules A-1 through A· 9 for the 

12 months of October 1997 through March 1998. I ncluded with 

13 t he March 1998 monthly filing is a six months summary for 

14 each ot Commission Schedules A6, A7, A8, and A9 for the 

15 period October 1997 through March 1998. 

16 

17 o. 
18 

19 A. 

Please explain Document No. 1. 

Document No. 1, entitled "Tampa Electric Company Final Fuel 

20 Over/(Under) - Recovery for the period October 1997 through 

21 March 1998" shows the calculation of the final fuel 

22 over/(underl - recovery for the period of $53,414 which 

23 will be applied to jurisdictional · sales during the period 

24 January 1999 through December 1999. 

25 
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15 

16 

17 Q. 

18 

19 A. 

20 

21 

22 

23 

24 

25 Q. 

1 0 3 

Line 1 shows tho total company fuel costs of $157,393,162 

tor the period October 1997 through March 1998. The 

jurisdictional amount of total fuel costs is $156,592,234 

as shown on line 2. This amount is compared to the 

jurisdictional fuel revenues applicable LO the period on 

line 3 to obtain the actual over/(underl recovered fuel 

costs for the period, shown on 1 inc 4 . The resulting 

$10,359 ,607 over/ (under) - recovered fuel costs for the 

period, combined with $109,335 of interest shown on line 5, 

constitute the a ctual over/ (under) recovery of 

$10, 468,942 shown on line 6. The $10,468,9 42 less the 

actual/esti.mated over/ (under) - recovery of $10,415,528 

shown on line 7, which was approved in the February 1998 

fuel bearings, results in the final aver/ (under ) - recavery 

of $53, 414 shown on line 8. 

What does Document No. 2 show? 

Document No. 2 , entitled "Tampa Electric Company 

CAlculation of True-Up Amount AcLua l VB. Original Estimates 

for the period October 1997 through March 1998", shows the 

calculation of the actual over / (under I recovery ag 

compared to the original eatimate !or tho same perivd. 

What waa the variance in jurisdictional fuol rovenuoa for 

5 
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the period October 1997 through Ma rch 1998? 

As shown on line C1 of my Documen L No. 2 , Lhe company 

collec t ed 1$3,820, 025) less )urisdictlOII<ll 1ul:l revenues 

than originally estimated. 

What was the total fuel and net power t ransactlo:t cost 

variance for the per1od October 1997 through March 1998? 

As shown on line A7 of Document No. 2 . the fuel and ~et 

power transactions cost variance is !$11 , 239 ,4 87 ) or 

(6.7\ ). 

What are the reasons for the total !uel and net power 

transactlons cost being lower by ($11,239,4871 or 16.7\ l? 

The primary reason f o r the (6.7 \ ) decrease is due to Net 

Energy for Load being down (150 ,4 22) ~~ or (2 . 0 \ ). This 

(2.0t l combined with the C/KWH for Total ~~el and Net Power 

Transac tion being less than estimated by 14 .7 \ ), accounts 

for the (6 .7t ) decrease. 

CAPACXTT COST UCOVBJtY CLAUSB 

What is tl e net t rue-up amoun L Cor Lhc capacity cost 

6 
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r ecovery clause for the period October 199- through ~4rch 

1998? 

An over/ (under ) recovery of (SH7.147. The actual 

capacity cost over/ lunderl · recovery. inc ud1ng 1nterest, 

is ($645 , 929) for the period Octob<>r 19<.7 t.hrouqh March 

1998 (Document No . 3, pages 2 and 3 o! 5 • . This amount , 

less the actual/estimated over/(underl · recovery approved 

in the February 1998 fuel hearings of ($299 ,782) results in 

a final over/(under) recovery for 

($3 47,147 ) (Document No. 3, page 5 

the period of 

of 5) . This 

over/ (under) recovery amount o! ($!~ 7.147 ) will be 

carried over and applied in the calculat1on of the c pacity 

cost recovery factor for the period January 1999 hrough 

December 1999. 

