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BEFORE THE FLORIDA PUBLIC SERMCE COMMISSION 

FLORIDAPOWER & LIGHT COMPANY 

TESTIWN'r' OF KQREL M. DUBIN 

DOCKET NO. 990001 -El 

October 1,1999 

Plmam shtq your name and address I 

My name is K m L  M, Dubin and my business address is 9250 West 

FIagler S t m t ,  Miami; F ldds 331 74. 

By whom are you employed 3nd in what capacity? 

I am emplupd by Florida PoMier 8. Lis hl CbIlpany (FPL) g$ Principal 

Rate Analyst In the Rates and Tariff Administration Departmml. 

What 1s the purpose of your hstimony? 

fhe p u p s e  of my kst imny Is b pw&nt far Cammission rwiw and 

approval the fuel factms and the =pacify payment factors for h e  

Cbmpan$s rate schedules for the p e r j d  Jammy 2000 through 

December 2000. Tho calculation of the fuel ktm is b3sed on 

projeded fuel mst, using l h ~  "high band" forecast as dmui bed in the 

testimony af Rene Silva, and operatima1 data as set forth in 
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&mmi$.$im Schedules E1 through EIO, H i  and ~ h w  exhibits f i l d  

in this proceeding and data pmuiously a p p m d  by the CbmmiMion. 

I am alsn pmwiding projections of avoided energy msls for 

purchasw f r m  small p m r  pmduoBrS and mgeneratms and an 

updated ten year projetdim of Florida Power & Light Companqs 

a m  ual generation mix and fuel prices. 

In addition, my testimony presenls the schadules “ x s q  to 

support h e  calculation or ihe EstinlatedlActual True-up amounts fur 

the Fuel Cost Recovery Clause [FCR) and the Capacity Cosl 

Recovery Clause (CCR) for tfw peribd Janu3ry 1999 through 

December 1999. 

H3ve you prepared or caused to be pmpared under your 

direction, supewislot~ or “lbl an exhihit in this promeding? 

Yes, I haw. It conslsts of vatidus schedules included in Appendlm 

II and 111, Appendix I I  contains the FCR Elated schedules and 

Appendix III aantaliw the CCR relatod schedules. 

What Is the soume of the data that you wlll present by way of 
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24 Q. 

tea th"y  or exhibib In  thls prmedjng? 

U n l w  otherwis0 indicated, the actual d3t.a iataken from the books 

and m r d s  of FPL. The b w k s  and records are kept in h e  regular 

came of Our business in awrdance with generally accepted 

aecounhng principles and practlms s n d  provisions of the Uniform 

System of Accounts as prescti bed by this Ck"ission,  

FUEL COST RECOVERY CIAUSE 

What is thfi proposed levellzed fuel Factor for whleh the 

Company mquw5ts apprwal? 

1 .8Q4~  per kWh. Schedule El, Page 3 gf Appendix II shows [he 

calculertim of this tweluem"h Ievrelized fuel kctar. Schsdule E2, 

Pages 10 and 11 of Appendix II Indreates the mmthly fuel hdws far 

Januav 2000 through December 2000 and also ihhe h d v e n m f i  

Iavelized fuel f a c h  for the perid. 

Wwrw these calculatl~n5 made In accordance with the 
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24 Q. 

procedures previously approved In thls Docket3 

Yes, they were- 

What adjustments 3re includud in the cslculation of the belue- 

month Iewellzed fuel f3actor 9hbwn OII Schiadulfi El ,  Page 3 of 

Appendix IIP 

As shown m line 29 af Schedule E l ,  Page 3 ai Appsndix 11, the 

@stimatoNactuaI fuel cost w e r ~ m v e r y  far tho Januav 1 gs9 &Imugh 

Deoember 1WB period amounts to $3,346,485, This 

estimatedhaetual merrewvery fm h e  J 3 n u 3 ~  1939 thraug h 

h c e m b w  1 999 pwbd @us the find o v w r e w r j  of $33,531 ,W3 for 

the Aprii 1998 through December 1993 perlod results In 4 total 

m r r e m e r y  of $42:377,533. This amount divided by th# projected 

retail sales df 85, 722,255 MWH fw January 2WO th mugh E&wmbgr 

2000 results in a bmrease of 0.0494~ per kWh before applicable 

reveuue taxes, In hi& testimony for the Generating Performanm 

Inmntiw Fa", FPL Witness R. Silva mlculakd 8 r w s r d  OF 

$1 Il367,D88 fior the period ending Decemkr I993 which i3 being 

appiied to the Januarj 2000 through bmrnber ZOO0 perii~d. This 

$1 1,367,OM d ividd by the pm]ectEd retall sales of 85,722,255 MW H 

during the pmjected patid results in XI increase of 0.0133 per 

kWh, as shown on line 33 of Schedule El ,  Page 3 of Appendix II. 

Please explaln the calculdbon of the FCR Estimatedltual Trus- 



up amount you am requding this Cw"lcslon to approve. 