How much effect will this ($3 47,147) over/1underl 

recovery in the October 1997 through March 1998 period, 

have on the January 1999 through December 1999 period? 

The ($347,147 ) over/lunderl · recovery will cause a 1,000 

KWH residential bill to be approximately $0.02 higher. 

Does this conclude your testimony? 
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DOC~ET NO. 9&0001-EI 
FILED 06/23/1998 

BEFORE THE PUBLIC SERVICE COKM::!SION 

PREPARED DIRECT TESTIMONY 

OP 

Jt.AREN 0. ZWOLA~ 

07 

Please state your name , address, occupation and employer. 

My name is Karen 0. Zwolak. My business address is 702 

North Franklin Street, Tampa, Florida 33602 . My position 

is Manager - Energy Issues in tho Regulatory Affairs 

Department of Tampa Electric Company. 

Please provide a brief outline o f your educational 

background and business experience . 

I received o Bachelor or Arts Degree in Micro~iology in 

1977 and a Bachelor of Science degree in Chemical 

Engineering in 1985 from the University of south Florida. 

I began my engineering career in 1986 a t the Florida 

Department of Environmental Regulation and was employed as 

a Permitting Engineer in the Industrial Wastewater Program . 

In 1990, 1 joined Tampa Electric Company as an engineer in 

the Environmental Planning Department and was responsible 

for permitting and compliance issues relating to wastewater 

treatment and disposal. In 1995, I transferred to Tampa 
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Electric's Energy Supply Department and assumed the duties 

of the plant chemica l engineer at tho F. J. Cannon Station. 

In this position, I was responsible for boiler chemistry, 

water management, and maintenance ot environmental 

equipment and general engineering support. In 1997 , I was 

promoted to Manager, Energy Issues in tne Electric 

Regulatory Affairs Department. My present responsibili t ies 

include the areas of fuel adjustment, capacity cost 

recovery, environmenta l filings and r ate design. 

What is the purpose of your testimony? 

The purpose of my testimony is to s ponsor Tampa Electric ' s 

Fuel and Purchased Power Cost Recove ry Schedules and 

Capacity Cost Recovery Schedule and to support the 

company's proposal to extend the currently approved total 

Fuel and Purchased Power Cost Recovery factors and Capaci ty 

cost Recovery factors ("cost recovery factors") during the 

three month period Oct ober 1998 through December 1998 . 

What would be the impact on Tampa Electric's customers of 

continu ing your currently approved ccst recovery factors 

during the months of October 1998 t hrough December 1998? 

Tampa Electric has s hown that an over recovery of $4, 090 , 044 

2 
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will result, based on projections pr ovided i n Exhibit s 

(KOZ-4 ) and (KOZ-5), both of which we r e prepared under my 

direction and super vision. This ovcrrccovery is associated 

with a cost differential of less than 5\ which is 

significantly less than tho amount wh ich would trigger a 

mid-course correction. Therefore, Tampa Electric believes 

it is appropriate to continue applying its currently 

approved fuel adjustment factors through tho end of 1998 . 

Oo you wish to sponsor any additional exhibits in support 

of your testimony? 

Yes I do. Exhibit No. (KOZ-2) consi&ting or 29 pages was 

prepared under my direction and supervision , as was Exhibit 

(KOZ-3), regarding Capacity cost Recovery. 

Why does Tampa Electric propose extending the applicability 

of its currently approved cost recovery factors during the 

three month period October 1998 - December 1998? 

Tampa Electric's current coat recovery r ac tors wore 

approved by the Commission in Order No. PSC-98-0412-FOF-EI 

issued March 20, 1998 in this docket tor us e during the 

period April 1998 through Sept ember 1998 . Subsequent to 

tho entry of that order tho commioeion voted t o change the 

3 
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cost recovery clauses f rom a six month cost recovery period 

to an annual calendar year cost recovery period. 1 The 

Commission's decision in this regard r equires a transition 

from the existing bi-annual hearing schedule to an annual 

schedule. Under tho transition a hearing will be conducted 

i n Novembe r of 1 998 to set the cost recovery factors to be 

applied during the period January 1999 through December 

1999. 