Schedule El-E3, Page 5 of Appendix 11 shows the c~llculation of the 

FCR E$timabd/ActuaI True-up amahnr. The calCulatiOn Df the 

esti matM&ual hueu p amcl nt far h e  per id  January 1 999 thrwgh 

December 1999 is an ~ v e r r m v e r y ~  iududing inter& of $8,846,485 

{WumnlO, lines C7 plus This amount, when mmbimd d h  the 

Final True-up overrecowry of 533,531 {Column 10. line GBa} 

deferred from the periad April 1998 thmugh Dwxmber 1938, 

presmted i f i  my Final Trueup kestimony fila on April 1 , l  BBB, results 

in h e  End of Parid n v ~ m c o v e q  of 542,377,583 (Column I O ,  line 

Cf 1). 

Thls schedule dm provides a summary of the Fuel and Not P m r  

Transactions {I ines AI through AT), k'wtl Sales {I ha8 E! 1 thrmg h B3], 

Jurisdictional Fud Revenues {IIne C1 thmuQh El), the Tmwp and 

Inkreat Pmisian f o r  this period (lines C4 through C l  O ) ,  and thg End 

of Perid True-up amount (I ine C11) 

The data for January 7999 through August 1933, mlumns (1 ) t hmqh  

( 8 )  reflem the actual r&wlta of ~ p e r a t i ~ n s  and the data for 

Sepkm ber 1999 through December I 999, wlumrw [9) through [12], 

are b a s d  an updated estimates. 

5 



As m w n  on linE M, the variance in T h l  Fuel Costs and Net Power 

Transactions is $2.2 million or a Q , l %  intrease from original 

pmiectlons. This variance is malnly due to a $52 million increase in 

h e  Fuel Cmt of System Net Gen eras m m d 3 $72 milli ~ s l  increase 

in the Fud Cost of Purchased P w r .  These amounts srE 

signhantly offset by a $34 mllllon decrease irl Energy Payments to 

Qualifying Facllities and a $23 millian decresse in the Energy Cost of 

Emn omy Prrrch ~ 3 s .  

The increase irl the Fuel Cost of System Net Generatian is primarily 

due b higher than projected costs d heavy oil and natural gas, The 

d e m a s e  in Energy Psqments to Qual-ylng Facilities is prl"ily due 

tQ leas than expectted QF purchases for the period. ThO decrease in 

the Energy Cost of Economy Purchases is primarlly due b less 

purchasss through August 1 W8 a6 the result af limited mmilability of 

low wst wergy, in addition to lowr  wiimated purchases for the 

remalnder of 1988. 
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of a conkact dispute wth Cedar Bay regading tha prieiho d energy 

provided by Ceckar Bay b FPL OM the past few pars .  The amunt  

the hurk direected FPL to pay inchides irkre$! bn the differmco in 

[he priw FPL p i d  and the price i? sliould h a w  paid pursuanl tu h e  

h u r t  decision. 

The true-up calculations fdlw the pmedures established by this 

C m "  lssion as set forth on h r m  mission Schedule A2 'Calculatim 

of TmeUp and Interest Prwisjm" filed monthly Mth the Commission. 

Is FPL proposing to include any addltlonal casts in thir 

ealculablon of the cost r%coumry fmfars? 

Yes. FPL req l r sk  that it be a l [ m d  to mwver the cost af the nudear 

firel 'last core", a5 described in the t&knnony d R. L. Wade, Under 

FPL's cumnt cost reecmry,, when eech nuclear unit mas- 

operatian, a substantial portion of the cost af fuel will not haw been 

Included in the fuel rmt ramvery calmlatian. The cwt bf the 

mctlllzed fuel would h a w  t m  be added b h e  rlormal costs for the last 

period of operations in order to ensure arno&atlm and recwerj of 

the btal cost4 fm the last mre. 
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FPL propose% to r m w r  the spprmimate $77 mjllim last m m  

amount wenly over the EtWinIfig months of life for each plant, i-e. 

until MaTa 2016 far St. hut 1. April 2023 for St, Luck 2, July 2.012 

for Turkey Point 3, and April 2023 fnr Turkey Point 4. ThIs would 

result in approximately $49 mlillon of amortization in the dgnuary 

200D through December 2MO period. This approach, on a going 

hrwad basls, will appropriatdy match the total msts of fuel tb the 

customers redv ing sewice related to those costs. 

CAPACIW PAYMENT RECOVERY CLAUSE 

Please dewxibe Pags 3 d Appendk II 1. 

Page 3 af Appendix Ill prwtdes a summary d the q u m t e d  ~apaclb 

payments for the projMed pet id of January 2000 through 

December 2000. Total wmwrable capauw payments amount to 

$375,!354,!j41 (line 121 and indude payments uf $209,971,047 tQ 

nm-qjenerators (line1 >: payments of 533 lI381,5B2 to wgmeramrs 

(line 21, $3,467,177 of Mission $&dement payments [line 3) and 
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Please deser1b-e Page 4 of Appendix 111. 

P a 0  4 of Appendix 111 calculates the allocation fadws fw demand 

and energy at generation- The demand allocation factprs are 

calculated by detei"ning tho pwwrrbge each rate d m  WntrlbuNs 

to thm monthly $stem peaks, The energy ahatam are calculakd 

by determining the pemntage each rate contributes tb total kWh 

a6 adjusted fm Imses, for each rate daw- 

Phase descrlbe Page $ of Appendix 111. 

Page 6 of Appendix Ill prgsents the calculation of me proposed 

Capacity Payment Recovery Clause (CCR) factors by rate clasS. 
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L J ~  m " n t  you am requesting thls Commklon to approve. 

The EstimatedlAcbal Trueup fur tfx period January I S W  through 

December 1999 is an aiwrecwerj, Including Inkrest. of 

$79,064,052 [Appendix Ill, page 7, l i w s  17 plus 18) Appendiw I l l ,  

pages 6-7 s h m  the calculation suppwtinl the CCR 

Estimakdktual T~W-UD smount, 

ta thls true-up ealculatlon consistent wlth the true-up 

methodology used for the other cost rNovery clausec? 

Yes it is. MICIJI~GO~ gf thg twe-up amount Fnllmus the prmedures 

established by this Cc"issign xi set forth on Commigsion 

Schedule A2 "Calculation of True-Up and Intmsst Pnwisjon" for the 

Fuel Ckst R e c ~ v e q  &use. 

Please explain the cakuhtim of ths Intermt Pmvlslon. 

Appendlx Ill, pages 8-8 s h  the calculation of the interest provision 

snd falldws the 94me methodology used in alculating the i n te r4  

provision for me ohher mst r m y  clgUse3,33 previously approved 

by thls Commlssion, 
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the Wall Skeet Journal on the first business day of the current and 

subsequent months. The average intersst rate for the projeded 

m n b s  is the actual rate as af the first business day in September 

1898, 

Haw ynu provided a sctled~~la ahowing the warianms btweerl 

the EstImatediActua Is B nd ths Origin a 1 PrbjectiOns? 

Yes, Appendix Ill: page I O ,  shows the Es6mated/Actual capacity 

charge5 and applicable revenues compared t~ the wiginal 

projectiuns iar the January 1999 through D m b e r  1988 period. 

What is the vwlance related to capaciiy charges? 

As sh" in Appendix Ill, page I O ,  line 7, the mrianm related to 

capacity charges is a $63 million decrease. The primary reason for 

the varjanm ig a $58 millian increase in revenues from capacity 

sales. This i n m 6 8  in rgvenues h m  capacity sales 19 prlmrily due 

increased Opporltunity Sal= a8 a msult of FPL's diligent EffbdS b 

market powr m t  needed by FPL's i'eetsil custm".  100% of thhe 

profit f r m  thm sales ia credited to FPL's retail customers. The 

variance is also due to a $1 I rnillictn decrease in payments to non- 

mganerabm and a $12 million decrMse in p4yrr'K" 10 

cogenerators. The deerease In payments to non-QOgmwators 

reprmnts Swthern C-ompany's credlt adjushent in July 1889 and 

=pacity rates for UPS purchases being I ~ I Y  than expected. The 

dacrease in qay-qents to cogenerators is primai'ily due to mpacity 
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In addjtian to the variances c i t d  above, FPL has included 

appi%id"akly $13 millim WCAar  Bay in the estirnatdaactual bue 

up amount {me llne 4c). This is as a rsslrlt ofa Cwrt interpretation 

of EI mntract dispute Mth Cwlar Ray regarding the pricing of capauv 

hased on the dtspatch of the Cedar Ray facility over the past few 

years. Tfe amount the Court direcl-ted FPL to pay includes interest 

un the differmce b8twosn the price FPL p;lirl and price it shwld 

have paid pursuant to the Coufl decision, 

What is the variance in Capacity Gost Recovery rewanuss? 

As s h m  on line 12. Chpatily Cos1 Reaovw rwmuw, net of 

r m n u e  t a m s ,  are $435 million higher than orlglnally projected. 

What effwtiw ddte is the Company wqussting for the new 

factom? 

The C~mpany is rtqumting that the n w  FCR and CCR factors 

become effectZve with customer hills for January 2000 through 

Dm"er2MD.  Thiswill pmlde for 12 mmthhs of billing MI ttw FCR 

and CCR f a c t m  for all OUI customers, 

What will be ths charge for B Resldentlal customer uslng 1,000 

kWh e h d k  Jartuary 20007 

The btal residential bill. exd ud ing taxes and franchise fees, for 1,000 

kWh Will be $69,78, The base bill for 1,OW rgsidmtial kWh is 
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Daes this conclude your testimony, 

Yes, it does, 
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Leuellzed Fuel and Capaclty Cost Factors 
January through December 2000 

DIRECT TESTIMONY OF 
KARL H. WIELAND 

By whmn wo YOU employed and in what capactty? 

d am employd by Florida Pawar Corporation as Manager af Financial 

Aoalys is- 

Have &he duties and responsibilities of yomr pwsition wlth the Company 

w"lnsd ths sama slnce you last tastlfled in th is  proceeding7 

Ye!?. 

What is the purpase nf your testimony? 

The purpose of my testimanv i s  to present for Commission approval 

the cnmpany's levelized fuol and capacity cost factms for the perind 

of January bhrnugh Dtcembcr 2000, Mv testimony a l m  adbr~sse5 

three generic issues thal haw been rsisad by Swff. 