As I stated earlier, the currently eff&ctive cost recovery 

factors were approved for use through September 1998. 

Tampa Electric has analyzed i ts fuel and capacity expense 

and kilowatt hour sales both for the current six month cost 

recovery period and projected through the three month 

transition period ending December 31, 199 8 lind has 

concluded that 11 continuation of the company 's present co&t 

recovery factors during the three month transition per iod 

of October 1998 through December 1998 is a preferable 

alternative to changing the factors on October 1 and again 

throe months later. 

Maintaining the current factors will avoid potential 

customer confusion over fluctua t ing cos t recovery factors 

o rder No. PSC-98-0691-FOF-PU issued in Docket No. 980269-
p·u on May 19, 1998 . 

4 
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and will save all parties t ho administ. .·ative costs of 

placing now factoro in placo t'or tho br lo r throo month 

t ransition . Such stability of rates is one of the reasons 

why the Commission determined it appropriate to move from 

a six month cost r ecovery period to an annual calendar year 

pe r iod. 

Is Tampa El ectr ic also proposing to keep its temporary base 

rate reduction in place during the period September 1998 

through December 1998? 

Yes we are. Any over or under collection associated with 

the temporary base rate reduction factor will be handled as 

a true-up component in the normal course of t he fuel 

adjust~ent proceedings as contemplated in the stipulation 

which brought about the reduction . 

Will the GPIF' component of the overall fuel adjustment 

factor remain in place under Tampa Electric's proposal? 

Yes . The Generation Performance Incentive Factor approved 

tor the April 1998 through Soptembor 1998 cost recovery 

period would remain in place through December 1998. The 

penalty assesoed each month ha s been continued through 

December in our proposal and will bo trued up to the next 

5 
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true-up t iling . Pursuant to Statt•s request, new CPIF 

targets a nd ranges will be calcu lated and submitted i n t he 

Company's project ion tiling i n October 1998. 

Q. Does this conclude your testimony? 

A. Yes, it does. 
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1 BBPOR.E TKB FLORIDA PUBLIC SERVICE COMMISS I OII 

2 PR.BPAJUID DIR.ECT TESTIMOtlY 

3 OP 

4 QJI:ORGK A . DSKLOWSn' 

5 

6 Q . Will you please state your name, business address, and 

7 employer? 

8 

9 A. My name is George A. Keselowsky and my business address is 

10 Post Oftice Box 111, Tampa, Florida 33601 . 1 am employed 

11 by Tampa Electric Company. 

12 

13 Q. Please furnish us with a brief outline o! your educational 

14 background and business experience. 

15 

16 A. I g r aduated i n 1972 from the University o! South Florida 

17 with a Bachelor o f Science Degree !.:1 Mechanical 

18 Engineering. I have been employed by Tampa Electric 

19 Company in various engineering positions since that time. 

20 My current p osition is that ~! Senior Consulting Eng1neer 

21 - Bnergy Supply Engineering. 

22 

23 

24 

25 



1 Q. What are your current responsibilities? 

2 

1 1 4 

3 

4 

5 

6 

A. I am r esponsible 

pertormance, and 

f or 

the 

testing and repo rting 

compilation and reporting 

generation statistics . 

7 Q. What is the purpose of your testimony? 

8 

unit 

o f 

9 A. My testimony presents the actual performar.::e results from 

10 unit equivalent availability and station heat rate used to 

11 determine the Generating Performance Incentive Factor 

12 (GPIPI for the period October 1997 through March 1998. I 

13 will also compare these results to the targets established 

14 prior to the beginning of the pe r iod. 

15 

16 Q. Have you prepared an exhibit with the results f or t his six 

17 month period? 

18 

19 A. Yes. Under my direc tion and supervis ion 'lnd exhibit has 

20 been prepared entitled, "Tampa Electric Company, October 

21 1997 • Mareh 1998. Generating Performance Incentive Factor 
22 Results• consisting of 28 pages that was filed with this 

23 testimony (Have identified as Exhibi t GAX-1 ). 

2~ 

25 

2 
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1 O· Have you calculated the results of Tampa £lectric Company 

2 for its performance under the GPIF duri ng thi s per iod ? 

3 

4 A. Yes I have. This is shown on paqe 4 ot my exhibit. Based 

5 upon - 0.911 GPIF points, the result is a penalty amount 

6 of $188,281 tor the period. 

7 

8 O· Please proceed with your review ot the actual results for 

9 the October 1997 - Marc h 1998 period. 

10 

11 A. On page 3 ot my exhibit, the actual average common equity 

12 tor the period is shown on line 8 as $1,123,610 , 573. This 

13 produces the maximum penalty or reward figure of 

14 $2, 273, 380 as shown on line 15, page 3. Please note that 

15 the maximum allowed incentive dollar amount has been 

16 reduced to meet the constraint that it not exceed t itty 

17 

18 

19 

percent ot tuel savinqs. 

of my exhibit. 

This is demonstrated on page 2 

20 Q. Would you please explain how you arrived at the actual 

21 equivalent availability results tor the six units included 

22 within the GPIF? 

23 

24 

25 

A. Yes I will. 

is tiled 

Operating data on each ot our operating units 

monthly with the Florida Public Service 

3 
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1 commission on the Actual Unit Performance data form . 

2 Additionally, outage information is reported t o the 

3 Commic aion on a monthl y basis. A s ummary of this data for 

4 the six 11onths provi des the basis t or the GPIF. 

5 

6 Q. Are the equivalent availability results shown on page 6, 

7 column 2, directly applicable to the GPIF table? 

8 

9 A. Not exactly. Adjustments to equ i valent availability may 

10 be required as noted i n section 4.3. 3 ot tho GPIF Manual. 

11 The a c tual equivalent availability including tho required 

12 adjustment is shown on page 6 ot my exhibit. The 

13 necessary ad just11ent s as prescribed i n the GPIF Manual are 

14 further defined by a letter dated October 23, 1981, from 

15 Hr. J. H. Hotfsis ot t ho commission ' s StafC . The 

16 adjustments for each unit are as foll ows : 

17 

18 Gannon Unit No. 5 

19 On this unit, 504, planned outage hours were originally 

20 scheduled to fall within tho Winter 1997 period. Duo t o a 

21 reprioritization of the outage schedule additional work 

22 was mo ved forward and a ccomplished iro this period. 

23 Consequentl y , the actual equivalent availability of 53 .6\ 

24 is adjusted to 63 . 5\ as shown on page 7 ot my exhibit. 

25 

.. 
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1 Gannon Unit No. 6 

2 On this unit, 48 planned outage hours wore originally 

3 scheduled to tall within the Winter 199 7 per iod . Due to o 

4 revision of the outage schedule, this work was moved 

5 torvard to tall comp letely within tho period, and 582.5 

6 planned outage hours tell within the period. 

7 Consequently, the actual equivalent ava il abil ity o t 63. 7 \ 

8 i s ad justed to 72.6\ , as shown on page 8 o t my exhibit. 

9 

10 Big Bend Unit No. 1 

11 On this unit 336 planned outage hours were originally 

12 scheduled to tall within the Winter 1997 period. Due to a 

13 revision ot the outage schedule no p l anned outage hours 

U fell vi thin the period. Consequently, the actual 

15 equivalent availability o t 82.7\ is ad justed to 76. H as 

16 shown on page 9 ot •Y exhibit. 

17 

18 Big Bend Un it No. 2 

19 On thi s unit JJ6 planned outage hours were originally 

20 scheduled to tall within the Wi nter 1997 period. Due to a 

21 revision of the outage schedule, 248.5 planned outage 

22 hours fell v ithin the period . ConsequentJy, the actual 

23 equivalent availability ot 77.3\ is aajusted to 75 . H as 

24 shown on page 10 of ay exhibit. 