221 
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h YOU ham an exhibit to your tsstimgny? 

Yes. I h a m  prepared 3n exhibit attached ta my prepared testimony 

consisting af Parts A through D and Ihe  CammiS$iao's minimum fijing 

requirements for lhese proceedings, Schedules El lhmugh E l 0  and H1 I 

which contain Ihe Campany's raveliked fm1 cost factors and the 

supporting d a t a  P a m  A through C contain the assumptims which 

support lhe Campany's cost projections, Part D contains the 

Campany's capacity cost tecovery factara erld su@pamrlg data, 

FUEL cosr RECOVERY 

Please dascribe the Ievelirt3d fuel cost  factotb calculated by thO 

Company for the upcoming projection psriad I 

Schedule E l ,  page 1 of tho "E" Schedules in my exhibit. shows the  

calculation of the Company's basic fuel cost f a m w  of 2.050 ClkWh 

[bEfEre l ing Ioss adjustment). The basic factm cmsi$-Li of a fuel cast 

for tha projection per'iad af 2.0241 7 CkWh Iadjust~d far jurisdictimal 

I ~ S S C S ~ ,  a GPlF reward af 0.00303 CikWh, and am PStimated prior 

period true-up of 0,021 26 6ikWh. 

Utilizing this basic factorr, Schedula El-D shows t h e  calculation 

and suppohng dam for the Company's lsuelired fuel cast factors for 

secnndary, primaty, and transmisslm metering tariffs. To accomplish 

this calcrrlatlan, e f fedve  jurisdictional sales at the secondary IOVBI are 

c d c u l a t ~ d  by applying 1 % end 2% metering raduction factms to 

primary and transmksim sales Iforecasmd at meter Icvelj. This is 

- 2 -  
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Q. 

A. 

0-  

A. 

cOnSiStent with the melhodalogy being used in the development of the 

capaeity cost recwety facta rs. 

Schedule €1-E develops the TOW factors 1.252 On-peak and 

0'885 Off-peak. The leuelired fuel C ~ S T  fwxors (by metering voltage] 

are then multipligd by the T W  factors, which results jn the final fucl 

factors to  be applied 10 customer bills during the projection perind. 

The finad fuel cast factor for rosidmtral service is 2.053 CjklYh. 

PlM€se explain the reamns for the Increase. 

The increase is due to three primary factors, First, the 1999 fuel factor 

cantsinad a net ovsr-recovery credit 01 0.0197 CikWh whereas the 

factor far 2000 includes an under-recovery charge af 0.02 13 CikWhr 

E net increase of 0,0410 C/kWh or 28% of the tbtal. !h,cond, the 

1999 facmr included a c rd i t  for gains on economy sales. Fm the year 

2000, those gains are crndited in 1he Capacity Cost R e c m e r V  Clause. 

This changa results in Hn appsrenl increase in the fuel factor and 

explains approximately 11% of the jncraase. Third, and most 

sig~lificant, is the increase in oil grid gas prices from 1999 m 2000, 

combined with a n  incraasa in the cansumption of &DSB fuels because 

- 3 -  
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Q. 

A. 

0. 

A. 

What is Included in Schedula E l  + line 4( 'Adjjvstmefits m Fuel Cost"? 

En, 4 shaws ths recovery of the  cbsts assncia~ed with CQnversim of 

eloven combustion lurbine units tu bum natural gas instead af distillate 

oil and an annual payment t o  the Departmmt of Energy for thc 

tfeeommissiani ng and dsco ntaminatim of their cnriChment facilities, 

RecWdely nf the conuersian for the peaking units haws already bgen 

appwwd by this CQmmissian, The COS of peaker mnvorsions itlctuded 

in line 4 j S  63,536,000, t h e  payment m the  DOE is $1+51~,000,  for a 

row of $5,052,WO, 

What i s  included In Schadule E l ,  line 8. "€nergy Cost of Purchased 

Power"? 

Line 6 includes snorgy msts f o r  the purchase of 60 MWs fram Tampa 

Electric Company and the purchase of 409 MWs under B Unjt Power 

Sales {UPS] agrcament with the Southern Company. The capacity 

paymlsnls assaCiated with the UPS Cantract are based on t h e  original 

camact of 400 MWs. The additional 9 MW5 arc the  result of rwised 

SERC ratings for l.he five units Inmlued in the unit powcr putchase, 

providinq 3 bn,eKt to Florida Power in the form of rsduixd costs per 

kW. Bath of t h a w  cmtracfs h a w  been in place and h3ve been 

approved for cost recovery b y  the Cnmmission, Capaclty CC)SKS for 

m@se purchases WB included in the capacity cost r e c ~ v c y  factor. 
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2 2  



1 

2 

3 

a 

5 

8 

7 

B 

9 

10 

11 

12 

13 

14 

15 

16 

1 7  

I 6  

19 

20 

21 

22 

23 

24 

25 

Q. 
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II. 

A. 

What is lncludad in $chedula E l ,  llne tlJ "Energy Cost of Emnamy 

Pufchases ~Mlo~~-Broknr]"? 