25 

5 
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1 Big Bend Unit No. 3 

2 On this unit 504 planned outage hours were originally 

3 scheduled to tall within the Winter 1997 period. Due to a 

4 revision ot the outage schedule, outage activities 11ere 

5 moved forward and accomplished prior to the period, and no 

6 planned outage hours tell 11ithin the period. 

7 Consequently , the actual equivalent availability ot 80.5\ 

8 is adjusted to 71.2' as shown on page 11 ot my exhibit. 

9 

10 Big Bend Unit No . t 

11 On this unit 504 planned outage hours 11cre scheduled to 

12 tall within the Winter 1997 period. Duo to a revision ot 

13 the outage schedule the outage was moved to occur atter 

U the end ot the period. Consequently, tho actual 

15 equivalent availability ot 92.3\ is adjusted to 81. 5' as 

16 shown on page 12 ot my exhibit. 

17 

18 

19 

20 

Q. How did you arrive at the applicable 

availability points !or each unit? 

equivalent 

21 A. The final adjusted equivalent availabilities tor each unit 

22 are shown on page 6, column 4, ot my exhibit. This number 

23 is entered into the respective Generating Performance 

24 Incentive Point (GPIP) Table tor each particular unit on 

25 pages 21 through 26. Page 4 ot my exhibit oummarizos the 

6 
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1 equivalent availability points to be awarded or penalized. 

2 

3 O· Would you please explain the heat rate results relative to 

4 the GPIF? 

5 

6 A. The actual heat rate and adjusted a ctual heat rate for 

7 Gannon and Big Bend Station are shown on page 6 vf my 

8 exhibit. The ad.just.JDent was developed based on the 

9 guide linea of section 4. 3.16 of the CPIP Manual. This 

10 procedure is further defined by a letter dated Octobqr 2J, 

11 1981, from Mr. J .H. Hoffais of the FPSC Staff. Tho final 

12 adjusted actual heat rates are also shown on page 5 of my 

13 exhibit. This heat rate number is entered into the 

14 respective GPIP table tor the particular unit, shown on 

15 pages 21 through 26. Page 4 of my exhibit summarizes the 

16 weiqhted heat rate and equivalent availabil i ty points to 

17 be awarded. 

18 

19 O· Were any additional adjuatments to heat rate required? 

20 

21 A. In order to assure compatibility of d~ta, Big Bend Unit J 

22 heat ratee have been calculated in the standard fashion, 

23 without scru.bber power. This methodology has been 

24 reviewed and approved by the PSC etarr, to be employed 

25 until there is su:tflcient operational history with the 

7 
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1 scrubber to meet target preparation guidelines. 

2 

3 Q. Does this assure that the Big Bend 3 hoat rate for the 

4 period is appropriate !or comparison to its target and 

5 meets GPIF criteria? 

6 

7 A. Yes. 

8 

9 Q. What is the overall GPIP !or Tampa Electric Company during 

10 this six month period? 

ll 

12 A. This is shown on p,age 28 o! my exhiuit. Essentially, the 

13 weighting !actors shown on page 4, column J, plus the 

14 equivalent availability points and the heat rate points 

15 shown on page 4 , colWIIII 4, are substituted within the 

16 equation. Thia resultant value, -0.911, is then entered 

17 into the GPIF table on page 2. Using linear 

18 interpolation, a pe.nalty amount or $188,281 is calculated. 

19 

20 Q. Does this conclude your testimony? 

21 

22 A. Yes, it does. 

23 

24 

25 

8 
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

PREPARED DIRECT TESTIMONY 

OF 

ROD BURKHARDT 

Please state your name, address and occupation. 

My name is Rod Burkhardt . My mailing address is P.O. Box 

111, Tampa, Florida 33601 , and my business address is 6944 

u.s. Highway 41 North ,Apollo Beach, Florida 33 572 . I am 

Manager, Fuels in the Enrrgy Supply Department ot Tampa 

Electric Company. 