Line 8 mnsists primarily af ecnnnmy pclmhascs from within or outidw 

the state which are nat made through the Energy Broker Network 

IEBNI I Line 8 also includas energy COSIS for purchases from Seminaje 

Electric Caaperativs ( S K I )  for bad following, and off-paak 

hydroelectric purchases frum the Southeast Electric Power Agency 

ISEPAI. The SECl contract is an 0174ning contract undcr which the 

Company purchases energy from SECI at 95% of i ts  avaidsd fuel Cast .  

Pvrthases from SEPA 3ro on an as-awailobla basis. Thqre n e  ~IQ 

capacity payment5 assmiated with either of these purchases. Other 

purchases may fiave nan-fuel  charge^, but sincr, $wh purchases are  

made nnly if the total cost of the purchase is ioww than thQ 

CttmpatIy'S cost tb Qeneratc energy. it js appropriate to  recover the 

associated nm-fuel costs through the fuel adjustment clause rather 

than the capacity cost recm.wy factat. Such nom-fuel charges, if any, 

are repartadan line 10, 

Pleame explain the m t t y  on Schedule E l ,  line 17, " F d  Cost of 

$Eratifled Sales." 

Florida Pa ww has -YE re1 wh  les sa le contracm wi-th Sem I nnk so me of 

which represent Sgminole's own firm rwwurms, and athers that 

prwido  for tha sale of supplrrmsntal energy to supply the  portion of 

theit load in ~ X C O S S  af Seminole's nwm res0vrm5, 1218 MW in 2000. 

The fuel costs charged to Seminole for  supplamental salcs are 

- 5 -  
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Calculated O n  a "stratified" basis, in a mannor which rBeeuers the 

highGr cost of intermediate/pmkino generation uscd t o  prouido the 

ensrgy. New rontracb for fixcd amounts nf in t~mled ia ta  and peaking 

capacity began in January af 1339. While Lhase sales are not 

necessarily priced a t  averaga cost, Florida P O W w  is crcdjting aversgG 

fuel c05t for l h o  a~propriate stratiticxian (intermediate or peaking} in 

accordance with Order No, PSC-97-0262-FOF-El. The fuel costs of 

wholesale sale6 am rldrmally included in the tats1 cos1 of fuel  and net 

power uansactians used tn calculate th@ average system cost per kWh 

far  fun1 adjcrstmen1: putp03~a. However, Since the fuel cdsts of the 

stratifiad SQIEIS are not r e c m m r d  on an average systanl cost basis, an 

adjustment has bmn made to remwc t h e w  costs and the r s l a t d  kWh 

sales from the fuel adjwtmntll Calculation in the same manner tha t  

interchange sales BCQ removed from the calcula~ion- This adjustment 

is neee5sary t o  awaid an over-recovery by the Campany which would 

result from tho trsatmmt of these fuel costs on an awera~e system 

c a d  basis in this proceeding, while actually r ixwering the costs irum 

these customers on a higher, stratified c ~ s f  basis. Line 17 alsa 

includes the fucl c m t  of sales made to thc C i q  of Tallahassee in 

accurdame with Order Nn. PSC-99-1 741-PAA-EII Thu stratified sales 

shown ctn Schedule E6 indude 91,653 MWh, o f  which 93% s priced 

a t  average nuclear fuel cost. the balance a t  arl estimated inc [ ~ m ~ i ~ t a l  

cost of 25 $/MWh. 
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A. 

P. 

A. 

HOW w33 t i l e  estimated true-up shown on flne 28 of Schedule E l  

deuelopod? 

The estimated Wue-up calculation begin$ with an ouer-recowry balance 

of $2,443,525 far t h e  month of August. This balance was prbjectod 

to  the end of December, 1999, inckdhg intorest estimalsd a t  the 

August ending rate af 0.433% per mnnth. The development of th8 

Estimated true-up a m ~ m t  fur January through December 1999 period 

is  shown on Schodule € 1  E, and summarized an Schedule ETA, This 

results in an estimated true-up on line 28 of SchBduIe E l  (Basic1 of 

0-421 26 CjkWh for applicatian in ths January-December 2000 

projection period. 

What are the primary wea60ns for ths projected December-ending 1999 

under-tecmery af $7.3 million? 

Oil and gas priccs haw increased sharply and are forecast ta remain 

higher than t h e  original 1999 p?4jjscti~n, This inorease results in fuel 

casts for this periDd that are higher than previously forecasted- 4n 

addition, the reprojection puriad contains an est imatd $3.2 million to 

purchase 18,000 t m s  of SO, credits fbr the p a r  2000 and, as 

discussed $ 8 1 0 ~ ~  a $4.5 m i h n  payment tb Lake cogen to  trhe-up 

~ n ~ r g u  payments to the lowel ordared by tha court 

judgment in the lawsuit brought against Florlcla Power by Lake Cogen, 
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rlegutinttad aF ContrBCt betwvem the two parties. Please describe the 

W L M ~  rdling and how it hm h e n  refkctted in Flordds Power's fud and 

purchamd powsr costs? 

The nature of the underlying dispute bctwemn Florida Power and Lake 

Cogerl ha5 been described to thc Cammission in damil in at least three 

saparate proceedings [Packet N o s  949771 -Ea, 961477-€0 and 

9805Dg-EQ) and I will not belabor the matter here. Suffice it 10 say 

that Florida PO wer cantendad that firm entergy payments wore required 

undsr t h e  contract w h m  a hyprsthdcal generating unit  with only the 

four contractually specified operating psrametem would have operated, 

with as-available energy payments being made at all other times. Lakc, 

on the other hand, canranded Lhdt the opwatibnal statu6 of the 

hypothetical unit shohld be dnterwlined based on all of the operating 

characteristics associated with an actual "bricks and mortar" plant, 

which Lake Claimed whlould result in the payment of firm anergy pricss 

at all times.' 

Thcb dispute a r a w  Fn August 1994 when Fhrida Power began 

making redwed enargy payments in acmrdance with it$ "faur 

parameter" interpretation of 1he contract's hypbthetical unit, which 

then led to Iha l a w "  filed by Lake. Based an i ts  interpratabon af the 

eneq y pi4 cing pmu isi on, La ke c Iaimed IRat Flo rida Pa w w  sh tuld have 

1 Leke alm CIdrt'wd tha t the  firm erlcrgy p ice  ahnuld be calculated based on 
ths inilial mix of w#amr-bnorne srd mall Cod transporktion to  Crystal River Units 1 and 2. 
rather than the IMS c m t l y  trmspartatian mix rhat F l ~ r j d ~  Power S u k q u e n t l y  
implsmented. 
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made additiional energy payments of I 1  B , l  34,372 [including intwGst) 

through July 1999. 

Under the murt 's  ruling' (which also dismissed Lske's coal 

ttanspartaeon claim), firm enorgy paymnents am required during the 

cdnttdct's On-Peek period 11 3 hours per day), with as-awailable Energy 

paymen- made during the remaining Off-peak period. CaIccrIated in 

this manner, FImrida Power was ordered t o  pay Lake an additimal 

$6,101 ,662 f w  the period from August 1994 through July 1999, or 

approximately 33% of the amount daimnd hy Lake. In additinn, thg  

120 u rt rulad that i tS it7teqmMm-i of th  8 energy prkin g p r w  Ision a p p h  

to  all energy payments made under the contract from its inception in 

July 1993, The result of this ruling was that Florid8 P Q w c  if entitlad 

to a credit of $1,621,415 for t h B  hig'ngr level of 8nerQy payments 

made to Lake during the contract's initial 73-manth period hefore 

Florida Power implemented its "four parameter" pricing. The credit 

reduced Lake's mtal pre-judgement sward to $4.480,247 Iincluding 

intarest of $104,112). 

This ane-time retrospmtlvd payment to Lake in accwdanm with 

the mlrrt 'z find judgement has been included in Company's 1 999 year- 

and e~timatedh~tual true-up balance- In addilim, m 3 gning farward 

basis, 3n estimate of the enmgy p3yments Florida Powor will makc to 

Lake pursuant to  Ehe pricing methodology established by the court's 

ruling has been included in the estimatcd/aactuaI true-up bAlanc8 and in 

2 Lakm has appeeled d'le court'& decision, but it ha6 not heen stay& and 
reernaim in ~ f f m c t  pending thc appaal, 

- 9 -  
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the 12-month projections for calendar year 2000, A s  with t h e  

retrospective incrBaSB in energy p a y m ~ n t s  undet the caurt's ruling for 

the August 1994 - July 1999 period dsscribed above, the increasB In 

prospectiv6 energy payments represents approximately 33% of the 

incream that would have resulted under the inisrprotafim advacatcd 

by Laks. 

Has Florida Power wmfirmed the valrdlty of rrsing the "shm-t-cut" 

method of batmnlnhg the equity component 01 EFC's capttal structura 

f of calsn d w  year 1 9987 

Yes. Florida Power's Audit Services department has reviewed rhc 

analysis pedormed by EIBCtric Fuels Cnrporatian (EFC]. T h e  revenue 

requirements under B full utility-type regulatory treatment methodology 

using the actual a v e r a g ~  cost of debt and oquity requited to support 

Florida PO WET busi ness was compared ta r w m  UBS bi I I e d using squ ity 

basad 55% of net long-term d53Hs { s h w t  cut methndl. Tho 

analysis showed that for 199B, the short cut method resulted in 

tevenue raquirements which wgw $153,127 or 0-05695 lower than 

revenue requirements under mo full utility-type regulatory treatment 

melhodohgy. Florjda Power cantinuw to believe that this analysis 

confirm$ the appropriateness of the short cut method, 
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Yes, The 1993 watwbDrne lransportation calculation has bee? 

reviewed by S M  and Publk Counsel and deemed properly calculatad. 