Mr. Burkhardt, please furnioh a brief outlinf.' of your 

educational background and business e xperience . 

I graduated troo the University Florida in July , 1977 with 

a Bachelor of Sci ence degree in Chemistry . I began my 

ca r eer with Tampa Electric Company in July 1977 as a 

c hemist in the Pr oduction Department. Between 1977 and 

1986, I held various technical and super visory positions in 

the Central Test ing Lab . ln 1986, 1 beca111e Supervi sor-

Budgets tor Tampa Electric Company and in 1990 assumed the 

position of Manager-Central Testing Lab. In 1994 I joined 

the Fuels Department as Ma nager- Transportdtion and Planning 



1 

2 

3 

4 Q. 

5 

6 

7 A . 

8 

9 

10 

11 

• 2 Q . 

13 

14 A. 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 Q. 

25 

1 2 2 

and was named to my c urrent position as Manager , FUels i n 

1995. 

Will you describe some of tho responsibilities of your 

present position? 

As Manager, Fuels, I am r esponsible for tho planning, 

procurement , delivery , invent ory control , and price 

forecasti ng of the company ' s fue l requirements . 

Please state the purpose of your testimony . 

The purpose of my testimony is to report to tho Commission 

the actual 1997 costs of Tampa Electric ' s affiliat ed coal 

and coal transportation transactions compared to the 

benchmark prices calculated in accordance with Order No. 

20298 (coal transportation) and order llo. PSC- 93- 044 3-FOF­

EI ("Order No . 93-0443 ") (coal). I conclude that the 1Q97 

prices paid by Tampa Electric to its affiliates TECO 

Tr ansport and Trado and Cotlif! Cool are r easonable and 

prudent. 

Have you prepared an exhibit which you sponsor in this 

proceeding? 

2 
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Yes . Exhibit No . (RB-1) titled "Exhibit of Rod Burkhardt", 

consisting of 2 documents, w~s prepared under my direction 

and supervision . 

Af fiLIATED COAL AND COAL TRAHBPORTATION PRICED 

Were Tampa Electric ' s actual affi l iated coal t r ansportation 

prices for 1997 at or below the t r ansportation benchmark? 

Yes , they we r e . This is reflected in Document No. 1 of my 

e xhibit. 

Were Tampa Electric ' s actual 1997 affiliated coal p r ices at 

or below the benchmark as established in Or der No. 93- 04 43? 

Yes , t uey were. This is reflected in Document No. 2 o f my 

exhibit . 

Please summarize your tes timony. 

My testimony justifies tho pcices paid !or coal and coal 

transportation by Tampa Electri c Company in 1997 to its 

affiliated suppliers, Gatliff Coal and TECO Transport . I 

demonstrate that the average prices fo r the year 1997 for 

all coal a nd coal waterborne transportation services wore 

J 
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at or below the appropriate benchmark calculations as 

directed by Order No. 20298 and Order No . 9J-0443 or this 

Commission. Therefore, Tampa Electric should recover its 

payments for coal and coal transportation made during 1997. 

Does this conclude your testimony? 

Yes , it does . 
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1 STATE OF FLORIDA) 
CERTIFICATE OF REPORTER 

2 COUNTY OF LEON 

J I, JOY KELLY, CSR, RPR, Chief, Bureau of 
Reporting, Official Commission Reporter, 

4 
DO HEREBY CERTIFY that the Hearing in Docket 

5 No. 980001-EI was heard by the Florida Publ ic Service 
commission at the tiae and place here i n stated; it is 

6 further 

7 CERTIFIED that I stenographi cal l y reported 
the said proceedings; that the same has been 

8 t .ranacribed under ay direc t supervision; and tha t this 
transcript, consisting of 124 pages, constitutes a 

9 true transcription of ay notes of said proceedings 
and tbe insertion of the presc ribed prof iled 

1 o testimony of t .be vi tnesses. 

11 DATED this 27th day o f August , 1998 . 
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30~~ 
Cb ef, Bureau of Reporti ng 
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