Please explaln t h e  pmedum f m  farreca-ng the WIM cost of nmleur 

fwd I 

Thg C P $ ~  per rrcillion BTU of the nuclear fuel which will be in the reactor 

during tho projection period [Cycle 12) was devdaped from the 

unamohed invcs2msnt cost of the l u d  in the reactar. Cycle 12 

c".k of several I f b ~ t ~ h e s r n  of fuel asssmblies which =re separately 

accountd fw thrmughaut their life in wveral fuel cycles. The cvst far 

BaGh batch is determined frnm the octual cost incurred by the 

Compamy, which is audited and reuiewcd by t h O  Commission's field 

auditors- T h B  expecred available energy from each batch over it$ life 

is developed from an evaluation af varinus fuel management schemes 

and m i m m d  fuel cycle IengLhs. F r m  this informatian. a cast per unit 

of energy [csnts par million BTU) is calculated far ~ a c h  batch. 

However, since the rat8 of gnergy 00nSbMption i5 not  unifarm ammg 

the individual fuel assemblies and batches ivilhin the reactur cara, an 

e 5 t i m e  D-F cansumpDan within each batch mu$t be made m propwly 

weigh the batch unit casts in calculating a campasite unit cost for tho 

bweral! fuel cyde, 

How was the fate of emrgy sonsumption for each batch within Cycls 

12 estimatmd for tha upcomlng projehbrl period7 
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Q- 

A. 

Q, 

A ,  

The Cbnsumptim rme of each batch has been estima-d by uullrinb a 

cor8 physics cnmputar program which ~imulates rsactor operations 

over the ptdjection periab. When this emsumptian pattern is applied 

to the individual batch costs, the rwultant campmite Cycln 12 is $0,33 

per million BTU. 

Would ybu givs a brisf ouerwlew of the procedura used in developing 

the pra]&ztetI fuel cost dflm from whkh the Campany's basic fuel cost 

reeavew factor w3s calculated7 

Yes. The process begin5 with the fuei price forma= and t h O  system 

sales forecast. Thess furmasts are input inm fhe Company's 

production cost model, PRQSYM, along with purchased power 

i n f ~ r m a t i ~ n ,  generatlng unit ape rating characteristics, maintenance 

schedulus, and other pertinent date. PROSYM then computes system 

fuel consumption, r e p f a c a " t  fuel castss, and Bnergv pumhases and 

casts- This data is input Into a fuel inventory model, which c a l c u l a t ~ ~  

aucrage i n v m t ~ r y  fuel costs. This information is the b3sis for fh8 

calculation of tha Company% leveliznd fuel cast factor5 and supparting 

5c h e dules. 

What is tha source of the aystem sales farecast? 

The system sales forecast is mads by the forecast in^ soction af the 

Integrated Rosourcs Planning D e p a r t m m t  using the mnst recent data 

available Ths forecast used for this prnjjectja n p B rind was prepared in 

June 1999. 

- 1 2 -  
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la the methndolnqy umd to produce the galea fmem3t far thls 

pmjecdon pcribd the mme 33 previnusly used by the Campany in thgsg 

prmaedings? 

The nlethodologv employed to produce the forecast for the projection 

period i6 the same as used in the Company's most recent filings, and 

WBS dawla ped with an rrC0ilOmetric fwcca sting model, The f bm cast 

assumptims arg shown in Part A of my exhibit. 

What is ths snurc:~ of the Company's fuel prim fmecggt? 

ThG Fuel prite forecast w a s  made by the Fuels Supply Department 

based m forecast assumptions for residual oil, #2 fuel d, natural gas, 

and m a l .  The assumptions far thu proleetion period art! shown in Part 

B of my exhibit. The f ~ r a c a m d  prices for each fuel wpc are shown in 

Part C, 

CAPACITY GOST RECOVERY 

How w49 ~ I E  Capaci~y  Cost Recovery f8Gtnr dwalapsd7 

The calculati~n of the capacity cost recovery (CCRj factor is shown in 

Part D ~f my exhibit. The factor aIImmtCs capacity casts to rate 

classes in .the same mannor that they would be allocated if they were 

racbvered in base rates. A brief oxplanalim of the schedules in tho 

ox hi bit ful I b w s  . 
nqr:itv Paumentq. This scheduk contains 

system capaciW paymmts lor UPS, TECO and OF purchases. The rntait 

portion of t h t  capacity payments are ~alculat@d. using separation 

- 13 - 
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factbrs from the Company's most retent Jurisdictioual Separation 

Study. 

d1Actual True-lJp. This schedule prssmts the 

actual endlnQ true-up balanco 3s of August, 7999 and rc-forecasts the 

aweci(undsr) recovery bslancs3 f o r  the next four months to obtain arl 

ending balance for rhe current perind. T h i s  ~~timatediactual balance 

of $33,314,549 is lhen carried farward to Sheet 1, t o  be collected 

during ths January Lhrouoh Decembcr, 2000 period. 

'Weet 3:  D q v e l o w n l  nf JiJridlrm Thn 

same dellwry eff iciencias and IQS$ multipliers presanted on Schedule 

. I L  I ,  n5!-L 

El -F- 

~ 0 x 4 :  Calcrildtion rd 13 CP aud An-a The 

calculmion of avwage 12 CP and annu3E avwag8 demand i5 based on 

1998 h a d  rwearch data and -the ddivsry efficiencies on Shcct 3. 

ea1 5: C m r l  of Cakw- The total 

demand allocabors in edcrmn i75 are computed by adding 12/13 of the 

12 CP demand allocators tb l J l 3  of the annuai average demarld 

all*catnrs. The CCP factor for each sermndary delivery rate d a g s  in 

cent$ per kWh is the product of tutal jurisdictional capacity casts 

(including revenue t a x 8 ~ 1  from Sheet 3 ,  timnes the class demand 

allocation factor, dlwided by projected effectlue sales Et the s~condary 

tevel. The CCR factor far primary and transmission ratc classes reflect 

the applicatiun of metering reduction factors of 1 % and 2% from t h G  

secondary CCR factor. 

- 1 4 -  
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Plsase dI6cuss the decrease In the CCR factor compared to the pfibt 

period- 

T h e  CCR faetfir for tho yew 2000 reflects reduelions in capacity 

paymsnts for the Southern Campany UPS contract and savin95 from 

the renegotiatad OF ~ 0 n t r d c t 5  far OrangG, Mulberry, and R q s t e r .  In 

addition, the CCR now reflecls gains f r m  nm-€BN ecOmmy salos that 

were credjted to thB fuel Clduse in previous filings, Actual gains fram 

such sales have been c rd i l ed  to the CCR sinca January 1999 which 

is the principal reason far the 633,3 millinn misr-recwwy pmjected for 

bcembsr, 1999 aud anather majet cantributor t~ the decrease of the 

CCR factor. 

GENERlC ISSUES 

What is the appmpriate rggulstwy treatment for transmjssi~n rwenue 

reeoeiwsd fmm nnn.separstBd wholeeale energy salss not made through 

the Enargy Broker Network IEENI? 

The appropriate treatment is to include a iuti$dictionaIly scpafa td  

partion of such revenue with t h e  utility's jurisdictional operating 

revenues. This traatment affords significance for  the regula~or when 

analyzing 8 utility's jurisdictional aarnings or establishing rates. 

The jurisdictionaf portion of such revenue should be derived by a 

separatian factor reflecting the cost msponsi bilities af tha jurjsdictional 

businesses for which transmission fscjlitlBs are planned snd built. A 

utiljty utilizns the unused capacity of these facilitias when engaged in 

nnn-separated salas, and theerefore *he revenue pencrated from such 

- 1 5 -  
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A. 

Q .  

A -  

sa les  should be credited in proponion to  those jurisdictional businesses 

bearing the tost responsibilities f m  thess facilities, 

I s  thQ above describad tcaatment CmSistent with past Commission 

pra Glices? 

Yes. Eoth the Flbfida Public Sewice Commission IFFSCI and the 

Fadera1 Energyy Regulatary Cnmmisshn IFERE) hnve afforded such 

regulatory treatment far ysars. Florida Pfiwer realizm approximaiely 

82.5 million from non-firm transmission u5e of its system, The 

juri$dictiomal eompanents of thaese revenues were cmsidcrad in the 

hmppany's last full rale praceedings bcfara both the FPSC and the 

FERC when r3ms wnra established and Ere indudod in current 

surveillance tEport calculations WI the FPSC of its jurisdictional 

e arni174s~ 

What is the appmpriste rsgulalory treatment for the gennration-reEated 

Dah ori t lm-s~pamtad wholesale snergy aeles m t  mada through the 

EBN? 

The jurisdictimdi partinn of thc gemration-related gain of such SBIBS 

should mcogiilze that such revenue is 3 contributlm toward the fixed 

costs of thc facilitiw that enabled t h e  utransactian t o  take place. Fixad 

casts are gmerallv appnrfioned in ratemaking proteedings to  rat0 

CIESSB nn .the basis of thelr "demand" cost raspmsibiiity as contrasted 

to thelr "energy" respmsibility. Sinw the Commission's practice is to 

pass the gain6 fmm nan-separated sales through to imstm-ners via 3n 
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A ,  

Q. 

A. 

mdjustment clause, the appropriate adjustment clause for generadon- 

related gains is the Capatib Cost RetbvGry Clause ICCW. This ~ I a u s e  

appottiuns item5 to rate classes OII the basis of their "demarld" 

tesponsibility, which is the mora appropriata treatment for flowing 

gains f rgm n on- SQ pa rated sales th rou CJ h ta r 3 t ~  classes. 

Should t h e  Commission elimirihte .the 20% shafeh~ldet inGentive set 

forth in Order No. 12923, h u e d  January 24p 1984 in Docket No. 

83WO 1 - EU -E? 

Nb. In Order No. 12923, ths Commission corc~ctly acknawledgsd that 

"a positive inwntive will prosawe Current !ev& of wmnomy S ~ I B S  and 

may result in increased sales and that the 20% incmtiw is large 

enough to maximize t h e  amount of economy SBIW and provide a r re i  

benefit to the ratepayer". The benefi ts of incontivcs 3re no lcss t ~ d a y  

t h m  they were when thk ardw w3s wrimn. In fact, tha opposits is 

trua. As the generation market becomes more competitive, the case 

for i ncgnti ug s for regu la18 d u$iliti ES btxnmes ma re ca m pe I I i ng since 

they or0 competing with entrants that retain 100% af prafits for their 

shareholders, 

Doea this m " u d e  your teatimony7 

Yes. 
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